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“The new HP Compaq Business Desktop d530 Ultra-slim. 
With flexi-features to make the most of your workspace. 














The new HP Compaq Business Desktop d530 Ultra-slim. With space-saving 
features for the office of the future. Now get a 15” TFT monitor at a special 


promotional price of Rs. 20,000/-. 
The HP Compaq Business Desktop d530 with HP Integrated Work Center powered by the 
HP COMPAQ BUSINESS DESKTOP d530 


intel” Pentium® 4 processor 2.4GHz optimizes space in numerous ways. lts unique ultra-flexible p ' 
Intel? Pentium 4 processor 2.4GHz 


design, integrates the processor chassis and the display module into a single unit. If also locks “ l 
Microsoft® Windows XP Professional 


the chassis firmly behind the display and routes all wires neatly out of sight. You can even tilt the ; Š | 
intel” 865G chipset with Intel” Extreme 2 integrated graphics 


display, adjust the vertical height, or pivot and rotate it to suit your viewing needs. Prepare to 
Integrated HP Gigabit ethernet 


make your office future ready. 


i | f SMART III Ultra ATA/ 100 Hard Drives 

HP recommends Microsoft” Windows’ XP Professional for Business j / 
Integrated audio with internal speaker 

Pre-loaded Manageability tools 

Energy Star compliance with energy-saving features 


l 
! 
: 
| 533/800-MHz processor front side bus support 
i 
! 
i 
j 


3 years comprehensive onsite warranty 





BUY NOW 
For product info or to contact a HP Partner call: 9628-123123 (Delhi/Mumbai/Bangalore), 1600-444999 (Other citie§ 


To Buy direct from CoolDukaan Web Store: www.hp.com/in/store. 





For taxes/levies in your area, please contact the numbers listed above or a HP Business Partner. Manufacturer's warranties and delivery conditions apply. © 2003 Hewlett-Packard Development Company, L.P. The informatic 
| Pentium, Intel Inside, and the Intel Inside logo are trademarks or registered trademarks of Intel Corporation or its subsidiaries in the United States and other countrie 


contained herein is subject to change without notice. Inte 
Microsoft, Windows and the Windows Logo are trademarks or registered trademarks of Microsoft Corporation in the United States and/or other countries. All other trademarks are used for identification purposes only and belo! 
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to their respective owners. 
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Detail Enhancer 


Jucing a revolutionary picture-enhancing technology from Samsung. Digital Natural Image engine. The result of 7 years of intensive research, 
2™ technology precisely captures all signal sources and enhances the image on all Samsung display screens having : : 

a™ technology, to give it outstanding clarity and detail. It can optimise moving picture images and colour, while 

lifying the contrast ratio and fine details. These four processes combine together to give you the cleanest and 

t natural image in all viewing conditions. This is DNle™ technology and it's here to define the perfect picture. 


Contrast Enhancer Motion Optimiser 


www.samsung.com/india 
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Healthy Balance 


Ë The problems of patients from 
different nations and the advan- 
tages Western visitors have in 
availing themselves of the health 
services in Thailand, India, Cuba, 
Jordan and South Africa have 


been presented in the correct perspective. On 





the other hand, the dismal state of primary healthcare for an 

average Indian is disheartening. It is ironic that we have patients from 
the West availing themselves of our specialised health services, whereas 
the ordinary citizens are deprived of even basic healthcare. The 
government will have to shed its apathy towards primary healthcare, 
only then can we boast of wholesome economic growth. 


Radhakrishnan N. Gounder, Tirupur 


TREAD CAREFULLY 

It would have been better had you 
talked about the plight of Reva Indias 
zero emission automobiles in your 
article (‘Small, Bright, Green Pleasure 
Machines’, BW, 22 December). This 
highly hyped, eco-friendly small car 
did not go down too well with Indian 
consumers. It is a lesson and a warning 
for TVS Motors and Piaggio who are 
planning to launch battery operated 
four-wheelers that consumers here are 
yet not mature enough to accept a low- 
powered and a ‘different’ vehicle. 
Abhishek Saurav, Ranchi 


A BREATH OF FRESH AIR 

It is not only the pharmaceutical indus- 
try, but also most other sectors that 
usually do not look outside their 
domain when they search for talent (A 
Different Tack, BW, 22 December). If 
professionals continuously move wit- 
hin the same industry, their capacity to 
‘think out of the box’ reduces dramati- 
cally. To survive in today’s scenario, the 
industry needs people who can bring 
in fresh perspective to save it from 
being repetitive and stale. One way to 
escape this situation is to 
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hire experts from outside the industry 
as Nicholas Piramal’s Ajay Piramal 
thought of, and the results have shown 
that it has more than worked. 

Joydip Dey, Via email 


CLARIFICATION 

In the Personal Finance section, the 
‘Rating Watch’ table indicated ratings 
for instruments and did not mean that 
the rating has been put under watch by 


| ICRA or any other credit rating agency. 


_ CORRIGENDA 





| Inthe BW issue of 29 December, we 


had carried a news item (‘Cookie Trail’) 


_ on Mr Satish Mane, former general 


manager (sales and marketing) at 
Britannia. It also mentioned the asso- 
ciation of former Britannia managing 
director Mr Sunil Alagh with ITC 
Foods. The news item was incorrect. 
We apologise for any embarrassment 


| that may have been caused to Mr 


Mane, Mr Alagh or Britannia because 
of the publication of the news item. 


E In the news story ‘Faster Entry For 
Generics’ (BW, 29 December), it is the 


| new Bill, and not the old Bill, which has 


a provision that would allow generic 
companies to force the issue in court if 
the innovator does not sue for patent 
infringement in 45 days. 


The errors are regretted. — Editor 


Letters can also be sent to 


: 
| editor@bworldmail.com | 
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issued in the public interest by 


Á 
SBI MUTUAL FUND 
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ee 


BATES 2W1E14 


Understanding the complexities of finance is certainly difficult. One wrong decision could lead 


PRPS XF N 


to many problems. Let a mutual fund manager step in. He can offer various schemes based on 
your risk-taking capacity and financial goals. For instance, you could choose a high-risk yet high- 
gain equity fund. Or opt for the low-gain low-risk debt fund. To benefit from both, you can also — [=s 

invest into a balanced fund. For more details, contact your nearest Mutual Fund office today. Soch hamari. Fayda aapka. 


——— sree 
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Culfe Parade. Murnba:- 400 005. Ph: (022) 2218 622! - 27. Emad: partnerforifeGisbimi com SBIMF Investor Service Centres: Ahmedabad: (079) 550 
528 8277 1 527 3983, Bhubaneshwar: (0474) 240 2401 Chandigarh: (0172) 709 728 / 711 $69, Chennai í 

D 564 2475, Guwahati: (0361) 252 1993, Hyderabad: (0405 247 56241, in | 4 

3) 2282 147! 2816. Lucknow: (05221 221 5668 / 228 3884, Ludhiana: (0161) 244 9849. Mangalore: (08241 445 892. Mumbai: (022) 2265 

567 9961 / 1524, Ranchi: (0651) 231 5212, Siliguri: (0353) 253 7065, Vadodara: (0265) 222 5628 / 29, Vijaywada: (866) 257 8215 

npur: {0} 98392 26114, Kota: (0) 98296 67358, Moradabad: (0) 98374 78790, Nagpur: (0712) 254 3123, Raipur: (07715 253 6372 : 





SBI Funds Management Pvt. Lid, 19:4. 
¿2847212 2507 7 212 3284. Š 

ORI, Coimbatore: (0422) 230 3863 Ernakulam: (0484) 231 8886 ; 232 0107, Gea: (G83 

¿57 4134 Kolkata: (0 
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Ne SES SOSE I 7242, Patna: 
MF investor Service Desks: 
45400, Vishakhapatnam: 


(MAALAA tnt 


Asset Management Company: SBI Funds Management Pvt. Ltd. Principal Trustee: State Bank of india. Risk Factors: Mutual Funds and Securities Investments are subject to marke 


š 


risks and there is no assurance or guarantee that the Fund's objectives will be achieved. As with any investment in securities, the NAV of the units issued under the scheme can go 
up or down depending on the risk factors and forces affecting the capital markets. Past performance of the sponsor/AMC/Mutu 
performance of the schemes of the Mutual Fund. State Bank of India, the sponsor, is not responsible or liable for any loss resulting from the operation of the schemes beyond the 
intial contribution made by it of an amount of Rs. 5 lacs towards setting up of the Mutua! Fund. Please read the offer documents of the schemes carefully before investing. 
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COVER STORY 25 


india And 
The World 


Before you read this package on India and 
the World, please keep this in mind: there is 
no such thing as inevitability. There is no 
“invisible hand” that guides nations to 
their “destiny”. It was not inevitable that In- 
dia slid down the ranks of global powers in 
the last millennium. It is not inevitable that 
it will take its rightful place in the world in 
this century. 

Whether India makes the cut or not de- 
| pends on the actions of some very visible 
| hands — yours. What this package essen- 
| tially tells you is that opportunity is knock- 
| ingat India’s doors once again. Will we 
open the door and invite it inside? 


26. The Age Of 
Promiscuity 


Living in a unipolar world, one would 
imagine, is a rather dull affair. But it isn't. 
Indian diplomacy is finding interesting and 
ingenious ways of living a full life. The 
thrills and dangers involved, exposed. 


30 Economic 
Renaissance 


India could have struck it big in 
the 20th century. It had every- 
thing going for it. Yet we missed 
the opportunity. And that was 
solely because we turned our 
back to the world. We take a walk down memory lane to 
see what went wrong and why. 


3s. The Numbers Trail 


What is the most definitive year in India’s economic his- 
tory? You would probably say 1991, the year the reforms 
started. Wrong. If you were to look at the data that we have 
culled, 1980 will emerge as a far more important year. This 
and more in the story of India and the world as told by the 
numbers and charts. A caveat: the story is not as happy as 
we would like it to be. 
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40. The Global Indian 








Illustration: JYOTI THAPA MANI 
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A new breed of assertive, confi- į T 
dent Indians are travelling over- 
seas for everything — from edu- 
cation to jobs, from travel to 
financial investments. In the 
process, they are forcing the 
world to drastically rethink the 
way it sees India. 


Ridhima Bhatia (centre): a P 
student in New Zealand 


s2! Counterpoint 


For the first time in several years, the Indian economy is ac- 
tually looking good. It is estimated to be growing at 7%; it 
could even grow by 10%. Instead of questioning why things 
are they way they are, we should try to enjoy the good times 
while they last. 
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E~ AR y434-C a pigel a Businesswori 


Cu 5 Businessworld 


sa. International 
Perspective 


The feel-good factor has percolated all 
across the country and Indians are al- 
ready thinking of taking over the globe. 
But what does the world think of us. We 
give you the opinions of stalwarts like 
Lester Thurow, Madeleine Albright, Ken- 
neth Rogoff and Stephen Cohen on India 
and where it is headed. 





Lester Thurow, professor, MIT » 


so India’s 
Idea Of Itself 


Indias global image will be shaped 
by the country’s own sense of itself 
— and how it deals with internal 
conflicts, says Sunil Khilnani. Just 
as its global profile is becoming 
larger, India is sending confused 
signals on what it stands for. 





a Sunil Khilnani, professor, John Hopkins University 


62 Brave New World 


The world as we in India know it is changing — and 
changing fast. And no, we are not talking of the swanky 
shopping malls, the fancy new eateries or the glorious big 
racing machines all around you. We are talking of the little 
things that are slowly but surely bring- 

ing a deeper meaning to our lives 
— and the lives of our coun- 
tryfolk. Witness the 
new beginnings of a 
brave new India. 








From Indica to » 
City Rover 


es! Citizen Kaul 


So you think that no country, es- 
pecially India, can even 
dream of taking on the US? 
Well think again. America 
is more dependent on us 
than we can ever imagine — 
to teach their brats, take care 
> oftheir old and ill, to do their re- 
| search and fight their wars. And what 
will the Americans do? Read on... 














IN THE NEWS 


12 The Real Story 


Davinder Singh Brars exit from the helm of 
affairs at Ranbaxy is actually a combination 
of two things — Malvinder Singh's eager- 
ness to play a larger role and, of course, 
Brars desire to leave. 





D.S. Brar: why did he quit? » 


13 Kiran Karnik Iina year when Indian IT faced the 
backlash, the Nasscom chief is Forbes’ ‘Face of the Year’. 


16 Auto Expo Many big carmakers are giving the auto 
expo a miss this year, robbing it of its glamour. 


18 Zee With Apurva Purohit's resignation, it seems the 
channel is playing musical chairs again with the top job. 


20 CISCO The company expects 12 product lines to gen- 
erate revenues in excess of $1 billion each in coming years. 





IN VOGUE 
so Bookmark 


Business books are dredging mana- 
gerial wisdom from heroes of history. 
As sales plummet in the wake of cor- 
porate scandals, writers take inspi- 
ration from Alexander, Genghis Khan and the like. 





SPECIAL 


76 Ihe BW- 
FICCI Awards 


Businessworld, in association 
with FICCI-SEDE felicitates the 
torchbearers of corporate social 
responsibility in India Inc. Scenes 
from the ceremony. 








ON THE CONTRARY 
10 Mahesh Murthy Making predictions 


for the coming year is a risky job and rarely has 
anyone got them all right. But that shouldn't stop 
one gazing into the crystal ball. 





4 FEEDBACK 
82 BW OPINION 





ee) sss: Design and illustration: Jyoti Thapa Mani 
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ESET YOU FREE... 


del ANE CLI TANLO 
APLORE NEW FORMS 
+ 


A 3 . 





PRESENTING FREEDOM. THE STUNNING, NEW-AGE WORKSTATIONS FROM FEATHERLITE. 


@ 


We help you work better Mass customisation 


Modularity Flexibility Comfort 


Featherlite Products (P) Ltd. 
#2, Timberyard Layout, Mysore Road, Bangalore-26. Tel: 080-6741067/055375002 Fax; 080-6740449 email: salesiafeatherlitem www.lcatherlitcyndia com 


EXCLUSIVE SHOWROOMS: BANGALORE: 2203812/13, 2264010 CALCUTTA: 22291948,22299464 CHENNAI: 28256251,28232764 
COCHIN: 372411,374036 COIMBATORE: 230485,231699 DELHI: 26419789,26483437 HYDERABAD: 27808906,27802602 
MUMBAI : 24375375,24377384 MANGALORE: 440941 PUNE: 6120688,4012817 GOA: 2224119 VISAKHAPATNAM: 


2552047 2530770 
DEALERS: MYSORE: 424946 PORT BLAIR: 32683, 30652 RANCHI: 200754 THIRUVANANTHAPURAM: 336959 VIJAYAWADA: 474727 ,474222 








(Feb 15. 2004) 


For candidates appearing for IIM CAT 2003 on Feb 15, 2004 
Take advantage of the ITM early admission process. 
Submit your application before Jan 31, 2004 and 

Qualify for conditional admission. 


PGDBA 2004 - 06 «ac 


Offered at : @Navi Mumbai @Bangalore @Chennai @War 


ITM Rankings: Since its birth in 1991, ITM has become one of the top 25 schools in India. Aselection o 
our ranking among business schools in India, from National Magazines: | 
| 24th best, all-India: Outlook Magazine ‘03 

j 12th best for Placements: Business Today ‘02 

u 15th best for industry Interface : B W ‘03 





Placement: Over 200 of India’s top companies recruit out of ITM every year. Our placement record was 
top-notch last year, with 100% placement in all 4 locations and starting salaries as high as Rs. 14 lacsipa | 
and median at Rs. 3.0 lacs/pa 


Eligibility: 

A) First Class (or better) Bachelor's degree from an AIU recognized university 

B)2+ years Work Experience 

C) Verifiable Mock CAT/XAT scores (60+ %) from any reputed institute IMS, Time, PT etc.) 





How to Apply: 

e Application forms are available till Feb 29th 2004 

e Application forms available at all IMS Learning Centers for Rs.1,000/-, or | 

e Purchase application kit by sending a DD for Rs.1,000/- in favor of “Institute for Technology & | 
Management’ payable at Mumbai, to the address below. Return completed application with copies of | 
required documents and test scores before January 31, 2004. 

° Scholarships: scholarships are availabie for exceptional candidates every year. These offer financial | 
assistance in the form of 50% and 25% tuition fee waivers, and part-time employment on stipend. 


important Dates 
Early Admissions/Scholarship deadline: Jan 31, 2004 
Last date for receipt of application forms: March 31, 2004 


Redeye CommunicationsiTM-PGO4-06 


INSTITUTE FOR TECHNOLOGY AND MANAGEMENT | 
Admissions Co-Ordinator (2004-06) 

sector 4, Institutional Area, Kharghar,(), 

Navi Mumbai - 410 210. 
Tel : 022-2758 0903/04, email : admissi ons@it itm. edu x 





Application forms are now available at all IMS centres. 
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Mahesh Murthy advises, 
guides and occasionally 
invests in businesses. He 
can be reached at 
mahesh@passionfund.com 


Where 
your 
columnist 
flirts with 
yet 
another 
forecast, 
and 
wonders if 
he will be 
third-time 


lucky 
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T'Sbeenacharmedcoupleofyears. Putit | 
down to providence, but the predictions | 


one made in end-2001 and end-2002 | 
were realities one year later. Rather than | 
walk away when ones ahead, your | 
chronicler now prepares for a public roasting- | 


over-flames by chancing his hand yet again. 
Ladies, gentlemen and Nostradamus, here 

are my guesses for 2004. No research whatso- 

ever was undertaken, no illegal trance-induc- 


ing substances were consumed and no small, | 


furry animals were hurt in the process of this | 


divination. I did have a bit of help, though. At 
the annual TiE conference in Mumbai, one had 


the pleasure of hosting C.K. Prahalad, Shailesh | 


J. Mehta, Kishore Biyani, Suhas Patil and Raj 
Jaswa. While the resulting predictions can en- 
tirely be blamed on me, if it transpires that | 
have seen further, it is from standing on the 
shoulders of giants. Here goes: 

1. BPO will be big for India, not for Indians: 
BPO work will go up at Indian subsidiaries of 





activities will go through the roof. Look to see a 
flurry of deals, especially in the first half of the 
year. Serious ‘topt’ will happen with some over- 
priced deals. (When you start getting those 
large bonuses, guys, you know whom to treat.) 
5. 2004 will be the bull year: The Google IPO in 
the US and Reliance Infocomm IPO in India 
will set off yet another tech mania (a saner one) 
on both sides of the Pacific. Both will make ac- 
quisitions, on both sides of the pond. 

6. China will be a threat in services, not prod- 
ucts: Indian manufacturing will come of age — 
we will survive the Chinese onslaught by find- 
ing economies of scale. Our bhai-bhai friends 
will make inroads into IT services, where we're 
still inefficient. They'll start outpricing us here. 


7. VCs will come back to India— though later: 


True-blue venture capital (for start-ups that is) 
will come back to India by late 2004. Ex-entre- 


| preneurs, and not ex-bankers, will lead the 


US and UK firms. No broad-scale opportunities | 
for Indian entrepreneurs here. The bigger pic- | 


ture will change. Only 3-4 of the big contact 


centres will survive. Ifyou aren't at 5,000 people | 


already, you must look to merge, or narrow 


down and specialise. There may be an [PO or | 
two, but no blockbusters. The multiples here | 


will be lower than those for IT services firms. 


2. IT services will go over the hill: If you believe | 
businesses go through s-curveg, fhe coding- | 
for-cheap business will have reached the ma- — 





ture top of the curve, where growth is slow and | 
steady for the biggies, and the stock will calm | 
| Our movie creativity is restricted as Indian dis- 


retirees, and not excite day-trader types. 


_ 3.1T products will be where the action is: Look | 


to see a few acquisitions of Indian product 


firms by overseas firms, and a few IPOs that will — 


sizzle. Public product firms will buy overseas 
product companies. More intellectual property 
will be produced, more patents registered. In- 
dian services firms will also start buying prod- 
uct companies as last-ditch measure. 

4. Investment bankers will wake up: So M&A 


charge this time. Angels will get more active too, 
once the tech boom makes them money. 

8. Politics will attract professionals: The age of 
Laloo Raj will end. More politicians will realise 
that keeping their gaddi is a matter of perfor- 
mance, not bribing voters. A new breed of ex- 
professionals will start making their mark here. 
9. Roads and retail will make a difference: Not 
many realise how the Mumbai-Pune highway 
and the malls in both places have changed life 
in Maharashtra. This big overdue investment in 
infrastructure (Golden Quadrilateral and all) 
will not just help companies make money, but 
also turbo-charge our economy going forward. 
10. We will make movies for the world market: 


tributors, and not directors, decide the ingredi- 
ents they want in the masala. A few directors 
will forsake India, and find fame overseas with 
films for the world audience, not NRIs. 

How confident am I? Well, [d expected last 
year to get half of them right. One got them all. 


_ So, in a fit of irrational exuberance, may I wager 
| that I'll get seven of these 10? Till then, a very 


happy new year to you all. Bi 
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Uninterrupted Corpus of over |= Superiortrack’ 4% Idealinvestment Awarded Best Monthly income 
monthly | Rs.700crs*. | recordof3years. ` avenue for Trusts and Plan atthe CNBC Mutual Fund 
dividends* | |0 i Charitable Institutions. | Awards 2003, by Moody's 
since Feb. 2001. _ i | investors Service.’ 


Birla MIP, with a controlled exposure of upto 15% in equities Bi ria M x ; 


helps score over other pure fixed income options by (An open-ended fund. Monthly income is not assured 
endeavouring to generate higher returns. and is subject to the availabilty of cistribulable surpius.) 


Debt for consistency. Equity for growth. 








To know more about Birla MIP. call us now. 


**as on 22.12.03 


The name inspires trust 

te ividend declared is subject to availability of distributable surplus. After payment of dividend, NAV will fall to fhe extent of p ayout Past perto ormance may of may not be 
tained in the future. 

fucthedblony of Ranking - n BNP Paribas Annual CNBC Mutual Fund of the Year Awards 2003, rated by Moody's Investors Sery ice. A assessed Dy first calcu 
the eat active return per each eligible fund to reflect over or under performance aga vst the a of the relative category, then calculating the mean act £ 
of each eligible fund to measure oe of performance over one year period and then adding a risk measure fo calc iculat onto reward (unda ih at have omained the 
same mean active return with iess volatility. The Fund with highest Performance Consistency Ratio í oR) achieved the award. Only open-ended mutua! tun chemes with 
at least four funds per Category as per SEB! categorisation with mini himum one eae ni ro asset tae {as a percentage of x ea Egoy ave beer 
considered for these awards, ihe rankin me s tor these awards have been done on the past performance and are not io b z as indicators ar forecasts af fulure mance 
of the funds ranked, These rankings are lor the period ended December 31, 2002. Load has not been considered Í Orth g rankings. The number r fur nds consider 2 
Monthly Income Pian-Fund were Fourteen. Ranking Entity-Moody s ess Service. 


race By i rund ae ne Deen af a hum under the indian Trust Act. 1882. Sponsors: Sun Life (india) AMC investments ne. ani 
ac} 1... va la Sun Lif e Trus stee eo a Le eels Manager: eae ne Asay i paang 
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on the factors and forces aff ac ing the aa ies mael Pasi n ot BME foes not ane he gee perforn mance of the schemes tÍ BN Fan dd es ot form 

4 basis of compari ison with other investments. The name of the scheme does not in any manner indicate either the quality of the scheme, its future prospects 0 returns. 
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RANBAXY 


In the family way 


O why did Davinder Singh Brar, 
better known as DSB in Ran- 
baxy Laboratories, quit sud- 


denly? The official version is | 
_ Asa follow up, I had asked him whether, | 


that he left purely for personal reasons, 


after having worked in the company for | 


26 years, four of which was as managing 
director and chief executive. But, some 
sections of the media have made it out 
as if the family, which owns roughly 30% 
of Ranbaxy stock, led by Parvinder 
Singh's eldest son Malvinder edged Brar 
out. In isolation neither view is entirely 
correct, though there may be some 
grain of truth. In reality the issue is far 
more nuanced. 

It's no secret that Malvinder believes 
that he should someday lead Ranbaxy. 
The last time I met him, a few months 
back, I asked him the same question, to 
which he replied that, of course, he 
would want to play a larger role in the 
company. So would you, if you thought 
you were a half way decent manager 
with ambition and your family owned 
30% of a company that was Ranbaxy, the 
country’s most happening pharma out- 
fit. To a question on whether he thought 
Brar was indispensable, he had replied 
that in business nobody was, the organ- 


DILEEEP PRAKASH 


isation was always larger than the indi- 
vidual. “Everyone thought that my fa- 
ther was indispensable, but he died and 
the organisation carried on after that.” 


after Brar, Ranbaxy would have a profes- | 
sional manager at the helm, given that | 
the incumbent was so successful. 





| Malvinder’'s reply: “I saw my dad as a 


| professional, though he was from the 


family; why does a professional always 


| have to be non-family?” 


Those close to Brar also say that 
quitting Ranbaxy has been on his mind 
for sometime now — the stress of lead- 


| ing the firm had been getting to him. 


(How long can one keep addressing an- 
alysts and keep an eye on the stock 
price, he once admitted.) He had origi- 
nally thought he would leave Ranbaxy 
after 20 years in 1997, but circum- 
stances did not allow that. Meanwhile, 
on the succession issue, he had said his 
successor could be Malvinder, but it 
could equally be someone else. If it were 
Malvinder, Brar said he would very 
much like it and even Parvinder Singh 
would have liked it. So what has, per- 
haps, happened at Ranbaxy is a combi- 
nation of two things — Malvinder’s ea- 
gerness to play a larger role combined 
with Brars desire to leave. 

Now what does this mean for Ran- 
baxy? While in some ways it’s the end of 
an era— save Vinay Kaul, who is anyway 


Malvinder Singh: Can he take Ranbaxy 
further up the growth ladder? 





What was that again? 


“Nobod ears to 
know for nce 
benefit CAS was 
introduced” 


SHEILA DIXIT, 
chief minister, Delhi 
on the conditional 
access system intro- 
duced recently in the 
capital which has 
thrown everyone in 
confusion 


If the chief minister herself is so 
confused, think of the plight of or 
dinary citizens. 





TRIBHUWAN SHARMA 


MAHARASHTRA 


A shaky coalition 


AHARASHTRA deputy chief 
M minister Chhagan Bhujbal’s 

abrupt exit from the state 
government has raised a question 
mark over its longevity. Rocked by the 
multi-crore stamp paper scam, the 
Congress-NCP coalition has been run- 
ning for cover from the BJP-Shiv Se- 
na’s onslaught on the corruption issue. 

Political circles feel that the col- 

lapse of the fragile government is a 
matter of time, particularly if parlia- 
mentary polls are advanced to April- 
May next year. Maharashtra assembly 
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elections are due in September 2004 
but the BJP-Shiv Sena want to hold 
them along with the general elections 
to take full advantage of what they feel 
is a politically favourable climate for 
the ruling NDA after the BJP’s stunning 
victories in the recent state polls. 
Having drawn blood with Bhujbal’s 
exit, the combine is likely to step up at- 
tempts to break the alliance, which is 
in any case shaky after the Telgi expo- 
sures. It remains to be seen how long 
the state government can resist the 
Opposition’s demand for a CBI probe. 


DINESH KRISHNAN 





D.S.BRAR: Where is he headed? 


close to retirement, Brar was the last of 
Parvinder Singh’s team that built the 
Ranbaxy we know today — on the face 
of it, there is little else to it. Though the 
share price dipped on news of Brar’s 
exit, Ranbaxy has enough depth of tal- 
ent to see through this transition. 

Brars exit may have more implica- 
tions for Malvinder than for Ranbaxy. 
For starters, he will, from now on be 
compared at every step, not just with his 
father, but also with Brar. That means 
while anything good Ranbaxy does will 
be attributed to the organisation that 
Brar left behind, any slip-ups will be laid 
at Malvinder’s door. More importantly, 
he'll now have to deliver on a vision — 
vision Garuda — that was essentially 
somebody else's. It was Brar’s vision that 
made Ranbaxy one of the top five 
generic players globally, accelerate the 
new drug development process and so 
on. While this model can be tinkered 





with, given the way the gener- 
ics business is shaping up, if 
Ranbaxy has to keep its share- 
holders content, there is little 
else that it can do. (Some ar- 
gue that Brar is doing Malvin- 
der a favour by quitting when 
the Garuda plan is in its very 
early stages, allowing him the 
flexibility to chop and change. 
Equally, some say that if 
Malvinder had waited a little 
longer, Brar would have 
handed him a more secure 
and sound Ranbaxy.) 

This would definitely have played on 
Malvinder’s mind if he had made an ag- 
gressive play for the top job. After all, un- 
der Brar, the value of the family’s 30% 
share had trebled to Rs 6,000 crore. In- 
siders say that Malvinder has been iden- 
tifying young talent to help him in Ran- 
baxy’s next phase of growth. Also, 
Malvinder can never be fully ready for 
the top job. To some extent he has to 
take the plunge and learn to stay afloat. 

So what will Brar do now? The op- 
tions are joining someone else (un- 
likely), starting up (highly possible), 


joining politics (he is close to Punjab | 


chief minister, Amarinder Singh) and 


doing philanthropy (a topic close to his | 


heart). But be sure that it’s unlikely that 
after 4 July 2004, he'll rest content seeing 
the sun go down over the horizon from 
his Delhi farmhouse. s 





D.N. MUKERJEA | 
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Once the CBI comes into the picture, 
more skeletons can be expected to 
tumble out of the Congress-NCP’s 
cupboard. 

It can only increase the vunerability 
of the alliance to the BJP-Shiv Sena’s 
pressure. An indication of the fear 
sweeping through the ruling parties is 
Bhujbal’s phone call to sworn enemy 
Bal Thackeray to whom he hasn't spo- 
ken since he left the Shiv Sena eight 
years ago. The excuse was Thack- 
eray’s younger brother’s death but the 
phone call underlines the desperation 
within the NCP to seek protection from 
the Shiv Sena at a time when its own 
strength is flailing. y 
ARATI R. JERATH 
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SANJIT KUNDU 


KIRAN KARNIK 


IT on a roll! 


OFFSHORING was certainly 

the most significant event 

in 2003. New companies 
kept knocking on the doors of In- 
dian vendors or set up their own 
captive units in India, Forbes read- 
ers attested to this and, unsurpris- 
ingly, Kiran Karnik, president, 
Nasscom, was chosen as its ‘Face 
of the Year’. Karnik sums up the 
year as “providing great impetus 
for business and also throwing up 
non-economic challenges.” 

Amidst backlash, reduced 

number of H1B visas and a few 
companies (Dell, Lehman Broth- 
ers) recalling work, the IT and IT 
Enabled Services sector which 





employed 650,000 people in 
March 2003 is expected to give 
770,000 jobs by March 2004. 
BPO startups like Wipro Spectra- 
mind and Daksh eServices will 
soon see staff exceed 10,000. 
Captive centres like GE are eyeing 
third party work. Companies have 
moved on from plain vanilla call 
centre jobs to equity research, 
healthcare, HR and retail BPO. 

On backlash Karnik says: “As 
the US economy picks up, there 
will be less of backlash. The noi- 
ses will be more on emotional 
grounds. Offshoring will increase.” 

What next? As part of the bud- 
get proposals Karnik seeks more 
government support for e-gover- 
nance projects. This he says, “will 
not only bridge the digital divide 
but also boost the IT sector.” E 

SHELLEY SINGH 
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E had predicted in this 

magazine a few weeks ago 
that foreign exchange reserves 
would top the $100-billion mark by 
the end of 2003. Bingo! It's a great 
achievement for an economy that 
was down to its last billion in 1991. 

A hundred billion is ample 
insurance against jumps in oil 
prices or sudden withdrawals of 
foreign capital. But do we really 
need more? (China, of course, has 
squirrelled away $382 billion.) The 
Reserve Bank of India (RBI) has 
accumulated its $ 100 billion as a 
consequence of its efforts to keep 
the rupee down. What now? 

The RBI could do three things, 
either individually or in some 
combination. It could allow the 
rupee to appreciate. Or it could 
encourage Indians to buy assets 
abroad. Or it could ask the finance 
ministry to encourage imports by 
slashing customs duties. The next 
budget should offer some clues. 


£ 


NION Bank of India has 

surprised everyone by hiking 
interest rates on its housing loans. 
There has been a fair bit of 
discussion in recent weeks on 
whether rates have bottomed out. 
But few expect an immediate rise. 

It was Oriental Bank of 
Commerce (OBC) chairman B.D. 
Narang who first set the cat among 
the pigeons. He said recently that 
there was a bubble building in the 
mortgage finance market, and 
higher interest rates would help 
release some hot air out of this 
bubble. Curiously, OBC has not yet 
cut its housing loan rates, and nor 
has any other bank. 

Meanwhile, credit rating agency 
ICRA has also expressed concerns 
in a recent report that “unmanaged 
growth may lead to credit 
concerns” in the mortgage loan 
market. The report also shows that 
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by Niranjan Rajadhyaksha 


the difference between the rates on 


government securities and housing 


loans is narrowing fast, though local ` 


“credit spreads” are still high 
compared to the US. 

If banks have to maintain a 
profitable housing loan portfolio, 
says ICRA, they will have to do two 
things. One, learn how to offer 


| different rates to different 


customers (depending on their risk 
profiles). Two, they should maintain 
strict control on asset quality. 


Aç 
HE big news for the global 


economy this week was an 
official confirmation of what most 


| economists already knew. The US 
| government said last week that the 


world’s largest economy grew at 


| 8.2% in the quarter ended 


September, a rate not seen since 
the early 1980s. But there was 
some worry on another front. Core 
inflation (which doesn’t include 
changes in food and fuel prices) 


_ has dropped to 1.1%, a four- 


decade low. That has stoked fears 
that the US is headed for deflation. 
But that’s an unlikely possibility for 


_ a fast-growing economy with a 


weak currency. Still, it would be a 





good idea to keep a close watch on 


| US inflation numbers. 


BS 


ERE’S something from a 
recent interview of IMF chief 


| economist Raghuram Rajan, 


published in the IMF Survey. “l 
believe that it is very important for 
economists to communicate not 
just with each other but with a 


larger public... My philosophy is that | 
| is you can’t say in simple words 


what it means and why it’s of 


| reasonable importance, you should 


! 


wonder whether, in fact, the work is | 


| useful,” he says. 


That's useful advice — both for 
economists and journalists. 
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INSTITUTIONS 


Overhauling 
the bodies 


N 22 December, finance minis- 
() ter Jaswant Singh introduced 

three bills to overhaul the law 
governing the Institute of Chartered Ac- 
countants of India (ICAI), the Institute 
of Costs and Works Accountants 
(ICWAD) and the Institute of Company 
Secretaries of India. The bill gives pow- 
ers to dissolve the central council of 
these bodies if government directions 
are not followed. 

A separate Appellate Authority is 
proposed to be created for taking up 
cases of members aggrieved 
by the decision of the council 
and cases where the council 
disagrees with the finding 
of the disciplinary com- 
mittee. Separate qual- 
ity review boards will 
be set up with 
nominees from 
the govern- 
ment and the 
council to fix 
standards of 
services and re- 
view them. And 
the disciplinary 
committee's 
strength has 
been beefed up by govern- 
ment nominees. 

Recently, the government had is- 
sued a notice to the ICWAI council 
threatening to dissolve it as it failed to 
give effect to the department of com- 
pany affairs direction on various counts 
over a two-year period. Last year, too, a 
similar notice was issued. Among other 
things, the government had objected to 
foreign travels by council members. 
ICWAI is now recovering this money. In 
ICAI’s case, the Joint Parliamentary 
Committee had commented adversely 
on the slow disciplinary procedures on 
erring members. The number of seats 
on the councils of the institutes is likely 
to be increased. In ICAI’s case, the gov- 
ernment will nominate people for 25% 
of the total 40 seats. Now, its nominees 
occupy six of the 30 seats (20%). $i 

ASHISH AGGARWAL 
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Divya Bhaskar 12 Lac Readers 


Gujarat Samachar 10 Lac Readers 


Great news! People in Ahmedabad now have a newspaper that’ 
unbiased, truthful and their very own. Because Divya Bhask 
was Created after a massive survey conducted across 12 | 
households. No wonder, AC Nielsen ORG MARG has rated it the 
No.1 newspaper in Ahmedabad, dethroning its competitor. Yes, 
is a huge coup by Divya Bhaskar, the ‘people’s newspaper’. 


Created by the people, for the people 





AUTO EXPO 


Who needs it 
anyway? 


MAGINE the ‘70s without the hip- | Anand Mahindra is the CII president. 


pies. Or a pub with no draught 
beer... With several auto giants 


pulling out of the 7th Auto Expo to | 


be held this January, Asia’s biggest auto- 

motive show threatens to be robbed of 

its traditional glamour and hype. 
Despite record sales of 15,259 units 


in November 2003, an increase of 55% | 


over last November, and two imminent 
launches (Elantra and Getz), Hyundai 


Motors will not participate in the Auto | 


Expo, organised by CII, Society of Indian 


Automotive Manufacturers and Auto- | 


~- motive Component Manufacturers As- 
sociation. With three new models in the 


last six months — City, Accord and CR-V | 


— Honda SIEL CEO Hamije Yamada, 
too, has exhausted his 
stock and has “no en- 
ergy left for some time”. 

Ford, GM, Toyota, 
Hindustan Motors, 
Mahindra & Mahindra 
Fiat and Kinetic are also 
_ opting out. M&M's ab- 
sence is all the more 
conspicuous as CEO 


Auto Expo: Losing out 
some big names 


SEBASTIAN JOHN 





If some are dropping out as they 





Piaggio, Bajaj Auto, Maruti, Tata 
Motors, Skoda, DaimlerChrysler 


E WHO'S OUT 


Kinetic, Hero Honda, Hyundai, 
Honda SIEL, Fiat, General Motors, 
Ford, M&M, Toyota 


| high rate of dropouts. 


have nothing new to exhibit, most cite | 


the exorbitant costs as a factor. Electric 
carmaker Reva feels its money would be 
better spent in direct sales and promo- 
tions. Even Bentley India, which is set to 
launch the sporty Continental GT soon, 
is not using the Expo's platform. Says S.P 
Bagla, director, Bentley India: “The cost 
involved is high. I'd rather spend it on 
marketing initiatives.” 


With an established event like the 
Expo struggling to lure the biggies, 
what's the fate of the first ever ‘Auto Asia’ 
in Gurgaon going to be? Spearheaded by 
former CII man, Piyush Behl, who heads 
the Indian Entrepreneur Forum(IEF), 
this rival fair is modelled on Germany’s 
Auto Mechanica. Scheduled to be held 
in December 2004, it is a joint venture 
between the Haryana State Industrial 


| Development Corporation (HSIDC), the 


As Atul Sobti, vice-president Hero | 
Honda points out, participating in the | 
Expo will set back the firm by Rs 1.5 
crore, while usually few serious buyers 
turn up at the event. When contacted, 
CII officials were tightlipped about the 








Haryana Urban Development Corpora- 
tion (HUDCO) and IEF A net area of 
27,000 sq metre that can house 500 stalls 
will be provided by HSIDC and HUDCO 
as their equity contribution. The search 
is on fora third party sponsor. 

Behl promises that Auto Asia will be 
more cost effective and business ori- 
ented than the Auto Expo as it uses pre- 
fabricated structures and has an em- 
phasis on outdoor space, reducing a 
participant's cost by 30-35%. Over 40- 


| 45% of participation will be interna- 


tional players from South, East and 
South-East Asia with China as the part- 
ner country. But, have any firms signed 
upyet? Behl’s reply: There is nothing on 


| paper but I do have some takers. = 


AARTI KOTHARI 





HUMAN GENOMICS 


Indians not in on the second phase 


FTER mapping the human genome, the second 

most significant project in the field has just been 

kicked off. That of generating a haplotype map of 
the human genome. Haplotypes are common patterns of 
differences in the human genome. The “Hapmap' is the first 
systematic approach to understand diseases using a multi- 
genic approach. It is a $100-million effort. The National Hu- 
man Genome Research Institute, Baylor College of Medi- 
cine in the US, Oxford University, the Chinese Hapmap 


Consortium among others are part of this effort. 
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But India is not there on this project. For a country that 
is becoming the next destination for clinical research for 
drugs, each international scientific collaboration can add to 
its stature. India's absence is surprising as the Delhi-based 
Institute of Genomics and Integrative Biology (IGIB) is part 
of the Human Genome Project.“We do have the capability 
of participating in international projects. The projects have 
to be relevant to us,” says Vijay Raghavan, director, Na- 
tional Centre for Biological Sciences, Bangalore. Ë, 


GINA S. KRISHNAN 
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Vijay Jindal 


Digvijay Singh 


Changing 





HE Zee CEO roundabout continues. The latest, the sixth , is 
Apurva Purohit who put in her papers recently. Sunil 


R.K. Singh Sandeep Goyal 





Khanna, CEO Zee-Turner will be Purohit’s successor. Purohit 
made headway with shows like Astitva. On an average, Zee 
has a new head every two years. Going by Zee’s record, there 
was no way Purohit could have lasted. So, can Khanna, a 
Zee-oldtimer beat the average tenure? ( S.S. Sanyal who 
came in after Digvijay Singh is not in the pictorial line up.) 


a 
VANITA KOHLI-KHANDEKAR 
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| Sunil Khanna 





Apurva Purohit 








ITHtheSensexzooming 

past 5500, are technol- 

ogy funds broadbasing 

their investment to 
make short-term profits? Since August 
2003, three of the 12 technology funds 
have broadbased: their investment 
mandate to invest not only in technol- 
ogy but in other sectors too. In the cur- 
rent bull run, the BSEIT Index was a lag- 
gard while the BSE Healthcare Index, 
was the star performer (see table). 

In August 2003, Birla IT, was the first 
to reposition itself as ‘Birla India Oppor- 
tunities’ fund. Now, Chola Technology 
has repositioned itself as ‘Chola Oppor- 
tunities Fund’. IL&FS eCOM fund will be 
known as ‘IL&FS Global India Fund’. The 
three funds plan to tap Indian firms that 
are strong in global markets, focussed 
on global outsourcing or have adopted 
global benchmarks. 

Changing the investment profile is 
not new. Both Birla IT and Chola Tech- 
nology were launched as diversified eq- 
uity funds. Sensing the tech boom, Birla 
IT became a tech fund in December 
1999 when the Sensex hit 4800. The 
boom peaked in February 2000. Chola 
Technology Fund converted in March 
2000 when the meltdown had begun. 
IL&FS eCOM Fund was launched in 
February 2000. This time these funds 
(barring Birla IT) are becoming diversi- 
fied with the Sensex at 5500. 





TECH FUNDS 


Blowing with the wind 


How they fared 


Returns* (%) 





Key indices 
BSE Healthcare Index 


* Between 1 April 2003 and 19 December 2003 


Is this a negative call on tech? “The 
theme change should not be taken as a 
negative call on the technology sector. 
We still believe in its prospects. The idea 
is to broadbase the investment universe 
so that fund investors could benefit 
from the potential of outsourcing in 


Returns* (%) 





other sectors also,” says Suhas Naik, | 


head of equities at IL&FS Mutual Fund. 
Sources at Cholamandalam Mutual 
echoed a similar view, but point out that 
the limited universe of technology 
stocks leads to lack of diversification 
and exposes investors to higher risks. 
Will other technology funds follow 
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Equity fund category 
Pharma 

Tax planning 
Diversified 
Petroleum 

Index 

FMCG 
Technology = 


"ae 





eto aS a. 


Source: Valueresearchonline.com 


suit? Dileep Madgavkar, CIO, Pruden- 
tial ICICI Mutual Fund says: “There are 
no plans to convert our technology fund 
as of now.” 

Investors in the three schemes seem 
to be comfortable with the makeover, as 
none have witnessed large redemp- 
tions. Investors may have a chance to 
recoup losses incurred in 2000. Butis ita 
good strategy for funds to shift their fo- 
cus in the long-term? Sector fund in- 
vestors ought to keep a close watch — 
after all, too much of moving along with 
the wind could also be harmful. s 

RACHNA MONGA 
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— tions provider): “On an average 5-10 


CISCO 


C ] & s & | 
ISCO Systems expects 12 new New growth areas 
product lines to generate rev- 


tem level solution to meet security 
threats. Explains Russell Rice, manager, 





enues in excess of $1 billion @ Security new security system technologies, VPN 
| each in the next few years. Six e IP telephony & Security Business Unit, Cisco Sys- 
of these are security, IP telephony, stor- e Storage networking tems: “The ability to identify threat and 


' age networking, optical networking, z start putting on protection is not there 
Ë g op 5 è Optical networking P ay 


networked home and wireless LAN. The as yet but has become relevant. Here 


= networking solutions company calls @Networkedhome — Ciscos self defending network williden- 
these as advanced technology areas. e Wireless LAN tify and prevent security threats.” 
The other six “are IP (Internet Protocol) eo Sore beri Bl» a A Dralion: Cisco is working with anti-virus ven- 
based and are at various stages of devel- dors like Trend Micro, Network Associ- 
opment at our R&D units”, says Bill ates and Symantec to integrate its NAC 
Chang, regional managing director, | Security thrust: Cisco sees beefing up | into their solutions. “Our goal is to do an 
South Asia, Cisco Systems. security as a priority. It is leading anin- | admission checking on every device 





The company spent $3.3 billionon | dustry-wide effort to stop viruses in | thatis hooked to the network, including 
R&D. According to analysts, the net- | their tracks before they cripple net- | handheld devices and IP phones,” says 
working equipment business that ac- | works. The Cisco Network Admission | Rice. After that it would be network in- 
counts for 80% of Cisco's revenues is ex- | Control (NAC) seeks to identify systems | fection containment — identify pat- 
pected to growat just 6% ayear. Thenew | with vulnerabilities and provide secu- | terns of infections and check them. 
advanced technology areas, including | rity solutions. NAC willbe thefirstphase | Simply put, nipping viruses in the bud. 
Wi-Fi and security software, that it be- | of the Cisco self-defending networkini- | And that's just one of the dozen new fo- 
gan targeting during the downturn al- | tiative, which encompasses integrated | cus areas of the networking company. i 
ready fetch it 14% ofits revenue. security, industry collaboration and sys- | SHELLEY SINGH 
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Top troublemakers 





















2003 Virus % reported 
Worm. year or te 
. i Blaster-A 15.1 
IRUS writers were overactive 4 Nachi-A 8.4 
in 2003 making it the worst i * Gibe-F | 7.2 
year as far as virus attacks are i Dumaru-A 6.1 
Sober-A 5.8 


concerned. Of course, this is 

not taking into account the damage 

. caused by SARS, worms in Cadbury's 

bars and concern over high levels of 
pesticides in colas! 

Says Niraj Kaushik, country man- 

ager, Trend Micro (an anti-virus solu- 


Mimail-A 4.8 
- Bugbear-B 3.1 
JSoBig-E (ire 
Klez-H 1.6 

25.1 


F, H refer to most dominant variants 
Source: Sophos 
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viruses were released a day. Most of 








them went unreported as they are vari- | 20% a year. Businesses got pretty tough | professionals. Those high on anti-virus 
ants of the existing viruses.” | on virus writers too with Microsoft even | products spending are financial institu- 
The dubious distinction of the top  offëring a reward of $5 million to cap- | tions, manufacturing, BPO, IT and tele- 
viruses went to malicious codes like So- | ture the authors. com companies. 
Big, Blaster, Nachi, Lovegate and Klez. The year also saw companies in In- | Meanwhile, be wary of online New 
Interestingly, the maximum damage | dia hiring Chief Security Officers — | Year greetings (Trojans) from unknown 
was done during August this year by | geeks whose job is to keep company | sources like an enticing ‘gift for you’ 
Blaster and SoBig. networks virus free. Kaushik is reluctant | That could simply cripple your network 
Global spending on anti-virus prod- | to mention names but says that 10 ofthe | first thing in the New Year. a 
-ucts has been growing at the rate of 15- | Top 50 Indian companies hired such | SHELLEY SINGH 
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HRISTMAS Eve was a bad day 
for India’s top-notch lawyers 
who have been fighting tele- 
com cases for the past few 


.” years. That's when Union communica- 
.- tions minister Arun Shourie came up 


with a bagful of goodies for mobile ser- 


s Z vice providers. In the process, the dis- 
_’. putes in the sector have been settled 


once and for ail. 
That means less business for tele- 
com lawyers. So don’t be surprised if this 


<-> Christmas and the coming New Year, 


| v _ the bubbly flow at the homes of the top 
` “telecom lawyers is a bit muted. Over the 


` Jast three years, the lawyers have been 


minting millions in the most celebrated 
' fight in the telecom sector— between 


~ cellular service providers and the lim- 


_/ ited mobility players. Sunil Mittal, chair- 
~ Man and group managing director of 
` Bharti Tele-Ventures points out that 20- 


<=> 30% of his time and energy was being 


spent on the litigation. Now that can be 


` 2 focused on building quality networks 
> and services. 


Both, the Cellular Operators Associ- 


š : » ation of India (COAD and the Associa- 


tion of Basic Telecom Operators (ABTO) 


` had hired leading lawyers to fight their 






TELECOM 


The final 


ASHISH SAHI 


case. Over the last three years, ABTO 
had hired Harish Salve, Abhishek 
Singhvi, Ashok Desai and Kapil Sibal 
among others. The COAI had Ram Jeth- 
malani, C.S. Vaidyanathan, Manjul Baj- 
pai and P. Chidambaram to argue out 


settlement 


their case. 

No one is willing to hazard a guess 
on how much the lawyers made. But 
one thing is sure: the lawyers will need 
to look for new corporate clients soon. 
One area to look for could be pharma- 
ceuticals. With exclusive marketing 
rights (EMRs) being challenged by In- 
dian pharmaceutical companies, that’s 
a new business area opening up. The 
other area is the power sector where 
deregulation is likely to bring out a 
whole new set of disputes. 

So after years, the battle for the In- 
dian telecom subscriber will be fought 
in the market and not in the Supreme 
Court. As companies go in for mergers 
and acquisitions, 2004 should see the 
consumer getting a better deal. - 

ANUP JAYARAM 
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DR REDDY'S LABS 


Lagging behind 


| BSE HEALTHCARE INDEX Ñ DR REDDY'S SHARE PRICE 
* 






HARES of the Hyderabad-based 
Dr Reddy’s Laboratories (DRL) 


extent from the bull run than its 


./ peers and smaller pharmaceutical 


. firms. The Rs 1,807-crore DRL shares 
` were up 27% since 1 June, compared to 





* 
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+ 
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* 
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appear to have gained to a lesser | 


_ hardts 103% and Sun's 74%. 





Ranbaxy'’s 38%, Cipla’s 65%, Wock- 


It also underperformed the BSE 
Healthcare Index, which gained 62%. 
Analysts say that DRL is fairly valued, 
but there hasn't been enough “news 
flow” driving stock prices. 
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Besides, the rally has been greater in 
second-rung pharma stocks, they say. 
There has been a delay in the launch of 
Dr Reddy's version of Pfizer's over $2 bil- 
lion heart drug Norvasc in America. A 
US court judgement on whether or not 
Dr Reddy's Amvaz infringes a patent on 
Norvasc was expected before the end of 
2003 but has yet to see the light of day. 
Though Dr Reddy's has the US FDAs ap- 
proval to market Amvaz, it cannot 
launch the drug until the court case is 
settled. Ifit does, and it loses the case, it 
will be forced to pay a hefty penalty to 
Pfizer. One Mumbai-based investor in 
Dr Reddy’s observes that besides the 
judgement on Amvaz, there is very little 
“near-term excitement” in Dr Reddy's. 

Another US court case involving a 
copy of Eli Lilly's blockbuster psychi- 
atric drug Zyprexa is not expected to be 
resolved until well into 2004. For now, 
the market is waiting for the court 
judgement on Amvaz. If Dr Reddy’s 
wins this case, the stock is expected to 
surge overnight. E 

GAURI KAMATH 


HEnews ofhis retirement may 

have surprised the Street, but 

Kumar Mahadeva, chairman 

and CEO of Cognizant, had 
timed it perfectly. The announcement 
came just before X’ Mas — a quiet pe- 
riod for most IT firms. Also, Cognizant 
had just wrapped up its annual cus- 
tomer meet so the customer planning 
and budgeting for the following year 
was over. Mahadeva is handing over 
charge to chief operating officer N. Lak- 
shmi Narayanan, who is coming in ata 
crucial point in the company’s life. Cog- 
nizant hopes to touch $500 million (it is 
expected to close 2003 at $365 million) 
by end-2004. Narayanan’s challenge will 
be to scale that to $1 billion. 

Cognizant is expanding furiously; it 
will add 4,000 people to its existing base 
of 9,000 employees next year. But the 
journey from $500 million to $1 billion 
has not been easy for other companies 
like Infosys and Wipro. The biggest chal- 
lenge is managerial depth, as projects 
get more complex and the scale and size 


Lakshmi Narayanan: Taking charge 


R.A. CHANDRU 


COGNIZANT 


The 


$lbn 
target 





starts challenging available skills. 

Cognizant, however, is confident of 
managing that. For one, the US-based 
firm says its model is quite different from 
Indian companies. It has been organised 
by verticals since 1998, something that 
most Indian firms are attempting only 
now. Its vertical practice heads are based 
in the customer markets and not in In- 
dia. And, most significant, it has always 
been comfortable with a 20% margin 
(Indian firms had margins of over 30% in 
the past), and anything over that is al- 
ways re-invested in the business. 

Most of Cognizant’s turnover so far 
comes from one service line: enterprise 
applications. Future growth may come 
from service lines like BPO or infrastruc- 
ture management. So far BPO has been 
a bit of a sticky wicket for Cognizant. Re- 
cently the head of its BPO operations, 
Raju Bhatnagar, put in his papers to join 
ICICI One Source. Narayanan says the 
company is still watching the BPO space 
since most of the work in India is still in 
low-end call centres, which is different 
from application outsourcing. » 

MITU JAYASHANKAR 
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ADVERTISING 


Shine on, India 


OW, the whole 
world knows. 
India Shining, 
the ad cam- 
paign telling us that India 
is, well, shining, has gone 
global. The ad, feel-good 
factor and all, first made its 
appearance in 22 editions 
of the Financial Times on . 
10 December, and the 
Ministry of Finance (MoF) 
is looking to tap other inter- 
national publica- 
tions after the New 
Year. Says Prathap 
Suthan, national 
creative director, 
Grey Worldwide (In- 
dia), and the brains 
behind this campaign 
along with the MoF: 
“The growth and the 
progress in the country 
is evident, this is the 
time to reap the good 
harvest.” 
The ads radiate a feel- 
ing of confidence though 
the campaigning has been 
different in the global and 
domestic contexts. While the interna- 
tional campaign portrays India as a land 
ofopportunity and ‘The Destination’, for 
tourists, bankers, industries and corpo- 


ao 


rates, the local campaign has targeted | 


the Indian public at large. The idea to go 
global was a natural extension of the lo- 
cal ad campaign, but received a big fillip 
when Indian corporate bigwigs con- 
veyed their thumbs-up to Suthan. 


Apparently this is part of a larger | 


‘Brand India’ exercise that needs to be 


sustained for a long period of time. Al- | 
_ itis the country that is doing well. If the 


ready, the total ad-spend on the Indian 
campaign is Rs 7 crore and will continue 
to increase. There are other facets to the 


campaign that the MoF is contemplat- | 


ing, prominent among them being the 


increase in women’s opportunity and | 
| beat Australia in the Melbourne Test, get 
we 


rural development. 
For all the impact it is creating, the 
campaign, though, has had an uneasy 

















Opportunity 


geography. 





Two faces of a campaign: 
The global ad (top) and 
the desi flavour (left) 


ride. Originally launched 
on 10 October, it had to 
be withdrawn just four 
days later, since assem- 
bly elections in four 
states were round the 
corner. It came backin 
circulation on 5 De- 
cember. The total run 
of the entire cam- 
paign has lasted 
barely three weeks. 
Yet, the catch- 
phrase has caught on in a big way 
with politicians using it in their 
speeches, forum discussions, debates et 
al. So far, the international response 
hasn't been gauged, but Suthan has no 
reason to believe that it won't be suc- 
cessful. “The ad will showcase us as be- 
ing contemporary and confident in the 
western media mosaic,” he says. 
Cynics might carp that the ad cam- 
paign is merely a government tool to 


| tom-tom its own achievements at a 


time when the parliamentary elections 
are round the corner. Suthan disagrees. 
“Finally, people should understand that 


US had to come out with a similar cam- 
paign, the entire country would be be- 
hind it.” Where will the India Shining 
campaign go from here? Suthan doesn't 
let us on. But, if India does manage to 


ready for a huge blitz... 
IRSHAD DAFTARI 
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HEALTH INSURANCE 


Helpful 
guidelines 


HY is there such a lack 
of interest for health in- 
surance in India? Ask any 
insurance company and they will 
blame it on the lack of accurate 
data in healthcare, disease profile 
and disease management. Al- 
though the Insurance Regulatory 
Development Authority(Irda) has 
initiated steps to develop a code 
of diseases on the lines of the 
WHO's international code of dis- 
eases, there is still a great deal to 
be done. Disease registries need 
to be set up. In the metros, cancer 
registries are being set up, but 
there is no central database at the 
moment. The Indian Council of 
Medical Research and the Ministry 
of Health and Family Welfare has 
some information available based 
on government hospitals’ statis- 
tics, but it is not adequate. 

For insurance firms, another 
step that can help streamline their 
business is the setting up of 
guidelines for managing diseases. 
Every disease progresses in a cer- 
tain manner and the treatments 
are, by and large, standardised. If 
a set of guidelines are issued that 
can serve as reference points for 
practising doctors, it would also 
help insurance firms gauge the 
cost of treatment and patients, 
too, would benefit. 

Private players are now taking 
a lead in this area. The pharma- 
ceutical sector, too, is actively 
supporting disease management 
guidelines. For instance, Pfizer 
supported a study which led to the 
setting up of guidelines for ‘febrile 
neutropenia,’ a fever arising out of 
infection in cancer patients for 
practising oncologists. Earlier 
guidelines which have been ac- 
cepted are for hypertension, 
rheumatology, as well as for mini- 
mal access surgery. E 
GINA S. KRISHNAN 
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journeys in 
ja unipolar 
world. 

T by Tony Joseph 


| HAT is a nice country to do in a 
unipolar world? You could go 












the Japanese. You could chafe at. 
the bit, like the French or the 
Russians. You could put your 
nose to the grindstone and 
| sharpens your economic and military capabilities, 
. like the Chinese. 

So what should India do? 
— Just three years ago, the answer seemed obvious 
| ~~ go with the flow. For the time being at least. The rea- 
| soning was this. India and the US share common values 
| such as democracy and human liberty. They also face com- 
‘mon threats such as terrorism and the rise of China. Moreover, 
the logic of the Cold War that kept the two democracies apart 
had withered away. And the economic rise of India had givenit 
| aa new cachet on the global market for power and influence. 
aaa makers and pundits in both India and the US put two 
| and two together and came to the inevitable conclusion: the 
“concert of democracies” was about to begin. Jog your mem- 
ory a bit and you will remember the romance 
of the Jaswant-Albright 
meetings. The promise of 
the Jaswant-Talbott 
“strategic dialogues”. The 
sense of history being 
made as Bill Clinton was 
given a standing ovation in 






















-CHARTING 
with the flow, like the British or | A N ; WwW 
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° India and the US 


The magic is gone, but the 
relationship endures. 








india-Russia-China: 
The Secret Society for 
Multipolarity? 
india-Brazil-South 
Africa: The Union of the 
Not-So-Rich 













the Indian Parliament in March 2000. Two “estranged democ- 
racies” were coming together at last and they were finding the 
experience rather pleasing. 

Today, three years later, the magic has gone out of the re- 
lationship. The relationship itself continues — and is get- 
ting stronger in many ways, especially in the areas of defence 
contacts and high-technology co-operation — but there's no 
longer the sense of anticipation and excitement that seemed 
to define India-US engagements between 
1999 and 2001. Itis now more like a relation- 
ship between two people who feel that the 
longer-term interests that hold them to- 
gether need not keep them from pursuing 
other interests elsewhere. 

Just four instances will make tangible 
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ghanistan, 


the change in the atmospherics. On 11 May 2001, Vajpayee 
went out of his way to support George Bush's nuclear missile 
defence plan, going against world opinion and risking the 
alienation of traditional ally Russia. Four months later, on 
14 September, the Indian Cabinet Committee on Security met 
and decided to provide “all assistance required” to the US in 
the event of a military action in response to the September 11 
attacks. “Delhi will provide logistical help or act as a staging 
ground fora US military attack,” said the then foreign minister 
Jaswant Singh. 

Clearly, this was an India that wasn't shy about standing up 
for the US. 

Cut to 26 January 2003. The chief guest at India’s Republic 
Day function is Mohammad Khatami, president of Iran, 
whom Bush had designated a member of the “Axis of Evil” 





along with North Korea and Iraq a year earlier. And 11 months 
later, as Saddam Hussein is captured in Iraq, India is notice- 
ably quiet. “We have noted it,” was the only reaction of Indian 
foreign minister Yashwant Sinha. 
Clearly this is an India that isn't shy about making its differ- 
ences with the US known. 
So what happened between 2001 and 2003 to change 
the tone and tenor of “India’s most-important rela- 
tionship” — as a foreign secretary once put it — so 
much so that Jaswant Singh, the foreign minister who 
had built a strong rapport with the US policy estab 
lishment was shifted out, and Robert Blackwill, 
America’s Ambassador to India, and an equally 
strong proponent of India-US relations, had to 
resign as differences cropped up between hin 
and his superiors? 
in two words, the answer is ‘Se 
























ptember 11 
d, the trajec 








tory of India-US 

steeper,” ad mits ase 

though he doesn't put itin th 

that America’s adoption of Pakistar 
line ally” in the war on terror led to as 


think in India on the options before it. 
cember attack on the Indian Parliament and the 
consequent mobilisation of Indian troops against 
~. Pakistan (Operation Parakram) widened the differ- 
ences even further. On the ground, Operation 
Parakram achieved little other than meaningless 
promises from Musharraf about stopping terrorism. 
After almost going to war against Pakistan and drawing 
back unsatisfied, India took two lessons to heart: one, 
that its current military capabilities didn’t give it any good 
options of fighting an offensive war against Pakistan; and two, 
it could not count on America to wage its battles for it. Those 
lessons have translated into two concrete decisions — one, to 
substantially upgrade Indias military capabilities and two, to 
chart out a course of foreign policy that will increase India’s 
strategic manoeuvreability. This decision, clearly articulated 
or not, has led to a series of diplomatic initiatives. 

There is irony in this development though. It was India 
that used to accuse the US of seeing India only through the 
prism of India-Pakistan troubles. But in this instance, it was 
India that was looking at the India-US relationship through 
the very same prism. India, it seems, is stil] finding it difficult 
to touch, feel and grasp its global role and relationships 
without reference to little neighbour Pakistan. But we will 
come to that later. 

The immediate reasons for India changing tack may be 
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story 





Vajpayee and Wen Jiabao in Beijing, 2003: Three cheers to realpolitik 


flawed, but the point is that the move towards actively seeking 
more strategic options is the right one — it will probably add 
more texture and flavour to the India-US relationship because 
there will be more reasons for the US to be sensitive to India’s 
concerns. “There was a kind of narrow realism earlier,” says 





Amitabh Mattoo, foreign policy expert and vice-chancellor of 


the University of Jammu, adding: “But there is a greater recog- 
nition now that it is a complex world where relationships are 
not so simple and straightforward.” 

Mattoo has got it right. And nowhere is it more evident 
than in Indias relationship with China. For many decades, 
China's approach to India was to keep it pinned down to south 
Asia through its ongoing rivalry with Pakistan. But the increas- 
ing closeness between India and the US — not to mention the 
nuclear tests and the resurgence of the Indian economy — 
has helped China appreciate better the need to improve 
terms with India and to prevent it from becoming an ally of the 
US. The recent breakthrough in India-China relations is a re- 
sult of this fundamental reappraisal of India 
by China, as evident from this report in the 
People’s Daily of 21 May 2001: “Steadily 






warming India-US relations have resultedin BEES 
widespread attention to the geopoliticsof [mm 
Asia. It is difficult to predict whether or not ee 


India will become a strategic ally of the ER 
US or of China, but the sudden attractive- 
ness of India will sooner or later alter the re- 
gional balance of power between the three 
countries.” 

In a paper presented at the Washington- 


based Center for Strategic and International 


Studies, visiting scholar 

Venu Rajamony says: 

© “China's fear is that India 

Nn N might “doaChinaon China” 
D D — that is to say, just as China š 
D and the United States put < 
=, À 9 aside a history of hostility 2 
the wo* and ideological differences ë 
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in the 70s to forge a tacit alliance 
against the Soviet Union, will India 
andthe US, who have had a difficult 
and prickly relationship, find com- 
mon ground by uniting against 
China?” Rajamony calls the India- 
China-US triangle a “soft balance of 
power system in the making”. 

Whatever be the reasons, the 
fact is that there has been a funda- 
mental change in India-China rela- 
tions. And the principle of the “soft 
balance of power system” is gaining 
greater currency in India’s foreign 
policy establishment. Just as it was 
turning down the invitation to be 
part of America’s “coalition of the 
willing” in Irag (India consistently 
insisted that it will send its soldiers 
to Iraq only under UN auspices), it 
was joining another “coalition of the eager” to support multi- 
polarity — what is officially called the Trilateral Dialogue be- 
tween India, Russia and China. Foreign ministers of the three 
countries have had two meetings on the margins of the UN al- 
ready, and now the dialogue is getting more institu- 


REUTERS 


tionalised - the Russian foreign minister wants the k 
three to meet outside of the UN. The agenda: “co-or- £- 
dinating our approach to global issues through trilat- Pon 


eral engagement’, in the words of the Indian foreign 
minister, Yashwant Sinha. “Global issues” may be too 
wide a term to use; “all the issues that come up before 
the UN general assembly” may be a more accurate descrip- 
tion and “all issues that impinge on multipolarity” a more 
faithful one. According to Chinese popular weekly Ban Yue 
Tan (June 2001), the US “sought to use India to break up the 
Russian proposal for strategic co-operation between 
Russia, China and India,” but if it was true, it has obviously 
not worked. 


Vajpayee and Putin in New Delhi, 2002: Seeking the holy grail of multipolarity 
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It would be utterly wrong to see the trilateral dialogue as a 
gang-up against the US, though. As a foreign policy mandarin 
puts it, each of these three countries consider their relation- 
ship with the US more important and closer than their rela- 
tionship with each other. So if they are finding it necessary to 
dialogue regularly, the reasons have to be found in the con- 
cept of a soft balance of power system. 

India’s search for new partners is not limited to the global 
political arena; it extends to the economic arena as well. On 
6 June this year, the foreign ministers of Brazil, India and 
South Africa — all aspiring permanent members to the 
UN Security Council — met at Brasilia to “examine themes on 
the international agenda and those of mutual interest”. It's 
easy to see what these three vibrant democracies from three 
different continents are seeking (apart from the entry of new 
permanent members to Security Council, of course!). These 
middle-level powers with substantial economies 
have common interests in the future of global trade 
negotiations and will exercise their influence jointly 
to mould them in their favour. The India-Brazil- 
South Africa (IBSA) Dialogue Forum is already at- 
tracting serious attention — the European Union, 
the US, Russia, China, all want to know more, and 
some would even like to join the club! The Trilateral 
Commission of the three foreign ministers 
will meet in India next March, but it is not 
likely to be inviting new applications. 

These initiatives are but a few items on 
the menu of strategic choices that India is 
exercising today. By widening its engage- 
ment in Afghanistan, deepening its close 
relationship with Iran, and building an airbase in 
Tajikistan, India is clearly trying to open a secure 
route to Central Asia without having to depend on 
friend Musharraf. By opening discussions with the 
military junta in Myanmar, by signing treaties with 
Sri Lanka, it is trying to demonstrate the positive 
logic of economic co-operation to all its neigh- 
bours. By signing free trade agreements with coun- 
tries of South-east Asia, it is trying to get into the re- 
gion as a significant partner before rising China alters the 
equations in the region. As ifall this were not enough, there are 
many other ideas for alliances floating around — a mini-Nato 
alliance between the US, Japan, Australia and India to make 
sure that the rise of China doesn't upset peace in Asia, for one! 

What does all this mean for the India-Pakistan relation- 
ship, the one issue that obsesses the Indian mind? This article 
didn’t touch upon it so far because BW believes preoccupation 
with Pakistan has had an insidious effect on India’s self-per- 
ception, not to mention the world’s perception of her. But for 
the record, here goes the answer: strategically, the balance is 
tilting against Pakistan steadily and inexorably. As the Indian 
economy grows, as India strengthens her relationship with 
west and central Asian countries, as the longer-term interests 
of India and US converge, and as Indias engagement with 
China gathers substance, Pakistan could find it tough to main- 
tain its traditional position of hostility. While those things that 
are purely Sino-Pak in nature will continue as before, there is 
reason to believe that China will now be more cautious about 
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anything that impinges on Indian interests. All this is no rea- 
son for celebration, though — an unstable, nuclear-armed so- 
ciety that cant come to terms with geopolitical realities can be 
bad news. India has a stake in a Pakistan that is stable and con- 
tent with itself and, along with the US, it should do all it can to 
achieve that — without letting up on the pressure, of course! 
The new foreign policy architecture that India is building 
rests on two assumptions. One, that its relationship with the 
US will continue to grow stronger, even if the magic is gone. 
That looks like a reasonable assumption right now. The sec- 
ond assumption is even more crucial: that Indias emergence 
as an economic power will continue apace. There’ a lot of ex- 
pectation building up around India in the world today. An In- 
dia that grows only at 6% a year will disappoint the world once 
again and no amount of diplomacy will be able to repair that. 
It is alittle known fact that while the US was most enthusiastic 
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about India’s liberalisation programme, its interest began to 
flag later. Former Ambassador Blackwill even used to com- 
plain about India-US trade being “as flat as a chappati”. What 
kept the interest going nonetheless was the strong showing of 
the Indian IT/ITES industry. The lesson is simple: GDP speaks 
louder than words. Without an economy growing at 8% a year 
for a couple of decades, the diplomatic architecture that is be- 
ing put in place will merely be a cardboard cut-out. 

On the cover of this magazine is the picture of Ganesha, 
the god who removes obstacles. To recount the story you al- 
ready know, Ganesha and brother Murugan once competed 
to see who could circle the world three times the fastest, to win 
a prize from their parents. As Murugan got on his vehicle, the 
peacock, and speeded off, Ganesha coolly circled his parents, 
Shiva and Parvathi, thrice. Asked why he was not circling the 
globe, Ganesha said his parents were the whole world to him, 
and won the prize! One important clue to Indias global pres- 
tige may lie at home. India’s leaders should also consider cir- 
cling the economy thrice. Ë 
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tell you why.by Niranjan Rajadhyaksha 


b. UR first issue of 2003 made a simple statement. 
| There was a glass of champagne on the cover and 

| an explanation inside — “2003 will be a better 
= year than most expect”. And so it was. The dark 
f clouds of gloom that suffocated everyone in 2002 
f suddenly lifted, to be replaced by the warm glow 
of optimism. Nowhere is this new mood more ev- 
ident am in the economy. The rains have been good for the 
countryside. The government is tentatively back on the re- 
form track. The economy is set to grow at more than 7% for the 
first time since the mid-1990s. The equity markets are up. In- 
dian companies are charging into foreign markets to buy, sell 
and acquire. The malls are overflowing with consumers. 
Whew! What a difference 12 months can make. 

The big questions are once again blowing in the wind. Is 
this anew beginning? Will the entire decade be better than ex- 
pected for India? Or, better still, will the 21st century see Indias 
economy emerge out of the shadows? 

Such speculations have been in the air before. “Since its 
birth as a nation more than 50 years ago, India has seemed 
poised on the edge of two very different futures. On one side 
lay greatness; on the other, collapse. That drama has now 
ended and a new one has begun. The spectre of collapse has 
passed and India is emerging as a major Asian power, joining 
China and Japan,” wrote American policy analyst Stephen Co- 
hen a few years ago, in one of his many attempts to convince 
the American policy establishment that India is a country on 
the rise. 

Forget the promise of 1947. As far back as the 1870s, India 
seemed poised to break free of its economic karma. But what 
followed was a hundred years of economic stagnation. India 
could have been the first Asian country after Japan to develop. 
But it was left behind by just about every other country in the 
region — Korea, Taiwan, Singapore, Malaysia, Thailand and 
now China. 

The curse of grinding poverty has stuck to us like a leech. 
What went wrong? There is, of course, no one way to explain a 
hundred years of economic failure. The loot by a colonial gov- 
ernment, rigid caste barriers that kept the majority chained to 
their feudal ways, severe drought and disease, and, much 
later, the maddening system of controls that hampered eco- 
nomic activity — they all played a part. But the worst ofall was 
this: India committed every economist's version of the Origi- 
nal Sin. It hid behind protectionist walls, even as other coun- 
tries eagerly jumped into the global bazaar. The promise faded 
when the tariff barriers went up. 

Various economists have totted up the cost of this self-im- 
prisonment, especially after the 1950s. The World Bank | 
showed, in 1996, that developing economies which had inte- 
grated into the world economy in 1984-93 grew at 3% more 
than the closed economies. And in 1997, the Asian Develop- 





Yanarim te ett state yuna uu auca —a-— m fe fl RARE RR re icm anava nanpi arimana RADA AN RRA RIUM MN EHNA 


ment Bank (ADB) said that the open economies in Asia had 
2% higher growth rates between 1965 and 1990. Others, like 
Harvard economist Jeffery Sachs, have come to similar con- 
clusions. But let’s stay with the ADB research for some time. If 
India had opened up in 1965, per capita incomes would have 
been at least 50% higher than they are today — almost $800. 
China would be just a whisker ahead ($1,000). | 

Curiously, India had been an open economy orice, What 
follows is an excursion into economic history. So let us trek 
back to 1893, and an accidental meeting between a mérchant 
and a monk. 

Sometime in that year, a ship called the Empress of India 
sailed from Yokohama in Japan to Vancouver in Canada. On 
board were two extraordinary Indians — Jamshetji Tata and 
Swami Vivekananda. Both were headed for Chicago which 
was to host the World’s Columbian Exposition, a celebration of 
technology and industrial progress. The exposition opened on 
1 May 1893. It was the place where an engineer named George 
Washington Gale Ferris put up the first Ferris wheel and where 
a small pune ae named ee Penney saw a German 

“Caramels are only a fad. Chocolate isa a pemnalert thig” 

Tata was undoubtedly going to Chicago to get new busi- 
ness ideas. Vivekananda, on the other hand, was headed tothe 
cattle town to attend a smaller show that was meant to com- 
pliment the industrial exhibition: the World Congress of Reli- 
gions, There, he shook his audience with that exceptional 
speech on Vedanta. 

It was a meeting of two visionaries. The merchant was a 
keen supporter of social reform in India. The monk was very 
passionate about science and development. On board the 
ship, Tata and Vivekananda discussed the former's plans to 
start a steel mill in India. It is said that the swami told Tata that 
there were two parts to the challenge — manufacturing tech- 
nology and the science of steel. The former could be bought 
from abroad but the science had to be researched at home. 
This seeded the idea in Tata’s mind to start the Indian Institute 
of Science at Bangalore. He later wrote to Vivekananda in 
1898, asking for his support for the venture: “I know not who 
would make a more fitting general of such a campaign than 
Vivekananda.” 

The year Tata wrote the letter was to mark the end ot à pe- 
riod of modest — but volatile — growth in the Indian econ- 
omy. There were no official statistics then, but many econo- 
mists have worked backwards to estimate what the economy 
was like. National income, according to one estimate, grew at 
an average annual rate of 1.1% between the years 1860 and 
1900. The period between 1870 and 1890 saw the fastest 
growth. Since population growth was low (0.4% a year), per 
capita incomes grew at 0.7%. Not great, but it was a beginning 
nevertheless, especially so when one compared it to the utter 
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stagnation of the previous centuries. 

New technologies, falling transport costs and free capital 
flows were stringing together economies around the globe. In- 
dustry and wealth gradually spread to countries other than 
Britain. India eagerly rode this first wave of globalisation, 
which ended when the guns went off in 1914. Tata was visiting 
America and England for technology and capital. His nation- 
alism was not self-defeating. He embraced the best in the 
world, just like many others did. 

The reopening of the Suez Canal in 1869 brought India 
closer to Europe. The American Civil War forced textile manu- 
facturers in Manchester to start sourcing raw cotton from In- 
dia. With Tata showing the way, the first textile mills, too, came 
up. The British government had already finished building a 
network of roads and railways, originally meant to move 
troops around the country but later to get cotton and other 
commodities for export to England. 

This infrastructure — which preceded economic growth, 
rather than the other way round as is the case 
today— was financed through bonds raised in 
the London market at highly competitive 
rates. (Government guarantees helped India 
boast one of the lowest costs of capital in the 
world between 1870 and 1913.) 

These were years when India consistently 
had trade and budgetary surpluses. The colo- 


nial government used these surpluses to take capital out of the 
country — the ‘drain’ that early nationalists like Dadabhai 
Naoroji hit out at. But globalisation was hopelessly crashing 
against new tariff walls. Colonial India was no exception. The 
government was doing its utmost to protect British manufac- 
turers against Indian competition, a full hundred years before 
the current backlash against outsourcing to India. The result: a 
slow decline into stagnation. 

Liberal economist Deepak Lal had this to say in a recent 
paper: “...the British departed from the twin policies of free 
trade and /aissez faire... which had led India to be a pioneer of 
Third World industrialisation, based on domestic capital and 
entrepreneurship and imported technology. The breakdown 
of the global economy for the half-century from the first world 
war further eroded the incipient integration of India in the 
world economy, which had occurred during the British Raj.” 

The next period, till Independence, was full of wasted 
decades. The quick growth in population did not help either. 
Between 1900 and 1945, GDP growth continued to be at 1.1% 
a year (though many economists say it was even lower). But 
the rate of population growth climbed to 0.8%. So per capita 
incomes almost stagnated. 

There were some countries that did prosper in this protec- 
tionist and recession-laden era. In a paper they wrote in 2001 
on Globalisation and Convergence (more on that later), Steve 
Dowrick of the Australian National University and J. Bradford 
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The tortoise becomes the hare 


Average annual growth rates for India (%) 
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Source: Deepak Lal, Modernising India — The Long View 
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DeLong of the University of California at Berkeley showed that 
some economies escaped the gravitational pull of the great re- 
cession of the 1930s. Among them were coastal African coun- 
tries like Ghana (which sold rubber and minerals to a war- 
hungry Europe), much of Latin America and the Stalin-ruled 
Soviet Russia. 

The lesson had been learnt. Most countries entered the 
post-war world with the clear view that protectionism is bad 
economics and bad politics. But India remained suspicious of 
trade and markets. By 1991, we ended up with one of the most 
protected (and, hence, inefficient) economies of the world. In- 
dia, which once accounted for 4% of the world’s trading, saw 
its share drop to a tenth of that number. We could not com- 
pete. The great boom in global trade after 1945 lifted the for- 
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tunes of many Asian countries — first Japan, and then Korea, 
Singapore, Taiwan, Malaysia, Thailand and a few others. India 
watched from the sidelines. 

Here's one example of what happened. It’s another story 
about another Tata, from the book Business Legends by busi 
ness historian Gita Piramal. 

In May 1954, J.R.D. Tata was on a plane to Geneva. With 
him were legal advisor J.D. Choksi and Sumant Moolgaokar of 
Tata Engineering and Locomotive Company 
company was then doing only one thing — selling locomo 
tives to the railways. 

JRD wanted to break this dependence on just one cus 
tomer. He had read that the German auto giant Daimler Benz 
was trying to find a partner in Asia. The meeting was to be held 
in Geneva. It went off very well. The two sides agreed to be 
come partners in a venture to make trucks in India 

It was tough going. Suffocating controls were being tight 
ened further. The Tariff Commission of 1953 had come to the 
mind-boggling conclusion that only those automobile com 
panies that already had a manufacturing programme would 
be allowed to continue operations. In effect, this meant that 
only five companies could manufacture automobiles — Hin 
dustan Motors, Premier Automobiles, Standard Motor Prod 
ucts, Automobile Products of India and Ashok Motors. Im- 
ports, needless to say, were discouraged. The lucky five had 
the whole market all to themselves. (Never again wonder why 
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— ` l Indian joins the convergence club 


— hundred years too late 


THE IDEA: in 1988, William Baumol and Edward Wolff 
said that the worid's economic development could be 
understood in terms of membership of a convergence 
club. This they defined as a set of economies where the 


| technology transfer, increased international trade and 


investment, and the spread of education were powerful 
enough to drive productivity levels towards those of the 
rich countries 


MEMBERS: Britain, Belgium, north- 
east United States. Later, European 
countries like Germany, Switzerland 
and the Netherlands 





beyond Britain. The steam engine was a hundred 
years old. The textile mill was becoming popular 


INDIA'S RECORD: Was still mired in economic 
Stagnation. Colonial rule was being consolidated 
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MEMBERS: Canada, western United 
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MEMBERS: Southern United States, 
Japan, Taiwan, Korea, Venezuela, Brazil, 
Peru and parts of coastal Africa. Also, 
Stalin's USSR 
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MEMBERS: East Asia and the Balkan 
countries; later India and China. But for 
the time, some fell out — Latin America, 
Africa and the Soviet Union 


DRIVERS: The explosion in world trade 
because of GATT and WTO. Also, the second wave 
of globalisation gathered strength after 1980 


INDIA'S RECORD: Chose planning and 
protectionism over private enterprise and 
international trade till 1991. GDP growth lowered 
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we have inefficient monopolies!) 

Thankfully, JRD managed to convince the government to 
waive these ridiculous restrictions, and Telco started manu- 
facturing trucks. The success of the venture sparked off a de- 
sire to manufacture cars as well. “We feel the time has come to 
move into the small car field where there is likely ultimately to 
be an unlimited market,” JRD wrote in a letter to his friend 
George Woods, who was the president of the World Bank at 
that time. 

“In 1960, Telco loaned four Mercedes-Benz cars to K.B. Lal, 
secretary of commerce and industry, to use for a year before 
taking a decision. Another car went to V.K. Krishna Menon, the 
defence minister. The cars were much appreciated, but no de- 
cision was taken and they were returned. The Germans hung 
around for a while but eventually decided they couldn't wait 
any longer and located their Mercedes assembly plant in Sin- 
gapore instead of India,” writes Piramal. 

It was only 30 years later that Daimler Benz came into In- 
dia to make cars in collaboration with Telco. There must have 
been a thousand such proposals, and a thousand foreign 
companies must have fled elsewhere. No wonder we ended 
up driving jurassic-era Ambassadors and Padminis. (Today, 
10 years and more after Manmohan Singh junked the old sys- 
tem, the same Telco sells its cars in London.) 

So foreign trade shrivelled and investment fled to other 
countries in Asia. In the decades after World War II, protec- 
tionism was rolled back and global trade exploded. It grew 
much faster than global GDP Many countries took full advan- 
tage of this boom in global trade and investment. But India 
went deeper into its cocoon, shunning the world in the 
process. The gap between India and the rest of the world 
widened further. 

The story has changed since then. India has opened up, at 
first tentatively and then more confidently since 1991. Tariffs 
are down, though still high by regional standards. Foreign in- 
vestment is welcome. The private sector is no longer Public 
Enemy Number One. Globalised India has emerged. And so 
has the global Indian. 

But a hundred years have been lost. In 1988, economists 
William Baumol and Edward Wolff tried to explain the process 
of development in terms of membership of a convergence 
club. It would consist of countries whose incomes had started 
‘converging’ towards the income of the richest countries. In- 
dia and China are recent entrants into this club (see ‘India 
Joins The Convergence Club’. 

This convergence started, not in 1991, as many believe, or 
even in 1985, when Rajiv Gandhi chipped away at the old sys- 
tem, but in 1980, the year Indira Gandhi came back to power 
and decided that the worst bits of the Licence Raj had to be 
thrown out. Our economics correspondent has done some 


| eye-popping numbers work (See “The Pattern That Is India’) to 


show that India joined the convergence club in 1980. And by 
2050, if Goldman Sachs’ now-famous prediction in its BRIC 
report is proved true, the difference between per capita in- ` 
comes in India and the US will be 5. The last time we were so 
close was way back in 1700. 

That’s the punishment we have got from the economic 
gods for wallowing in our stagnant ponds while the rest of Asia 
bloomed. | 
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HEN the next generation looks back on the In- 
dia of the final decades of the 20th century, 
1991, the year when the reforms started here, 
may seem a less important year than 1980. For 
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Sachs BRIC report. Data in the OECD report and the BRIC report have been made comparable 


over 200 years ago. Beginning in the last decades of the 18th 
century, the economies of the West, led by England, started 
growing at rates that were unprecedented in history, leav- 
ing behind the rest of the world. Driven by mechanisation, 
innovation, colonisation and human migration, the indus- 
trial revolution has shaped the world as we know it today. 
It’s a story that is unfolding even as we write. 

We've tried to capture this dramatic tale through these 
two charts. In the first, covering 350 years, India’s per capita 
GDP is assumed to be 100 (shown as a flat line at the bot- 
tom of the graph) throughout and the per capita incomes 
of the other eight countries are measured relative to it for 
each year. So in 1870, per capita income in the UK was 29 
times that of India; the difference rose to 61 times by 1970 





and fell to 51 times by 2000. America's per capita income in 


1870 was 23 times that of India and 87 times in 1970. 
The second chart shows how such growth translates 


_ into changes in the balance between the economic super- 


powers. By 2050, India and China could account for around 
54% of the total GDP of the nine developed and developing 
countries mentioned, up from around 7% currently, ac- 
cording to the Goldman Sachs report. 

Dont get too excited. We may be just a few decades be- 
hind the West in terms of per capita income, but in terms of 
health, education and gender equality, it could take cen- 
turies to catch up. Infant mortality in India is 93 per thou- 
sand; Honduras has an IMR of 38. Turn the page to see what 
might drive that growth and what remains to be done... & 
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Working population 


Over the next 50 years, India’s share of the world's working 
population is expected to increase from 16% to 18%. This will 
help boost growth. Asia will have over 59% of the world’s workers; 
Africa will have over 20%. Europe and North America together 
will have only around 11% 


Proportion of global population in the 15-64 age group 
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Source: United Nations forecast for 2050 based on UN's world population prospects 
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The Indian diaspora... 
Distribution of annual labour outflows from India 


The cost of outsourcing to India 


Economics of producing a car in India for shipment 
to Japan (index: Total cost of a comparable car in Japan = 100) 








Total cost i Fam oy eo ees 100) 
“Lowerlabourcostsinindia —- í 33 
- Lower component costs in India* £S -16 
+ Higher duties on imported co components, steel in India 5 
= Production cost in India assuming identical capital intensity 76 
- Lower levels of automation in body shop, assembly l -1 to -2 | 
= Production cost in India given lower automation 74 to 75 

+ ‘Transportation costs from India to Japan** 3 | 





= Total cost of producing car in India and shipping it to Japan 77 to 78 


* assumes 90% of all components are sourced indigenously with equivalent 
or superior quality ** $300 for a small car 
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- Factor cost savings from offshoring to India -60 to -65 | 
+ Additional telecom costin India — 5 to 10. 
+ Additional management cost in India Richy 5 
= Cost base available offshore in India 45-55 
- Savings from re-engineering tasks -5 to -7 | 
- Savings from re-engineering processes -10 to -15 | 
= Potential cost base of an offshore centre in India 30-35 | 


Source: McKinsey Gusneny 
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India moves with the world — with a bit of help from foreign investors 
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However, India still faces severe problems... 
„like unemployment... like inter-state disparities... 
1983 1993 1999 2001 2002 2007 2042 3 a 


š 
Ine iene at ada aya amen saa ea nei A 






-94 -2000 


| 
Unemployment - 
rate E ae a sae | 
Nook | cea eee po ee") Andhra Pradesh x 
° i eee S Sa i : a } 
| unemployed _ x Arunachal Pradesh 
ee Assam | 
f Labour force 378.2 i | 
2o Eee loo sS Bihar 
Current daily status basis; based on 8% growth in GDP over 2002- Delhi f 
O7 except for 5.2% growth in 2001 and 2002 aa ee | 
Source: Planning Commission: Report of the Special Group on Targeting 10 Gui | 
Million Employment Opportunities Per Year, 2002 ujarat x 
..and poor performance on the social front Haryana | 
India fares worse on many social indicators compared to Himachal Pradesh | 
| nations whose per capita income is less than ours Jammu and Kashmir 
oe __india | Armenia Bolivia Cuba ` Karnataka | 
| Per capita income ` a 
(PPP $, 2001) m Madhya Pradesh | 
Gender equity (ra ratio of lanie. Maharashtra | 
to male enrollments in primary Manipur | 
and i secondary schools, 2000) . o Meghalaya eS | 
| Child mortality (Under five ee Nagaland | 
| Mortality rate per 10002001) | Orissa | 
| Labour force gender Punjab 
| parityindex,2001 — Rajasthan | 
Public expenditure on Sikkim I 
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Source: World A EN Ba, World Bank West Bengal 





Additional research by Ashish Aggarwal and Vanita Kol ili Khandekar 
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A growing number of 
us are heading beyond 
the shores — shopping 
for everything from 
careers to investments 
to vacations. Rising 
prosperity is just one 
of the reasons.by D.N. 
Mukerjea & M. Rajshekhar 


OR over a century and a half, the Railway Station 
provided vignettes of what India was all about, un- 
der one roof. Even as recently as a decade ago, a ran- 
dom visit to any of the country’s large, nodal railway 
stations would reveal a gaggle of tourists noisily 
clambering onto a train, a meek youngster in an ill- 
fitting suit on his way to an interview somewhere, a 
weepy bride lingering momentarily before letting go of her 
parents and so on. The Railway Station still remains an impor- 
tant crucible of Indian life, but there’s a new one that’s slowly 
beginning to replace it. 

It's close to midnight at New Delhi’s Indira Gandhi Interna- 
tional Airport. There's a traffic jam outside the departure ter- 
minal. People are hastily tumbling out of private cars and taxis 
as those behind honk angrily. More than two dozen interna- 
tional flights are to take off within the next few hours. A gaggle 
of tourists noisily queue before the Economy Class check-in 
counter, a 20-something in smart togs contemplates his over- 
seas assignment, while the bride, though still weepy, tells her 
parents she'll see them abroad next summer. 
The setting may have changed but the faces 
— ordinary, middle class and very, very In- 
dian — remain the same. 

India has always been characterised as a 
mass of humanity on the move. And these 
days a lot of the movement is happening to 
destinations beyond the country’s borders, 
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from International Airports where you can get as good a slice 
of contemporary Indian life as you used to get at the Railway 
Station earlier. These people, milling about in departure 
lounges across India, represent its new face. 

The idea of India is changing. Thanks to rising incomes, 
the global recognition of India as a tech giant, the BPO boom, 
the Indian CEOs of Fortune 500 companies and so on, Indians 
are busy rethinking just who they are. They are beginning to 
see themselves as consumers of opportunities thrown up by 
an economy rapidly integrating with the world — employ- 
ment, education, tourism, financial products and so on. The 
world is beginning to realise that the Global Indian is starting 
to account for staggeringly large numbers. 

On 16 December, Kellogg Business School was in Mumbai. 
Earlier, admission directors and senior professors from both 
Harvard Business School and New York University’s Stern 
School of Business had also dropped by. In the last three years, 
estimates Kamlesh Sajnani, managing director of Mumbai- 
based MBA training institute, IMS, the number of applicants 
for GMAT has gone up three-fold and US B-schools see India 
as an attractive market for students. They aren't the only ones. 
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Upamanyu Bhattacharya 


IN October, Upamanyu, his wife and three-year-old daughter went to 
Singapore and Malaysia. The 32-year-old had been abroad before, 
but not on vacation. This time, he and his family spent six days at 
Langkawi, two days in Kuala Lumpur and another six in Singapore. 
At Rs 1.5 lakh, says the e-commerce director at Rediff.com, it was 
expensive, but worth it. Travelling on their own, the Bhattacharyas 
represent 60% of all Indian tourists heading overseas. Companies 
like UTI Bank are eyeing them as well as package travellers like the 
Maniars (See page 44). So, in September, it launched a pre-paid 
debit-cum-ATM card for overseas travellers. Its target: the great In- 
dian salaried class. The bank is hoping to rake in $10 million-15 mil- 
lion in Year One at an average value of $2,000 on every card. 


Sé.looceoceeoeoooosooooooooooo..................................................................................... 


Ridhima Bhatia 


She exemplifies a fast growing tribe. After her graduation 
here, Ridhima, 22, (extreme left in picture) took a step 
into the unknown. She headed to New Zealand's Univer- 
sity of Waikato for a graduate diploma 
in finance. She was the first person in 
her middle-class family to go overseas 
for higher studies. Her first choice was 
the US. “At that time, visas were a ma- 
jor issue. In contrast, New Zealand 
was coming up fast, and was cheaper 
too." So cheap that her family 
stumped up the whole amount, 
roughly NZ$ 20,000 (about Rs 6 lakh) 
covering both tuition and boarding for 
the first year. Countries like New 
Zealand and Australia have positioned 
themselves as alternative academic 
destinations to the US and the UK and 
are aggressively selling themselves. 
They are riding partly on innovative 
courses like food and dairy process- 
ing, film production and sports man- 
agement. Today, 40% of the students 
bound for ANZ opt for such courses. 
New Zealand is also capitalising on its 
lower fees; a similar course in the US 
would have cost Ridhima Rs 3 lakh 
more. Neera Arora at the New Zealand 
High Commission says: “We are see- 
ing a lot of middle-class applicants.” 
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Preeta D’Souza 


AS India increasingly integrates with the world, people like Preeta 
are reexamining the direction their life is taking. After worked for 11 
years in careers as diverse as event management, pharmaceuti- 
cals and teaching at Symbiosis, Pune, she has decided to take a 
break from it all. And do an MBA, ideally in the US. It’s not a deci- 
sion that most 33-year-olds from the middle class made earlier. 

Her decision also reflects how society is rethinking old norms to 
benefit from new opportunities. “It helped that there were no other 
constraints — family, work pressure, other commitments.” 


q _ Naresh Maniar x 


“| have spent four months in the US. | have been to 
Europe. | have seen the Middle East and the Far East. All 
that is left is New Zealand and Australia.” Though Naresh 
Maniar may sound like the peripatetic Indian, his trips 
abroad are all very recent. Till he took voluntary 
retirement in 1999, this accounts officer from Nocil had 
never left gone abroad. But with his sons settled in life, 
he has adopted a new outlook towards money that 
allowed him to spend some of his VRS cash on 
vacations. “I am 59 now, and | don't know how longer I 
will be around. So, | thought it is better to travel around 
the world and gain something from the experience.” 
Attitudes towards money have changed. “My father 
would never have agreed to such a trip,” says Naresh. 


HEMANT MISHRA 





The high commissions of New Zealand and Australia are in a 
similar hurry to get students, and are, therefore, running edu- 
cation fairs. 
Meanwhile, tourism boards of various countries — 
Malaysia, South Africa, Singapore and Sri Lanka, among oth- 
ers — are slugging it out to lure the Indian international trav- 
eller. Neeraj Dhawan, the marketing representative for Singa- 
pore Tourism Board in Delhi is even sponsoring events, 
=Š | Singapore Roars, in towns such as Ludhiana and Lucknow to 
add to tourist numbers. 

Sonal Agrawal of headhunting firm Accord makes another 
interesting point. According to her, there are today new labour 
markets for the Indian professional outside of the traditional 
US, Britain and Singapore. Moreover, the old way of joining an 
MNC here and moving with it abroad is also 
changing. “Increasingly, Indians are directly 
recruited in sectors such as IT, ITES, telecom 
and financial services by companies out of 
Hungary and Czechoslovakia.” Tycoons of In- 
dian origin are also doing their bit. Agrawal 
adds that L.N. Mittal, for example, is hiring In- 
dians in key positions wherever he is snap- 
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ping up steel companies. 

Why, today it’s even possible for Indians to invest in equity 
and debt instruments overseas. Franklin Templeton has al- 
ready launched the Franklin India International Fund that in- 
vests in securities backed or issued by the US government. 


What you are seeing is the birth of the Global Indian Con- | 


sumer, epitomised by the stories accompanying the main 
piece. One of the protagonists is studying overseas. Another 


two are planning to do so. One of them has travelled to the US, | 


Europe, the Far East and the 
Middle East. Another has just 
come back from a trip to Sin- 
gapore and Malaysia. Then 
there are the three profession- 
als who can best be described 
as members of a global work- 
force. It’s a mixed crowd, and 
about the only quality they all 
share is that they hail from the 
middle class. 

There is no single data 
point for the Global Indian 
Consumer. But numbers col- 
lated from different sources in- 
dicate the scale of this phe- 
nomenon. According to Kuoni 
Travel Group India, in 2002 
some 3 million Indians went 
abroad. They reckon, of these, 
1.5 million were tourists, up 
from 300,000 in 1992; the rest 
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were either students or professionals. (The number of trav- 
ellers fell to 1 million in 2003 because of Iraq and SARS.) The 
US Educational Foundation in India (USEFI) has seen the 
number of students headed America’s way double, from 
34,706 in 1993-94 to 74,603 in 2002-03. Speak to education 
counsellors for even lesser known academic destinations 
such as New Zealand or Australia, and you'll see rising num- 
bers. As recently as four years ago, New Zealand was attracting 
just between 100-200 students a year while in 2001 Australia 


1 


THREE factors, new international academic centres, eas 
ier credit availability and better access to information 
drive the democratisation of education. Anand Summan- 
war is going to a French institute called EISEE to study MI 
cro Electro-mechanical Systems (MEMS), “Had it not been 
for the Net, | wouldn't have known about this course, that 
it even existed. | wouldn't have looked beyond the US.” No 
Indian varsity offers such courses. MEMS combines com 
puters with tiny mechanical devices like sensors, valves, 
gears and mirrors embedded in semiconductor chips — 
with applications in everything from airbag design to bio 
medicine. The EISEE course itself is held partly in France 
and partly in Singapore. It is two semesters long, with the 
third semester devoted to internship. 

Meanwhile, the 25-year-old has picked up a student 
insurance scheme, exclusively designed for those headed 
out, from Tata AIG, Among other things it promises to fly a 
family member and put him up, in case Anand falls ili for 
more than seven consecutive days. Tata AIG assistant 
veep Baldev Singh says they introduced this product re 
cently to tap the rising numbers of students going abroad. 
This just goes to shows how a new ecosystem is coming 
up to serve the Global Indian Consumer 
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Amlan Ghose — 


HOW'S this for combining intellectual capital with global opportunities? 
Amlan Ghose, a 49-year-old IIT-Delhi graduate, runs an IT boutique 
called Prologic First. Its ERP software Wish is used by hotels. Amlan is 
in Delhi, but his business comes from markets as diverse as Brazil, Aus- 
tralia, Dubai and, recently, China. Amlan works mostly with mid-sized 
hotels, “equivalent to the Jaypees and the ITDCs’”. His big-name clients 
include Inter-Continental and Hilton. Says Amlan: “We provide current 
technology products that are functionally at least as powerful as the 
best international competition. Our edge is our domain expertise.” 


snagged 3,000. But this year, 1,500 students went to New 
Zealand, while its neighbour pulled in another 7,000. 

But these macro numbers tell an incomplete story. As you 
start disaggregating the figures, you realise the extent to which 
the average Indian is today comfortable with his place in the 
world. At the heart of this lies the fact that the middle class and 
people from outside the big metros are participating in this 
movement — call it the democratisation of the Global Indian 
Consumer. For example, almost 43% of the investors in 
Franklin Templeton’s fund are from cities such as Pune, Luc- 
know, Jaipur and Visakhapatnam, outside of cities such as 
Delhi, Mumbai, Bangalore and Chennai. Sure, the fund has 
managed to garner only around Rs 5.25 crore in assets, but 
what remains important is that a completely new investment 
opportunity, something that would have been unthinkable 
even two years back, has opened up. 

What, perhaps, sums up the democratisation best is that 
of the 1.95 lakh Indians who visited Singapore between Janu- 
ary and November this year, only 92,040 (or 47.2%) were from 
the metros. The majority, an impressive 1.02 lakh, came from 
non-metro cities from across India — Nag- 
pur, Surat, Vadodara, Thiruvananthapuram, 
Kochi, and Ludhiana. 

Of course, looking beyond the country’s 


N < > shores was always an option here. But the stu- 

1 dents who left in the late 1960s and early 

a. A a 1970s, departed forever; they didn’t think they 
the WO would ever be back. Again, the larger num- 
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bers of Indians going abroad to work were typically the blue- 
collar set headed to the Gulf, not the white-collar army ready 
to invade cubicle farms in Europe and the US. Again, the inter- 
national tourist was usually filthy rich, not from the middle 
class. Of course, you could never invest abroad then — you 
just didn't have a $100 billion in foreign exchange reserves. 

One way of understanding this phenomenon is to look at 
all the usual factors — rising levels of income, easier availabil- 
ity of credit accompanied by a growing credit culture, better 
access to information, a more liberal foreign exchange regime 
and so on. While these assessments are correct, the real reason 
goes a lot deeper. 

To understand what it is, you could do worse than ask Sa- 
rina Paranjape about her trip to Allahabad. In the first week of 
December, USEFI’s India programme officer addressed a 
mixed gathering of professors and students on higher studies 
in the US. Even in this quiet town, better known for the prayag 
than its university, the hall was packed. And, after the speech 
was over, a girl approached Paranjape. She was very ordinarily 


| dressed. She walked up to Paranjape, said she was doing her 


Ph.D. in sociology from Allahabad, that she wanted to go over- 
seas for higher studies. 

This anecdote exemplifies two things. One, rising aware- 
ness levels about education overseas. But more importantly, it 
hints at a massive groundswell of confidence among the In- 
dian students today. Chatting with this girl, says Paranjape: “I 
suddenly felt very sure that this girl would make it. It didn't 
matter to her that she could speak to me only in Hindi. Or that 
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Rohit Balasubramanian 
and Nitish Kapoor 


NITISH-and Rohit grew up in Kolkata and went to the 
same school, La Martiniere for Boys, Class of 1986. They 
represent two career paths taken by global Indian man- 
agers. Rohit’s tracks are conventional. After an econom- 
ics M.A from Mumbai, he did an M.S from the University of 
Pennsylvania and an MBA from Drexel University. Today 
he is a consultant with Deloitte & Touche, Philadelphia. Ni- 
tish represents the tribe of home-grown managers now in 
demand globally. After an MBA from FMS, he joined 
Reckitt & Colman (now Reckitt Benckiser). He worked in 
India for the first eight years, before moving to London 
with Reckitt as global category manager. Says Nitish: “In- 
dians are best suited to bridge the management cultures 
of the developed and developing economies, thanks to 
their conventional analytical education and cultural sensi- 
tivity that comes from having lived in an emerging econ- 
omy.” Adds Rohit: “The characteristic of the Indian man- 
ager is his ability to adapt to a dynamic environment.” 





PRADIP ADAK 


she had spent her life in a small town like Allahabad. She 
walked up to me and simply said ‘Main koshish karna chahthi 
hoon’. There is anew confidence, even in the smaller cities,” 

Beyond the credit cards, beyond the rising incomes, be- 
yond everything else, it is this confidence that’s helping Indi- 
ans get their due from the world. 

In the early 1950s, an uncle of one of the authors of this 
piece was studying in London. One day he went to receive a 
friend from Kolkata who was also coming for higher studies, 
On seeing the amount of luggage the friend had, he called for 
a porter, who happened to be white. The friend was mortified 
at the idea of a white man carrying his bags and ended carry- 
ing it all himself. 

Today, attend any party of Indian expatriate managers 
anywhere outside India — Singapore, Hong Kong, London, 
Dubai or NewYork. And you'll see how different the mindsetis, 
with most Indian managers confident that they are as good as 
the best. In fact, at times it borders on arrogance. They are no 
longer Peter Sellers caricatures. Clearly, Indians have stopped 
being apologetic about who they are. 

Its an attitude that transcends the businessfolk. Take acad- 
emics, Arjun Raychaudhuri, studying economics in Oxford, 
says that his generation of brats are quite good and confident. 
“Jobs are a great leveller, Indians are doing spectacularly. They 
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Introducing the new Microsoft Office System. 


Now users can do more for themselves so you can 
ocus on the important things. That's because with 
the Microsoft” Office Project Server and Project 
Professional! 2003) users have Visibility into all of their 
projects, including) integrated costs from business 
Systems, risks, and project documents—all on their 
Own; Hallway chitchat will never be the same. For 
more information, go to microsoft.com/officelT 


Microsoft More than what it used to be, Microsoft Office is now an 
Office System integrated system of programs, servers, services and s 
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Access 2003 PowerPoint® 2003 Project Server 2003 Live Meetin 
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© 2003 Microsoft Corporation. All rights reserved. Microsoft, FrontPage, InfoPath, the Office logo, OneNote, Outlook, PowerPoint, SharePoint, Windows Windows O f i l e 
Server, Visio and “Your potential. Our passion.” are either registered trademarks or trademarks of Microsoft Corporation in the United States and/or other countries 
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Rohit Bhatia 


THANKS to India’s history, most Indian managers have 
flourished in an Anglo-Saxon setting — on either side of 
the Atlantic and places such as Singapore and Hong 
Kong. An MBA education based on the American model 
has also helped. So what is Rohit Bhatia doing in the 
land of Bjorn Borg and reindeers? Well, it appears that 
the Indian professional is now beginning to penetrate 
fortress Europe. Thanks to different reasons. Rohit, 37, 
says that the Silicon Valley story of superior Indian ana- 
lytical skills has spread. Also, as the market back home 
allows MNCs of different hues to operate, they start see- 
ing the virtues of Indian managers. 

After graduating from Jabalpur Engineering College, 
Rohit joined Indian Oil’s telecom and telesupervisory 
division. In 1994, when cellular telephony exploded, 
Ericsson snagged Rohit. In 1997, he was transferred to 
Ericsson Sweden as a member of the strategic planning 
cell for wireless applications. 

Given his exposure, in October 2001, Bharti brought 
him back to India to launch its value-added products 
such as ring tone downloads and MMS. Then, 
SmartTrust, a 50-million-euro company that makes SIM 

card solutions, pulled him back to Sweden 
© in October this year. This, despite a tight job 
market in Europe. In fact, Rohit’s boss even 
à had to check with employee unions before 
D hiring him. “They would find it very difficult 
à Q tofindthe combination of what | have to 
offer,” says Rohit. 


SEES ESSE EEE SESE HEATH o... TEES ....................... oe... ........0............................ e... ........Š 


BUSINESSWORLD 


PERSPECTIVE 


earn more than the aver- 
age white British, and the 
most among the minority 
communities.” 

It’s a trend that travel 
agency folk have been 
noticing. Most of the Indi- 
ans opting for an interna- 
tional package tour are 
first-timers. Among them, 
tour managers see a new- 
found confidence. Says a 
Bombay-based tour 
manager: “Eight years 
ago, when I started work- 
ing, I used to have one 
complaint about the peo- 
ple who came on these 
conducted tours — they 
just would not venture 
out anywhere without the 
guides.” Then, even on 
days, when the travellers 
were left free to go walka- 
bout in a city, they would 
not. Now, he says, “over 
half of them just take a cab and head out to explore the city”. 
They are as ignorant of the local language as their pre- 
decessors 10 years ago, but that doesn't stop them any longer.” 

Where is this confidence coming from, this sense of being 
in control? Partly from a change in the way Indians see them- 
selves. Nods Santosh Desai, president, McCann-Erickson: 
“We are seeing an unparalleled bout of optimism in India. 
Something that hasn't been seen fora long time.” Then, we are 
suddenly getting exposed to lots of stories of Indians like you 
and I striking it big overseas. The result, he says: “People no 
longer think they have to live within prescribed limits. They 
dont believe any more that they have to stick to what they 
think has been planned for them, and find joy in it.” This is a 
radical departure from the past. 

And a change in the way the world sees us is spurring this 
re-evaluation. Go back to the two tour managers who have 
been observing a softening in the way the world sees us. When 
both of them entered the business, Indians were ignored. But 
now, the trade, across Europe, recognises that their future lies 
with the Indians and Chinese. This summer, says the other 
manager, “if you went to Geneva or Zurich, or anywhere in Eu- 
rope, you would have seen that the largest number of trav- 
ellers were from India.” In Switzerland, signs in Hindi have 
come up in cable cars that take sightseers to Mount Titlis. Says 
one of the managers: “Swiss shops usually hang flags of differ- 
ent nationalities outside. And as the Indians become more 
important for them, the Indian flag is starting to come up.” 

That should make any Indian feel proud. But at the end of 
all this, it is a sobering thought when you realise that 3,000 
years of history never got India the respect that 12 years of a 
different economic policy has! 


With reports from Irshad Daftari 
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Because successful people 
seldom like to be tied down. 
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ends of the screen) ensures a crystal clear reception. In addition, 
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Intel® 855PM Chipset 

Microsoft® Windows® XP Professional 

256MB DDR (266 MHz), 40GB HDD 
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All these features are protected by an Embedded Security Subsystem that Choose an IBM ThinkPad today 
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: Ask not why the 


OR the first time since the 
Congress 
Raisina Hill, the econ- 
omy is looking good. 
Sundry estimates of 
growth this year are 
creeping up to 7%. I reckon that 
the economy will grow by at least 
8%, perhaps even 10. The shares 
are soaring; even those fools who 
bought at the peak of the great 
Congress boom of 1994 can get 
their money back. None of us can 
eat the foreign exchange reserves. 
But when the foreign minister 
calls ambassadors of 15 countries 
and tells them India will not be 
taking their aid any more, a whiff 
of pride can fill our chests. If there 
was a time for smugness, this is it. 

How did we ever get to this? 
The mainstream view is that re- 
forms did it — that slowly, tortu- 
ously, this government has taken 
forward the reforms started by 
the Congress government a 
dozen years ago. My view is the 
opposite: that not only is this gov- 
ernment ignorant of the ABC of 
reforms, but that it has done im- 
mense harm to the economy by 
raising import duties to oblige 
backward businessmen and feckless farmers, and by blowing 
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up public expenditure far in excess of revenue. Its stupidities | 


set us back by nearly half-a-dozen years. But every economy 

has its cycle; even despite the government, a downturn must 

end some time. However slow the growth — and growth has 

been slow in the past six years — capacity built up in boom 

years will get slowly utilised, the cost paring forced on produc- 

ers by bad years will revive their margins and some day their 
fortunes will look up again. And that day has arrived. 

So let us enjoy the good times while they last. Of course, 

there are plenty of things to worry about for those inclined 

that way. This is the year of the grand elections, 

and all indications are that the present govern- 

ment will return. For someone with faith in its 

economic incapacity, this cannot be a cheering 

prospect — although the Congress would in- 

dulge in no less folly ifit had a chance. Imports 

are growing faster than exports. Till now the im- 

pact of this worsening trade deficit has been 
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Prescribed reality check for the 
irrepressibly exuberant Indian: 
if you had a choice, would you 
rather put up the poster of 
Zaheer Khan (left) or Urmila 
Matondkar, OR would you prefer 
a political leader like 
Jayalalithaa, Narendra Modi or 
Om Prakash Chautala (below)? 


mobile Cem 


DINESH KRISHNAN 


masked by the funds foreign in- 
vestors have poured into our 
stockmarket. This cannot last for- 
ever. Those irrepressibly cheerful 
souls who are not impressed by 
this have only to look at our gallery of rulers. To start the day on 
a suitably sombre note, keep the portraits of the following per- 
sonages opposite your bed: Rabri Devi, Uma Bharati, Jay- 
alalithaa, Narendra Modi, Mulayam Singh Yadav or Om 
Prakash Chautala. That should curb any tendencies towards 
irrational exuberance. But you do not have to do it. Chastise- 
ment of the spirit was an old Christian virtue; we do not have 
to be that virtuous. Instead you can keep pictures of Urmila 
Matondkar, Arundhati Roy, Anu Aga, Arun Nayar, Anand 
Mahindra and Zaheer Khan. One virtue of liberalisation is that 
it expands your choice. You do not have to be obsessed by self- 
important rulers; the ruled offer better choices. 

Nor do you have to be confined to India. Businessmen are 
increasingly taking leave of their cut-throat competitors in 
this country and looking for better markets abroad. The old 
mode was to buy a textile quota and export cheap skirts to the 
US; the new mode is to fly to China to sell engine valves, or to 
Malaysia to sell medicines. For everything that can be pro- 
duced can be exported; all that you need is a competitive 
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„instead enjoy 
the good times 
while they last. 
Unless, of 
course, you are 
one of those who 
like to worry. 

by Ashok V. Desai 


price. Our government does not like competition; so it keeps 
appreciating the rupee and making exports uncompetitive. 
Still, labour costs are higher elsewhere, and Indian workers are 
trainable and well-behaved — at any rate outside West Bengal. 
Even better than producing for export is to convince a 
competitor abroad that you can make his product better and 
cheaper. If he is convinced, he will invest in your factory, he 
will train your workers, and he will go and sell your product. 
This is one great reform the present government can take 
credit for. It has given up the unnecessary and unproductive 
confrontation that earlier governments had forced between 
Indian and foreign producers. Then, a foreign carmaker could 
not set foot in India, so no foreign car buyer was prepared to 
step into an Indian car. Today, Hyundai is the second biggest 
carmaker here, while Tata cars are being sold by Rover. 

















Nationalism is a rampant ailment; people instinctively ` 
think ill of other nationalities. But these hostilities dissolve | 
when people get to know one another and find mutual inter- | 
ests. That is what foreign trade and foreign investment do — | 
they make it unprofitable to fight. Once the overwhelming ad- | 
vantages of friendly intercourse are realised, peace breaks out _ 
and spreads like an epidemic. The killing fields of Europe, | 
where 30 million, mostly civilians, were killed only 50 years | 
ago, are one nation for all practical purposes today. China, the | 
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other battlefield of World War H, was the first to realise the 
magical properties of peace, and put to sleep its disputes with 
Russia, Japan and Pakistan. India is usually backward, but it, 
too, is coming close to realising this truth. 

Although India is not in a position to punish hostile neigh 
bours, it has begun to reward peaceful ones. The past year has 
seen Yashwant Sinha making overtures to almost all our east- 
ern and northern neighbours except Pakistan. Not all the 
overtures were well-conceived; not all the prospects are 
equally promising. But the message that it pays to be a tr end 
of India is worth giving: its power can be increased byi : 
ing neighbours’ goods duty-free, letting their national 
in our stockmarkets, and admitting their students i 
universities. If we open our gates wide, we can get a flavou 
the world sitting at home. 

Meanwhile, it is even more attractive for us to visit our 
neighbouring countries. Even today it is cheaper to take: 
iday in Bentota than in Goa. Soon a dozen airlines w 
pete to take you to a couple of dozen destinations in š 
east Asia. Our weird government prefers you to fly with! 
airlines; your favourite Jet or Sahara will not take you to Phuket 
or Penang, But whether you fly by Thai or Garuda, the sands 
are just as dazzling and the bars just as inviting at the other 
end. For all too long have we Indians been cut off from the 
world — first by poverty and then by socialism. Thanks to this 
unfamiliarity, we do not have to go far to find exotica. Visit the 
Shinto shrines of Japan, and you will have to revise your idea of 
a temple; go to the crusaders’ fort in Damascus, and you will 
experience a market out of Arabian nights. 

And who knows, if the Pakistanis have any sense, you will 
soon be able to walk down Lahores Food Street. Lahore is the 
food capital of Pakistan, and those who visited that remote 
country testify to the high culinary standards there. The best 
antidote to incivilities of Indo-Pak politics is to let people see 
that ordinary, simple, loquacious, somewhat foolish but gen- 
erally warm-hearted humans live on both sides of the border, 

And even if you cannot go far, enjoy the company of your 
peers. For Indians are getting less serious, less currmudgeonly, 
less self-important — the younger generation is far more ca- 
pable of enjoying itself than mine. The highest enjoyment is to 
be found in your friends and family —- and in a country ofa bil- 
lion-plus you should not lack either. 

And while you enjoy yourselves, give a thought to your less 
lucky countrymen. The Indian exuberance is a middle-class 
phenomenon; it is only if you can afford a fridge that you can 
think of a car. There are millions who cannot afford a soft 
drink, let alone a fridge. Make the life of one of them more 
bearable; that can give more satisfaction than you will gel 
from your natty new jeans. a 
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Ashok V. Desai is consultant editor of Tne Telegraph 
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A worlds eye 
view of India 


“India and China will certainly pass Europe in global economic impor- 
tance some time this century. The United States, which still has a growing 
population, is likely to retain its leadership role albeit at a less 

dominant level... 















ad predict that by the end of this century, rupee and yuan bond mar- 
kets will both be much larger than those of Europe, and that the currencies 
of both India and China will sharply appreciate... 


al would take either currency over the dollar. China is growing faster 
for now, but India will have stronger years in the decade ahead, not least 
due to export of services. 

India’s financial system is stronger and more sophisticated than that 
of China, its central bank further down the road towards an inflation 
target, instead of an exchange rate target — both factors make it less 
vulnerable to a crisis.” 


KENNETH ROGOFF in an interview with Anuja Byotra. Rogoffis a 
former chief economist of the International Monetary Fund 

(August 2001-September 2003). At present, he is a professor in the Depart- 
ment of Economics at Harvard University. 





“When I was in the Clinton administration, we spent a lot of time on the 
United Nations Security Council (UNSC) expansion. It was a very complicated is- 
sue. I guess I believe that India, for many reasons, should be a permanent mem- 
ber because of its power, its size. 







But it has to resolve its problems with Pakistan. We don't want permanent 
members of the UNSC to have permanent enmity with their neighbours... 








adam very proud of the fact that the change in the Indo-US relationship came 
about under president Clinton. He came here and that was really the beginning of 
the flowering of the relationship. And I would really like to see the US 
build on that.” 


MADELEINE ALBRIGHT, former US Secretary of State, in an inter- 
view with Pramit Pal Chaudhuri of Hindustan Times (“India deserves a 
place in UNSC”) on 13 December 2003 
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INTERNATIONAL PERSPECTIVE 


The feel-good factor has invaded all of India, 
and Indians are now looking forward to taking 


over the globe. To find out what the 












“China pulls in 30 times the FDI that India does. The Chinese understand 
that you have to sell yourself to the foreign corporations as a good place to do 
business. The truth is that India has not yet come to that conclusion... 


eT LN Cae RA EMANATE S e 


„Éven the cou ntrys much vaunted success in the IT industry needs to be 
put in perspective. Indias software exports last year totalled around $10 billion, 
while Microsoft alone was around $50 billion... 


... lf India does not carry its masses along with it, it will not be able to suc- 
ceed in the knowledge economy... 


„More people are in Chinese grade schools than are in Indian grade 
schools.... The worst educated province in China is better than the best edu- 
cated province in India...” 


LESTER THUROW, professor of economics and management at the Massa- 
chusetts Institute of Technology, in an interview published in the MIT Technol- 
ogy Review (“Message to India: Globalise or be left behind”) on 29 October 2003 


|‘ huetrations: ANTHONY LAWRENCE 





“What wil India do with its new power? Since the heady days of Nehru, all In- 
dian leaders have proclaimed a special destiny or mission for India in Asia and the 
world based on the greatness of its civilisation, its strategic location and its distinc- 
tive view of the world. The Bharatiya Janata Party's leaders are no exception, and the 
1998 nuclear tests were a way of stating India’s ambition to be taken seriously asa 
major power. But outsiders, contrasting the grand schemes of India’s foreign pol 
icy establishment with the jhuggis (urban slums) of Delhi, Mumbai and those of 
Calcutta, wonder ifit is serious. How can India, with a national literacy rate of 55%, 
lower than that in the poorest and most backward states, stake a claim to greatness? 


kinima indama aaee: 









„hdia is not a great power in the classic sense; it cannot challenge 
America’s military or economic strength. But in a transformed interna- 
tional order, its assets and resources are more relevant to a wide range 
of American interests than they have been for 50 years. They cannot 
be safely ignored in the future as they have been in the past.” 


Excerpt from STEPHEN COHEN’s India | 
Rising, The Wilson Quarterly, Summer 2000 | 
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Fast cars... 









The relative importance of the BRIC (Brazil, Russia, India and China) as an engine of new demand 
growth and spending power may shift more quickly than expected under the right conditions... 


| While growth in the G-6, Brazil, Russia and China What future holds 

is expected to slow down significantly over the next50 | chp E 
years, India’s growth rate will remain above 5% | lee 

that period. India’s GDP will outstrip 

Japan's by 2032. India has the potential to raise its in- sac 
come per capita (in US $) by 2050 to 35 times the cur- mene 
rent levels, Still India’s income per capita willbe signif- Aili 
icantly lower than any of the countries we look at... 


United States 
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Despite much faster growth, individuals in BRIC are still likely to be poorer on average than indi- 
viduals in the G-6 economies by 2050.” 


Excerpts from DREAMING WITH BRICs: THE PATH TO 2050 by Dominic Wilson and Roopa Pu- 
rushothaman, 1 October 2003, Global Economics Paper No. 99, Goldman Sachs 














„And speedbreakers 


“4 decade ago, India and China had roughly the same gross domestic product per capita. But at 
$440, India’s current GDP per capita is only about half of China's... 










Over the past 16 months, the McKinsey Global Institute has studied the country’s economy to see 
what is holding it back and which policy changes would accelerate growth... 


ye Three barriers to faster growth are: the multiplicity of regulations governing product markets, dis- 
tortions in the market for land and widespread government ownership of businesses. We calculate that 
these barriers inhibit GDP growth by 4% a year. If we remove them, India’s economy will grow as fast 
as China's, at 10% a year. Some 75 million new jobs would be created outside agriculture, enough to ab- 
sorb the rapidly growing workforce and reabsorb workers displaced by productivity improvements.” 


„india will have a $1.1 trillion GDP in 10 years with these reforms. Average Indians will be twice as 
rich and will live in the world’s fastest growing economy. ” 





Excerpt from “INDIA — FROM EMERGING TO SURGING”, Madeo M. Di Lodovico, William W. Lewis, 
Vincent Palmade and Shirish Sankhe, The McKinsey Quarterly, 2001, No. 4, Emerging markets 
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Of the many events that ‘shape life, none is more poignant than an experience that lives on. Manfest at IIM Lucknow promises to 
transform today's thinkers into tomorrow's thought leaders. An intense three day workout session for management students from 
around the country to compete, collaborate and confabulate with the best minds. This is one event no management student can afford to miss. 


IIM Lucknow & ONGC present 


manfest 
The Complete CEO Workout 


1200 students. 3 days. One intense experience. : 
Jan. 16 - 18, 2004 


pi H 


e Consulting assignments for telecom major Escotel and the U.P Housing Board e An off-beat management conclave with 
the six-sigma efficient Dabbahwallahs of Mumbai, Jug Suraiya and other noted speakers e Pradeep Baijal on telecom e Chanda 
Kochhar on banking e A world-class journal on strategy e Quiz with Sidhhartha Basu e Euphoria and Indian Ocean concerts 
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www.iiml-manfest.com e-mail: manfest@iiml.ac.in 
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Not just art, business imitates 
life. In its details, in its colours, 
in its moments. Moments that 
merge, moments that split and 
moments that forever change 
the way we do business. Which 
is why one assumes, we play 
the game in the first place. 
Keeping you abreast of all the 


moves, every week. 


Play the game 





story 


LATHA JISHNU 


OUNTRIES have to represent 
something. They have to em- 
body certain values and princi- 
ples. That's the ‘soft power’ that 
nations exercise, even those with 
economic and military might. 
For a country like India that has neither, the 
soft power is even more important because 
global images are shaped by what a country 
represents, what it stands for. 

So believes Sunil Khilnani, well-known 
academic, bestselling author (The India of 
India) and scourge of those who believe In- 
dias current trajectory will take it to a seat at 
the global high table. True, our profile is 
higher thanks to software, our emergence 
as the world’s backoffice, and a host of rea- 
sons, not all of them positive. But our brand 
remains hazy, its core values undefined. 

“India’s profile is larger but not sharper,” 
says Khilnani, director of South Asian stud- 
ies at the School of Advanced International 
Studies (Sais), John Hopkins University, 
Washington. “The world is more aware but 
less clear about what India stands for. Is it 
Hindutva, is it software and great technical 
skills? We're sending confusing signals.” 

As India looms ever larger on the globe, 
it is its idea of itself, the changes in the way 
we see ourselves that will shape its image. At 
a recent symposium on India in the emerg- 
ing global order, Khilnani stunned a mainly 
business audience by posing a stark propo- 
sition: a choice between Brand Software 
and Brand Saffron, between the promise of 
Bangalore and the threat of Gujarat. 

“There is the shrink-wrap, software- 
package India where brain arbitrage is the 
new spice trade and where India is a global 
brand name, and there is the self-inflated, 
venomous redefinition of India in terms of 
of Hindutva where, with mobile phones in 
one hand and the trishul in the other, we see modern technol- 
ogy and medieval weapons turned to lethal ends.” 

Lyrical and overly simplistic, you demur. Khilnani admits 
that Indias vast complexities can't be reduced to simple di- 
chotomies although at a symposium like the one organised by 
Sais and the Federation of Indian Chambers of Commerce 
and Industry in Delhi last month, stark options helped prick 
complacencies and puncture myths. 

The most common isa belief that politics is 
ceding ground to economics — an assump- 





DILEEP PRAKASH 


ao “S tionthat political choices are no longer impor- 

<3 U> tant as growth will smooth over differences 
D and bridge the divides in society. 

2, H 9 A dangerous illusion, warns Khilnani. He 

the wo* gives three reasons for this. One, India is just at 
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“The world is more aware but less 
clear about what India stands for. Is it 
Hindutva, is it software and great 
technical skills?” 





the beginning of a long process of 
economic development and only a 
clear political vision can ensure eco- 
nomic success. Two, Gujarat shows 
that economic growth does not ex- 
clude and is, in fact, compatible with religious extremism. 
Most importantly, growth and development, by themselves, 
cannot provide the glue to bind a nation. 

Meanwhile, India has to decide what it stands for and how 
it wants the world to see it. “I do believe that there are real and 
serious lines of conflict and that these are going to multiply in 
a society of our complexity as growth kicks in.” 

Khilnani, Europe-leaning and very much the British don 
—he is a Cambridge man who has been a fellow of the univer- 
sity's Christ's College and professor of politics at the University 
of London's Birbeck College for 14 years — is an unapologetic 
critic of Hindutva and the Bharatiya Janata Party's ideology. All 
of which might invite the charge that his India views are bi- 
ased, more so since he is passionate about Nehru and is work- 
ing on a book on India’s first prime minister. 
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contusin: 


signals 


Not at all, says a colleague who sees Khilnani as a brand | 
ambassador for a country that is now shaking off its foreign ` 
policy baggage to position itself as an Asian power. He is filling 
a critical missing element in Saiss portfolio of regional exper- 
tise with the South Asia programme that he initiated in early 
2003. The region, as he reminds you, is the seedbed of some 
serious conflicts facing the global order and is now a focus 
area for Washington's beltway of thinktanks. 

Sais is at the crossroads of scholarship and political action, 
the factor that prompted Khilnani to take up its offer last year 
when he was a research fellow at the Woodrow Wilson Centre 
in Washington. Sais is expected have a fairly significant impact 
on public debate and policy. 


From this vantage point, does it appear that India’s profile ` 
is looming larger in the US? Yes, says Khilnani. Until the late — 
1990s India did not really matter except when it was a nui- | 
sance or a threat. In 1998, Pokhran II made it both a nuisance | 


and a threat from a regional security point of view. In the last 
few years though, “India is no longer about the nuclear bomb 
or poverty” — a change that had much to do with software, the 
growing clout of American Indians, etc. 

Now that the US sees India as the one Asian nation able 


and willing to take a major foreign policy position, Indias own | 


sense of itself becomes critical. The political choices it makes 
will not only determine how India is viewed in the global 
arena, but also the kind of influence (soft power) it can exert. 
However, dealing with internal conflicts will be easier said 
than done as these wil! multiply and proliferate in coming 
years. His thesis is that economic growth and modernity 
_ which occurs in a society as complex as ours is not ho- 
mogenising; instead, it will create further divisions. 


Conflict is central to Khilnani’s idea of India, a recurring | 


theme that outlines a worrisome future 









for, says Sunil 


lists the following as the biggest fault lines in India: regional 
disparities that are ‘a ticking time bomb’; the caste issue; and 
the religious divide. 

According to Khilnani, each of these conflicts, apart from 
others like the urban-rural divide, represent competing vi- 
sions of India that could impair its own cohesiveness and the 
role it hopes to play on the world stage. In fact, the alarm over 
regional disparities in India echoes the serious concern that 
institutions like the World Bank have been voicing. 

The recent attacks on Bihari job-seekers in Assam and Ma- 
harashtra prove that the Sais analyst is not being unduly 
alarmist. “We can either choose not to recognise these poter 
tial conflicts, to pretend these are not coming upon us or we 
can say we are going to deal with them in an innovative and 
imaginative way because India has 60 years of institutional 
learning and political processes to deal with such conflicts.” In 
short, India has to make conscious political choices that will 
contain conflicts and allow it get ahead in the world. 

Between a Europe that seeks a multipolar world and a US 
that is looking fora balancing force in Asia, Khilnani feels India 
has a critical role to play. In the new order drawn up by colum- 
nist-author Thomas Friedman post 11 September, nations 
have been divided into the World of Order (it rest on four pil- 
lars: the US, the EU and Russia, China and India), and the 
World of Disorder (made up of the failed rogue states). India 
has to decide whether it can remain a pillar of the first if it 
adopts “a coarse and exclusivist ideology” that would break 
India along its religious fault lines. 

“We have amassed this great politi- 








for the country. He says that as growth “W do believe that there are real and cal capital of a democratic state, and 
kicks in, it will exacerbate the points of serious lines of conflict and these are that’s why itis important for India and 
conflict simply because there will be going to multiply in a society of our the world — to decide what it stands 
much more tobefoughtforandover.He complexity as growth kicks in” for.” India needs to be uniquely itself, @ 
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governable. Garbage, overpopulation, traffic jams, 

labyrinthine bureaucracy and competing pressure 
groups ensure that. While governments tend to concentrate 
on how the masses survive the megacity, the industry, which 
generates jobs and keeps the economy on the stove, is gener- 
ally not invited to the process. 

However, that was before Bangalore happened. The engi- 
neer-turned-politician S.M. Krishna, Karnataka’s chief minis- 
ter, and the engineer-turned-manager, Nandan Nilekani, the 
managing director of Infosys Technologies, opened the tap on 
a new style of governance. The Bangalore Agenda Task Force 


Š IG cities are usually unlivable and more than that un- 


youare Nilekani, that willcoordinate the various agencies that 
run Bangalore. 

The BATF has already made one big change. The city pub- 
lishes information about all the ongoing projects and all the 
corporate donors on a website. It is also a forum where people 


but divergent otherwise, the Bangalore model provides a good 
pin to connect the two together. 

The transparency is a beginning, and already Mumbai has 
taken a leaf out of Bangalore. The finance cap- 


to deal with its problems. Of course, it is prob- 
ably too early to expect Patna to follow suit 
but even if all the 11 major cities in the coun- 
try think like Bangalore, the urban reality 
would be a much lighter burden to bear. And 
it would spell a coming of age for governance. 
























(BATF) is the high command, if you are Krishna, anda portal, if — 


can directly question the government on expenditure and | 
performance. In India, where politics and economics are like | 
the motorcycle and the sidecar in Sholay, together for a while | 


ital of India has constituted its own task force | 





day has 


Anytime, Anywhere, Anyhow Education 


ROM the wonderful folks who once welded the gates of 
Bisa and produced a genius like Richard Feynman 

comes an initiative that’s so far ahead of its time that it is 
probably very difficult to appreciate. It is to education what 
Linux has been to the world of computing. The Massachusetts 
Institute of Technology (MIT), arguably one of the finest uni- 
versities in the world, decided to put up its course content on 
the web — for free. This year, almost 500 courses are available 
on http://ocw.mit.edu/ /. This is like Bill Gates giving away the 
Windows source code for free, but in orders of magnitude 
more useful. From nuclear engineering, software engineer- 
ing, comparative media studies, history, economics, finance, 
literature, philosophy and mathematics — almost every field 
of knowledge is there on the website. Just download it and use 
it. Students in Mauritius, Karachi, Turkey, New Zealand and 
Canada and 205 other countries are doing just that. Indians 
are already among the top 10 nations using this facility. This 
is not an MIT 
education a la 
Dronacharya, but if 
the student is willing 
to be Eklavya, then 
the website goes a 
long way. A univer- 
sity in Vietnam has 
been so impressed 
by the model that it is 
giving away its own 
tutorials on econom- 
ics for free. All we 
need is for Indian 
colleges to use the 
material and deve- 
lop lectures around 
it. It all makes sense. 
Content is commod- 
ity; the premium is in 
the presentation. 


Stand And Deliver 


A NCIENT Athens had Phidippides, the middle ages had 


Top 10 OpenCourseWare 
Nations* 


Nation 





Hits 
BRAZIL 
SOUTH KOREA EEFJE 
FRANCE 
JAPAN 
UK 
EH china 
EH ~oa 

rÍ AUSTRALIA 


*Outside the US 

* Includes nearly 600,000 hits from mainland China, where 
the government denied access to OpenCourseWare until 
Feb 2003, and nearly 2 million hits from Hong Kong 


Rank 


CANADA 


GERMANY 
















Martin Luther, and the modern world had Mahatma 

Gandhi breaking the salt law and the unknown man with 
the shopping bag standing in front of four tanks at Tiananmen 
Square. All these were symbols of defiance. In India, the image 
of Mahatma Gandhi was a battle against the outsiders. What 
about the insidious insiders? Satyendra Dubey, an unlikely fig- 
ure for the symbol of defiance, became just that when he was 
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come 


The world as we 

know it is changing — 
and fast. Just 

because of these new 
beginnings. 

by Shishir Prasad 
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do not necessarily 
break into a song each 
time they encounter a 
special moment in their 
lives. These two films 
may not have got the 
mainstream audience 
that a John Woo film gets 
but it is a start. As more 
. andmore directors such as 

Nair, Shekhar Kapur and Chaddha start exploring the theme 





_ of Indians living abroad more extensively, the breakthrough to 


the mainstream audience should not be far away. 
In 2004, we will wait for an Indian director to break on 


_ through to the other side. 


No Quarter 


AKING on the might of government employees is a politi- 
cally and, at times, physically reckless act. But two chief 
ministers, A.K. Antony in Kerala and Jayalalithaa in Tamil 


| Nadu, in their own ways showed that it can be done. Antony 


| was sophisticated. He was firm and told the striking workers 


killed while working on the 
Grand Indian Dream of the 
5,400-km long road pro- 
ject that will link four 
major cities of India: 
Mumbai, Delhi, Chen- 
nai and Kolkata. The 
quick mobilisation of 
public opinion on Dubey 
had everything to do with 
the frictionless democracy 
promised by the Internet. His 
batchmate Sanjeev Sinha, working in a large bank in Tokyo, | 
started a petition on www.petitiononline.comand in a month 
gathered almost 50,000 signatures to force a CBI enquiry. 
Sinha believes educated professionals who have little time to 
take partin strikes take to the Net very easily. The Prime Minis- 
ters Office (PMO) even took cognizance of the electronic peti- _ 
tion and told Sinha about the progress on the case. 

For the middle and the educated class, which usually stay 
out of lobbying and forming pressure groups, electronic advo- 
cacy fora will be the platform for making themselves heard. 


G OD bless Gurinder Chaddha for giving us Parminder Na- | 










— more than 15 milion signatures collected 
thousands of active petons 








We pæ you the annent methods of gasszocts democracy, cc 
Intest dagta networked cormzyumacetas, raug bve and free 


Participate! Spread the wend! S; 








gra, the next best thing in football shorts after David 

Beckham. While Nagra may still not be able to benditlike | 
Beckham she can surely swing it better than Agarkar. Bend It 
Like Beckhamcame pretty close to being India’s My Big Fat | 
Greek Wedding except that it was about soccer and not Ameri- 
can football or more familial things like weddings. But the $22 | 
million that the film made on the box office is no small change. | 
Combine this with the earlier success of Mira Nairs Monsoon 





Wedding that was a semi-hit all over India and it is easy to see 
how these directors have been able to convince that Indians 


| buckle, he just called in private 


| sential services while the 
state 
| employees struck l 
| work. Jayalalithaawasabit \ 


| sacked 587 striking workers. 


| that unless they called the whole thing off there would be no 


negotiation. In effect, he told the workers that some of the 
benefits would have to go because of the mounting wage bill. 
To show that he would not 










operators to carry out the es- 


government 


more drastic. She just 
Not the way it should have 
been done, but still, you 4 
can't help but wonder 
what would happen if all 
CMs were so tough. 


— Out Of Stock 


ALIFORNIA invented the gold rush, manufactured the 
Internet bubble and perfected the sweetest carrot of all: 
the stock option. At their height, stock options made em- 
ployees part-owners in their companies, part-millionaires, 


_ and complete believers in the new capitalism, where the net 


gain of exploitation and rewards was a huge positive in favour 
of rewards. Between 1995 and 2000, the quantity of issued 
stock options increased six times in the US. But the test of any 
device, as an astronaut will tell you, is how it performs while 
going up as well as coming down. Stock options, unfortu- 
nately, performed worse than the space shuttle Columbia: all 
of them went straight underwater. The stockmarket crash of 
2000 smoked the little capitalist hiding inside every em- 
ployee's airframe. But the final straw came this year when Mi- 
crosoft decided to stop giving stock options. But as markets 
around the world started rising, it appeared as if the employ- 
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ees had parachuted out a little too early. Luckily for employ- 
ees, while stock options may have been done away with be- 
cause accountants do not like them too much, companies un- 
derstand the motivational effects of a rising stock price. 
Microsoft and chief Bill Gates have switched to restricted 
stock, in spirit, the same as stock options, and in India is- 
suance of stock options is going on stronger than ever before. 
Employees would do well to hang on to them. Better a poor 
owner for a year than a semi-rich slave for life. 


Backlash In America 


NH EVIN Flanagan's suicide incited it. 
Tom Tancredo and Shirley Turner’s 
E T opportunism tried to crystallise it. 
The backlash, till now, has remained a 
fringe movement but it all depends on how 
sensitively India handles the situation. Per- 
versely, for India, it was a proud moment. After years of com- 
plaining about foreigners wiping our industries, for once, the 
world is quaking because of the Indian might in software. Not 
only can we out-code the world, we can out-talk, out-listen 
and out-chat them too. Since then, a lot of water has flown un- 
der the bridge; most of the bills to ban outsourcing have been 
defeated. But the movement hasn't subsided. It will not, be- 
cause almost 3.3 million jobs are expected to head past the 
Statue of Liberty into the blue yonder. In November the state 
of Indiana cancelled a $12.5-million contract with TCS be- 
cause of public pressure. 
Indian companies should not worry. Fear. Respect. Accep- 






DILEEP PRAKASH 














the extent of pollution that a country can expel forth into the 


_ atmosphere. Don't get moony-eyed about how we are the 
| cleanest nation in the world; we are not. It is just that we con- 


sume less energy as compared to America or Europe, and we 
use mostly coal so we can become more energy efficient, as 
compared with the US or Europe, simply by upgrading to new 
equipment or by introducing a new way of energy production. 
India has a huge incentive. It can earn ‘points’ for reducing 
carbon emissions by every tonne. These points can then be 
exchanged for cash. Right now, the financial impact is in- 


| Significant, maybe $100 million, but as the country starts pro- 


ducing more energy to feed 
its growing economy, the 
incentive will go up. The 
Western countries, which 
find it difficult to reduce 
their levels of emissions, 
will buy Indian ‘points’ to 
compensate their shortfall. 

Balrampur Chini, Tisco, 
SAIL and Jindal Vijaynagar 
Steel have already signed 
deals to upgrade their 
manufacturing facilities to reduce emissions and earn ‘points’. 
The most important thing from an Indian point of view is that 
because this is a market-linked scheme — you make money if 
you dont pollute — India will be forced to look at alternative 
energy sources like wind power, biomass and hydel power. For 





| you and me though, the important thing is that someday, 


tance. That’s the usual cycle with any massive change and all | 
the protests mark a coming of age for the Indian IT industry. 


Actually, more than the backlash it will be shoddy quality of 

work that will threaten the Indian companies. Because then, 

the US companies will have reason to give away the work to 

US companies using the India offshore model. Will we then 
hear protectionist cries from the Indian BPO 
industry? Strange thought, though. 


Emission Statement 


Ë XCHANGE all ye polluters of the world for 


ye have nothing to lose except thy top | 
dollar. The Kyoto protocol sets a limit to | 


within our lifetime, we will be able to see the pretty young 
things in Pune minus their hideous dupatta masks and gloves. 
Ah, the joys of clean environment. 


It Is About The Telephone Line, Stupid! 


T is not often that you land head-first in a pile of trash and 
i come up smelling like roses. When Al-Qaeda and its boys in- 

flicted structural damage on New York's World Trade Centre, 
it seemed the last straw had drifted on to the Indian technol- 
ogy sectors back. The body blow came a little later when the 
US refused to continue with the earlier H1-B visa limits from 
India of 195,000 and put 
the usage of L-1 visa under 
the scanner. It would have 
been more effective to cut 
⁄) off the undersea subma- 
rine cable to India. 

Indian companies ac- 
tually rediscovered their 
real strength: taking work 
offshore. Better companies 
like Infosys Technologies, 
Wipro and TCS have found 
the restrictions an irritant. 
But at least Infosys and 
Wipro (we have no data on 
TCS) have been able to 
keep the sales and market- 
ing costs down, shown in- 






Illustrations: ANTHONY LAWRENCE 
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creased ability to take work like package implementation and | 


infrastructure management, once thought to be un-off- 
shorable, to India successfully. 


The adversity has actually made them stronger. So much | 


so that ability to take work offshore itself has now become a 


huge science. Good companies can offshore in 48 hours; the | 
laggards can take up to three to four weeks. And what was | 
once considered a commodity, a sort of labour arbitrage, is | 


now becoming a source of competitive advantage. Go one 
step further. At least one sector of Indian companies is now 





ready to operate as global corporations. The time zones may | 
change and so may the geography but the know-how of man- | 
aging across time zones and distributing an operation across | 


geographies is all there. God Bless America. 


Information Overdrive 


OW that the US has managed to capture Saddam, it is | 


time for us to hand it a more difficult task. We should ask 
Americans to get some information out of the govern- 
ment departments. They will realise that Saddam in a rabbit 


: 


hole is a far easier proposition. Thankfully for the ordinary In- | 
dian citizen, who doesn't have the fancy body armour, the | 


night-vision glasses 
or the Heckler and 
Koch submachine 
gun, there is always 
the Right to Informa- 
tion Act. What can 
you do with the right 





to information? You can start by asking the infernal munici- | 
pality why the road is being dug up for the 91st time. Youcan | 
ask them why the road-widening exercise has actually re- | 
duced the width of the road to cause two-light-year-long traf- | 


fic jams. You can ask them where the money meant for pri- 


mary education went. It is actually quite potent. You go figure. _ 
| just five years, the company has been able to up its quality to a 


Googly From The Chinaman 


first planet, the home planet. Colonel Yang Liwei and his | 


T journey of a thousand planets usually begins with the 


divine vessel Shenzhou 5 broke through the gates of the 


elite club of Russia and the US that have put their own men in | 


space. A lot of people who think that the entire flight was a 
waste of money, well, think again. Not only does the space 
flight give a huge boost to the Chinese scientists’ confidence, it 
also gives their space programme lots of credibility. After all, 


Colonel Yang Liwei returned to earth limbs intact. The spill- | 


over effects are significant. The Chinese now have fuel and 
rocket technology. They have laser technology to counter mil- 
itary satellite threat from the US. And, of course, they have the 


capacity to launch satellites for collecting reconnaissance | 
data. And like the way it happened with the US space pro- 
gramme of the 1960s, the spill over benefits into allied areas of | 


technology like microelectronics, nanotechnology, imaging 








sensors and material sciences will be reaped by China. There | 
is no better boost to China's own status as a centre ofadvanced | 


technology manufacturing. And never mind if the space pro- 
gramme, at least at the start, was because the Russians — des- 
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perate for money — sold the technology to the willing Chi- 
nese. India would do well to figure out what it could do to 
catalyse its own space programme because it doesn't look as if 
Chinese are planning to buy software for their space pro- 


| gramme from India in any significant quantity. 


Nir Tata Goes To London 


INDSIGHT is 20/20. It was actually a bad idea to have 
k laughed at Ratan Tata for taking the Indica bet. After sink- 

ing Rs 1,800 crore in the project, Tata Motors is already 
No. 2 in the domestic market. More miles have passed by since 
and the company is now the supplier of small cars to Rover. In 
the process replacing the Chinese manufacturer, China Bril- 
liance. When you think about it, this is a huge achievement. In 


level where its cars are compliant with most European norms, 
which are very stringent. One can also see echoes of history 
here. The Japanese, when they started off their car industry, fo- 
cussed on the small car segment to knock the gargantuan 
Cadillacs off the US popularity charts. City Rover, too, has 
started off pretty much the same way. If the next gambit of the 
Rs 1-lakh car succeeds, Tata Motors can pretty much aim to 
clean up the small car market, at least in Asia, where more and 
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more people are buying their first cars. An interesting conjec- 


g ture: the majority shareholder in Rover Car Company is a pri- ` 

_ vate equity firm Phoenix Venture Holdings. So if the Indica- ` 
Rover deal delivers on its numbers and the partnership | 
becomes stronger, could the Tatas be interested in picking up ` 


Í the Phoenix stake? Okay, okay, just thinking aloud. 


| Unified Theory Of Telephony 






of service, fair play and rollout obligations. And not babu dik- 
tats on technology selection. In true Indian spirit, in spite ofa 
| policy that was designed to confuse rather than clarify, the 
= mobile market is riding on Michael Schumacher’s fairings 
| (See ‘Cellphones To Overtake Landlines’ on page 39). The gov- 
- ernment has wisely introduced the Unified Telecom Licence 
that removes the distinction between mobile and fixed line 
° operators, which increase growth even more. 

What's interesting is that according to projections, by late 


ee | 2004 or early 2005, the number of mobile subscribers in the 


country will be more than those for the plain old telephone 
service. That would be a truly historic moment: what the en- 
tire telecom department managed to achieve in 50 years, the 
$ private operators will achieve in just 10. And since mobile 
N technologies anyway have a lower cost per subscriber, India 


| for themselves. 


_ feature of the Actis that it 
_ provides open access, 
HE next time Mukesh Ambani thinks up a scheme, for | 
God's sake just let him go ahead. Reliance has shown what ` 
the telecom policy should have concentrated on: quality — 


| should see a proliferation of mobile phones even in rural ar- 


eas. India should also see the price of a call coming down sig- 


snobbery, but in 
the future, unless í 
you are really rich 
g and stay in fashion- 
| able addresses, do 
not expect to see a 
normal telephone, 


Electric Moon 

KAY, so on electricity there is some good news and some 

bad news. The good news is that there is a wonderful new 

A Electricity Bill. The bad news is that there is still no elec- 
- tricity. Could that change? Quite likely. 

Listen to the story of Sainik Farms. Being an irregular 
Í colony, the Delhi Vidyut Board (DVB), the erstwhile distribu- 

| tion company in Delhi before it was unbundled and priva- 

# tised, did not offer legal connections to people. For obvious 
| reasons, some of these households stole electricity. The 

smarter ones put up small captive units and sold electricity to 

their neighbours. 

One shouldn't be surprised if entire vil- 
lages or a cluster of industries decide to repli- 
cate the Sainik Farms experiment in the years 
to come. That's because the Electricity Act, 








2003, allows for that: it has freed generation of | 


electricity from licensing. As grid power is un- — 
reliable and expensive, larger industries have | 


I 
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opted for cap- 

tive power. However, 
now, smaller industries 
could get together and 
put up a captive project 


The most striking 


which is the heart of the 
legislation. Today, the 
state electricity boards 
(SEBs) own the trans- 
mission lines. The Act requires them to pro- 

vide fair and open access to these lines for anyone who wants 
to use them to trasmit power. What it means is that if Delhi 
wants to buy electricity from Goa or Himachal, it could do so 
by paying the SEBs en route a fee for using their lines. One was 
getting tired of Goan Feni and Himachali apples anyway. 


Spielberg Had ET, Bengal Has IT 
EXT to one of the finest cantilever suspensions in the 
world — the Howrah Bridge — is the state of suspended 
animation: West Bengal, where the idea of organised 
labour is the massive chakka jam or the classic Kolkata bandh. 
So when the West Bengal government talks about making 
Kolkata a Bangalore, it appears as likely as Sunita Narain say- 





_ ing: “Never mind the pesticides, yeh dil maange more.” But 
nificantly. Already, you can make long distance call between | 
any two places for just Rs 2 per minute. It sounds like inverse _ 

og ; _ tion Technology has been declared as a public 
_ utility in the state. What this means is that IT 
_ and business process outsourcing em- 


surprise, surprise. Buddhadeb Dasgupta, the chief minister of 
West Bengal, is serious. So serious that Informa- 










ployees will not be considered blue-col- 
lar workers and will not be compelled f4) 
to join the bandh or strikes that J WW 
keep happening in Kolkata. m š 

And West Bengal is the last bas- 
tion of communism in India. To 
prevent friendly neighbourhood 
goons from preventing IT workers 
from going to work on bandh days, 
the government has provided special 
iT stickers (like those on doctor's ve- 
hicles) for vans and vehicles trans- 
porting IT/ITES workers, The 
stickers will allow the vehicles to pass 
unhindered. The West Bengal govern- 
ment has also removed IT from the 
Shops and Establishment Act to allow 
these industries to work 24x7. 

The salt rim on the tequila moment, however, is when 
Dr Dhrubes Biswas tells you that he represents a $5-million 
venture capital fund with a mandate to invest in IT compa- 
nies. Think about it: a thriving Kolkata could fire the Eastern 
corridor and light up the economy. 

One sure hopes that someone has informed Mamatadi 
about the new policy. * a 
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@ Attractive Monthly Rest Variable Rate Option. @ Counselling and advisory services for acquiring property. 
@ Top-Up Loans. @ Special Schemes for groups. @ Balance Transfer Facility. @ Options to switch between schemes. 
@ Network of over 170 branches and over 26 years of experience. @ Special rates for HDFC customers (past and 


present) on all new loans. @ Special offers from HDFC Group companies. 
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W” Welcome to HDFC Apply online at hdfe.com WITH YOU, RIGHT THROUGH 


MUMBAI (HDFC Home Line) - Tel: 56636000. NEW DELHI (HDFC Home Line) - Tel: 51651926. CHENNAI {HDFC Home Line) - 
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Why the 
Americans 
) need 
Indians so 
desperately 
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Tailor, 
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AST evening, I re- 
ceived a singular les- 
son in Indo-Ameri- 
can relations. And 
_ why the two coun- 
4 Men ities are coming 
| closer despite minor irritants 
| like Pakistan and Iraq. The 
| lesson was delivered by a young 
| American who wished to remain un- 
= named. The setting was one of those 
| boring parties that features businessmen, 
| journalists and members of the diplomatic 
- corps of various countries. The immediate 
| provocation that sparked off this most interesting conversa- 
F tion was my stray remark — naive as I see it now — that Amer- 
| ica, being the most powerful country in the world today, did 
| notneed anyone’ help to do whatever it wished. Or, at least, 
| thatAmericans needed help from other countries far less than 
| the latter did from them. 
a I was gently contradicted by this young American gentle- 
| man “Oh, butyou are so wrong,” he said. “Sure, we Americans 
|= donotneed much help from other countries — but we just 
| cannot do without the help of India.” 
I must confess that left me completely stumped. “Why 
| does the US need India? Is it because we are both democracies 
f= and we both want to fight terrorism?” I asked. “Of course not. 
(| ‘There are far more important reasons than that,” he re- 
| marked. “It is because of your sheer numbers. Why, even 
| George Bush remarked to former ambassador Blackwill once 
that what he liked about India was that ithada 
‘billion people.... Isn't that something?’ ” 

“So that is the reason — India is a big mar- 
ket for the Americans, is that it?” I asked. “Oh, 
you are not really an attractive market. There 
are dozens of other markets which have better 
potential,” he said. 

By now I was getting thoroughly puzzled. 
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_ INDIA AND THE US 


So I waited for him to explain further. 

“You see, we need you at the time of birth,” he said. “We are 
facing a terrible shortage of nurses back home — we need al- 
most 500,000 of them in a hurry and fewer and fewer people 
are joining the nursing courses in the US. It is a terrible job — 
low wages, bad working hours, not many prospects of going 
up in life. And, therefore, we need nurses from India. 

“And then we need teachers,” he continued. “Now you In- 
dians produce vast hordes of graduates and post-graduates 
who have no jobs. They jump at the thought of becoming 
teachers in our public schools. Now not too many people in 
America want to become teachers in these schools, what with 
the shootings and the bad behaviour of our kids. So we are 
looking at Indians to fill up the positions in at least the worst 
public schools in our country.” 

“Then there is research on all these subjects — genetics, 

software, telecommunication, pharmaceuticals — 
where we Americans want to maintain our 
lead in the world. But because of our 
primary education system, we 
w just aren't producing enough 
brilliant people. But your 
IITs churn out brains by the 
thousands. And we need them 
) to do our research for us.” 
J _ Bynowhe was warming up 
L4 tothe subject. And I was more 
il than happy to listen to his logic. 
— “We will also shortly need 
you for our armed forces. As Iraq 
! and Afghanistan showed us, even with our 
technological superiority in warfare, we still end 
up losing some American lives in battle,” he said. 

“But India doesn't want to fight American wars. I thought 
our prime minister had made that amply clear when the US 
asked for troops for Iraq,” I argued. 

“Oh, India can stay out ifit wishes. But suppose we give out 
visas and green cards to people who want to join the American 
armed forces, I am sure we will get millions of Indians apply- 
ing overnight. In fact, [have already proposed the idea to some 
higher ups,” he said somewhat smugly. 

“And then we need you people to man all those irate calls 
that we get from people who have bought American products. 
Why do you think so many of these call centre jobs are being 
shifted to India these days?” he said. 

“I thought that was because of the cost differential,” I 
pointed out. 

“That is only a small part. The real reason was that we were 
simply too sick of fielding all those calls from cranky cus- 
tomers who think that just because they have bought a prod- 
uct, it gives them the right to also expect service,” he said. 

I must confess I had never thought of that aspect. 

“And then we will need more doctors and nurses from In- 
dia to look after our ageing baby boomers. We will need Indi- 
ans to run our retirement homes. And we will need them to 
take care of hazardous things like flights to space,” he said. 

“So what will the Americans do?” I asked. 

“Oh, we will continue to do the really important thing — 
run the world.” E 
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LKB offers you 
m 7 day banking* 


m Extended banking 


hours* 
= 24 hour ATMs* 


= Computerised 


branches* 
= Deposit schemes 
m Forex services 
m = NRI services 
= Corporate services 


= Consumer loans — 
Home loan, Car loan, 
Trade loan, 
Personal loan & 


Education loan 


*In select branches only. 








Al Banking. As you like it. 


International-Local. Fast-Slow. Young-Old. 


Computerised-Personal. 


At LKB, banking is a part of your personality. 
And we have built on this philosophy for over 
64 years. The result — a steady growth over 


the years. 


So whether you need Retail Banking services, 
Consumer Loans, Corporate Banking 
solutions, Forex services for Exporters/Importers 
or NRI services, just drop in at any one of our 
branches. Or give us a call. We'll make you 


feel completely at home. 


©: LORD KRISHNA BANK 


smi Banking as you like it. 


Regd. & Admn. Office: Second Floor, Indian Express Building, Kaloor, 


Kochi - 682 017, Kerala, India. visit us at: www.lordkrishnabank.com 
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conforming to rigid domestic, 
international specifications and tailor 
made as per customer requirements. 
Product range includes Angles, Channies, 
Beams, Ribbed bars, Plain Rounds, 
Squares and Flats of different sizes 

and lengths. 


Our high strength corrosion resistant 
re-bars are now branded as ' VIZAG TMT '. 


Fully killed, negative tolerances, perfectly 
formed profiles with uniform strength 
distribution along the length are our 
unique features. 


VIZAG STEEL will be delivered to the 
customer's doorstep in time - every time. 


VIZA Z 
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Steel the world prefers 








CORPORATE COMMUNICATIONS DIVISION , VIZAG STEEL 
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For details please contact : GM (Mktg), Rashtriya Ispat Nigam Ltd., Visakhapatnam Steel Plant, Visakhapatnam - 530 031. Fax : 0891 - 2518316 


State Feature 


My) isakhapatnam is extraordinary for its geography 
ie and its culture and values. Its geographical beauty, 
WE the bounty of Mother Nature, is too well known to war- 
rant repetition. The cultural dimension, unlike geography, is 
fascinating since it is people driven. The values that underlie 
that culture stood the test of time. There has never been a case 
of caste or communal conflict here. 
The first VC of the Andhra University, Dr C. R. Reddy brushed 
aside the claims of other Andhra towns and located the Univer- 
sity at Visakha. He gave it the name of ‘City Of Destiny’. With 
arable land comprising a quarter of the total land area and rural 
population amounting to 60% of the total, agriculture continues 
to be an important sector. Industry and services have not yet 
become the main stay of the district. It has a total of 55 large and 
medium manufacturing industries.Of these 8 units are in public 
sector which dominates in investment and employment account- 
ing for 85% of investment and 68% of employment. Most of the 
large and medium units are mineral based like cement, steel, 
heavy, engineering, chemicals and oil and natural gas. 


A Step Towards Economic Prosperity 

The concept of setting up exclusive zones to promote estab- 
lishment of industrial units meant for export has gained momen- 
tum all over the world . Vishakhapatnam was also not lagging 
behind in this. Visakhapatnam Special Economic Zone or VSEZ 
was set up in 1990 but the real operations started with the advent 
of M/s. Synergies-Dooray Automotive Ltd. This is an Rs.130 crore- 
project set up for manufacture of aluminum alloy wheels in tech- 
nical collaboration with a South Korean Company called M/s. 
Dooray Corporation. The unit, which took 10 acres of land 
constructed its own most modern plant employing latest tech- 
nology which is unique method introduced for the first time in 
India. The next firm to commence operations at VSEZ is 
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interesting story. The unit had appointed ICICI as consultants to 
suggest a suitable location for their operations. After visiting 
several places, while passing through Visakhapatnam by air, the 
unit made a halt and told about VSEZ visited the zone. Im- 
pressed by the infrastructure and other facilities they had in- 
stantly decided to set up their operations .As rightly pointed out 
by P Ramesh Kumar, Development Commissioner, “Diamond pro- 
cessing is traditionally concentrated in Mumbai and Surat where 
also it is done on a smaller scale. It is for the first time that 
diamond processing was brought to this part of the country, that 
too on a large scale.” The problem before the unit was to get 
trained manpower. For this, the unit with the help of a team of 
expatriates trained the local girls and boys and was hoping to 
send their first consignment in six months time. To their sur- 
prise, these girls and boys picked up the skills so fast that they 
could dispatch the first consignment in the first three months of 
operation 

Having realized the potential of Software industry, the Devel- 
opment Commissioner had conceived the idea of promoting 
the same. After a series of meetings with experts in the field it 
was decided to provide datacom facilities for software exporters 
at VSEZ. Initially, it was decided to commission a 2Mbps optical 
fibre link between VEPZ, Visakhapatnam and the Software Tech- 
nology Park (STPI) Earth Station at Jubilee Hills, Hyderabad 
which is the Gateway. In order to meet the growing demand 
it was proposed to upgrade the facilities by installing 
an Earth Station at VSEZ. The work on installation of the Earth 
Station was completed and Hon'ble Union Minister for Informa- 
tion Technology Shri Pramod Mahajan formally inaugurated it 
on 24.12.2000. The commissioning of Earth Station at VSEZ has 
opened a new era in promoting software industry in VSEZ, in 
particular and in the city of Visakhapatnam in general. Presently, 
irene a er Be pa ak 
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Foreign Markets. 







Strong and peaceful industrial base 
Well connected by rail, road, air and sea 
Excellent in-house support services 
State of the art infrastructure 

100% tax free benefits 


Single Window Clearance mechanism 


Export-friendly administrative set up 
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STPI is now extending this 
facility to the Software De- 
velopment Centers in the 
city too by installing a Re- 
peater in the city. 


Thrust on Exports 
The 18 functional units in 
VSEZ exported goods 
worth Rs.253.02 crores 
during the year 2001-2002 
against Rs.219.11 crores 
during 2000-2001, thus, 
showing 29.36% growth. 
Despite slowing down of 
US economy and a gen- 
eral recession the soft- 
ware export units have 
also shown noticeable growth.During the financial year 2002- 
2003 the exports were Rs.357.84 crores against the target of 
Rs.300 crores for the period says Mr Kumar. 

The zone is also the nodal agency for implementation of 100% 
EOU Scheme in the state of Andhra Pradesh which is contribut- 
ing substantially to the foreign exchange revenue of the coun- 
try. The exports by EOUs were only Rs245.32 crores during 
1993-94 with about 60 units under operation. Thereafter, there 
was substantial growth both in the number of units as well as the 
export turnover. At the end of the financial year 2002-2003, the 
number of units has grown up to 116 with an export turnover of 
Rs.1375 crores. 

As P Ramesh Kumar Jt Development commissioner says, “Per- 
sonal relationship, no red tapeism, online application and excel- 
lent team work are some of the reasons for the successful opera- 
tions of VSEZ.” 


On the path of Turnaround 

Not long ago people of the city and the district of Visakhapatman 
have taken pride in the establishment of an integrated steel mill 
, now known as the Rashtriya Ispat Nigam. But a few years back 
Visakhapatman Steel Plant (VSP) was referred to BIFR with 
over Rs 4000 crore losses forming over 50 percent of total 
equity. High capital cost and large borrowings, resulted in huge 
cost over runs and high capital related charges. South East Asian 
financial crisis severely affected the steel market, which led to 
continuous drop in steel prices both in domestic and interna- 
tional market. Despite these adverse conditions VSP collec- 
tively has risen to the occasion and over the last few years its 
performance has improved in all on all fronts including produc- 
tions , techno-economics, marketing and financials.Under the 
able leadership of Chairman and Managing Director B.K.Panda 
the emphasis was on total employee involvement, technology 
upgradation and process management.With all these efforts VSP 
is on the path of becoming the first integrated steel plant in the 
country which has been accredited with all the three Interna- 
tional Standards for Quality (ISO 9001),for Environment Manage- 
ment (ISO 14001)and Occupational Health and Safety (OHSAS- 
18001). 

As correctly pointed out by CMD Mr Panda, all these initiatives 
improved VSP’s market share from 28%-38% during the last five 





Earth Station at VSEZ 


years. Management and workers together turned VSP into a 
zero debt company with net profits. During the first half of 2003- 
04 ,even while operating well beyond its rates capacities, it 
continued to register good growth rates both on production 
and marketing fronts which in turn contributed to a six fold in- 
crease in VSP’s net profit from a level of Rs 74 crore in the first 
half of 2002-2003 to Rs 465 cr in the first half of 2003-04. With 
this improved performance VSP 
could wipe out its entire loan com- 
ponent of Rs 2,677 and today it is 
a zero debt company. The sales 
of Rs 535 crores registered in No- 
vember represents a growth of 
37% over the same period of last 
year.The export of 20,400 tonnes 
of Round Corner Squares (RCS) 
to China. is another highlight . 
Exports have grown by 34%. 
Consequent on achieving the 
“Zero” debt status ,the interest 
expenditure for November 2003 
was as low as Rs 3 crores and for 
the eight months was hardly Rs 50 crores as against Rs 147 
crores in the corresponding period of previous year. VSP has 
become a financially self sustaining Company and is able to fund 
its immediate capital expenditure by itself. In order to counter 
the weakness of captive mines VSP is trying to lease out on 
captive iron ore mines. 

A host of pro-active industrial relation initiatives, interactions 
with unions, confidence building measures, culture of consult- 
ants have resulted in maintaining cordial and peaceful industrial 
relationships in the plant. This has also resulted in achieving a 
Labour Productivity of 258 tons/man year during the period 
April- November 2003, considered as the best in the country. 
Vizag Steel stamp its supremacy once again in Energy 
Conservation.It has won the first prize of National Energy Con- 
servation Award- 2003 for its energy saving measures and for 
becoming the lowest consumption plant in the integrated Steel 
Plants sector in the country. 


An Era of Excellence 

The Visakhapatnam Port has created history by consolidating its 
position as the number one major port in India for the third con- 
secutive year .It achieved new heights of success during 2003-03 by 
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8th Masters programme in International Business (2 Years) 


Applications are invited for the 8°" TWO Two Year Masters Programme in 


International Business (in academic collaboration with Indian institute of Gn Integrated 
Foreign Trade, New Delhi). Last date for submitting applications: 28 Feb 2004. 


Applicants should also apply for IIFT Test or submit CAT February 2004 scores la Ma: / 
within 20 days of dispatch of CAT Scores. ae MOOG OCG | 


Admissions open for One Year Distance Education Diplomas 2 
¿o 


@ Logistics and supply Chain Management 
@ Export import Management 
è Pharmaceutical Marketing 
































Combination of distance education and e-learning methodologies 
3 terms of 4 months each. Fee: Rs. 12,000 


Workshop on Teaching and Research in Industrial Relations. 


February 2-6, 2004 at GIFT, GITAM Campus, Visakhapatnam. Organised in 
association with Indian Industrial Relations Association, International Labour 
Organisation, International Management Institute, National HRD Network, 
National Institute of Personnel Management, Visakha Chapter and Association 
of Indian Management Schools. Resource persons include Sarosh Kuruvilla, 
Cornell, Anil Verma, Toronto, A V Subba Rao, Ottowa, P D Shenoy, Secretary, 
Ministry of Labour, Government of india, EM Rao, XLRI, Biju Verkey, IIMA, A 
Gangopadhyay, TISS, CP Thakur, former Dean, FMS, DU union leaders 
and HR professionals. 





For IR/HR teachers and researchers and other stakeholders, specially 
corporate leaders. 


Delegate Fee : Rs. 3000 (non residential) 


Workshop on Learning form Each Other 


Eastern and Western Philosophies and Practices. 1 & 2 February 2004 
at GIFT, GITAM Campus, Visakhapatnam. Organised in association with 
International Management Institute and Association of Indian Management 
Schools. Resource persons include: Chris Legett, Australia, Siraj Hussain, 
VC, Hamdard University, Dharni Sinha, COSMODE, B R Virmani, Cord-M, 
Rajen Gupta, MDI Gurgaon, CP Bhatta, IIM Kolkata, G Narayan, Chairman, 
Excel Industries, Mumbai, KK Sinha, Director (HR) NTPC, etc. 


Delegate Fee : Rs. 4000 (non residential) 





RUSHIKONDA, VI KA A . 530045 | 
Ph.: 0891-2790505, 2790029, 2840292, Fax : 0891-2790036 ` 
Email : giftindia@gift-india.org, admissions@gift-india.org 
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handling 46 million tonnes of cargo. 
EXIM India has been tracking Vizag 
Port’s record breaking performances 
over the years. The port’s signifi- 
cant potential and the spirit of 
healthy competition has spurred it 
on to consistently better its own all 
round performance.Under the able 
guidance of the last chairman 
Padmashree S.R.Rao and deputy 
š chairman Mr P Tamilvanan and his 
K. R. Kishore efficient team ,the port has tasted 
Chairman, Visakhapatnam Port Trust success after success and has set its 
sight on new horizons. 
Vizag port is the only Indian Port among South East Asian countries 
to bag OHSAS 18001 accredition for the Occupational Health & 
Safety Management System. It is also the first Indian Port to bag 
ISO 14001 accredition .It is also the recipient of National Safety 
Award ( Runners)for three years in succes- 
sion and adjudged as winner for the year 2002 
by the Ministry of labour for achieving low- 
est average frequency rate among major 
ports. 
The port has a number of distinctive advan- 
tages one of which is excellent rail road con- 
nectivity ensuring faster transportation of 
cargo to the service area. There is 243 kms 
of railway connectivity . Out of 46 million 
tonnes of cargo 26.5 million is by railways. 
The main service objective of the port is to 
provide sea port facilities and related sup- 
port services for all ships visiting the port 
and cargo handling at inner and outer harbours 
of the port.The port trust is committed to minimize the adverse 
impact ,of its operations on the environment. As pointed by K.R 
Kishore Chairman, “All our transactions are on line to ensure that 
the customers get best possible service in a more transparent , user 
friendly and hi-tech environment.” 


A Centre of Innovation and Entrepreneurship 
In February of the current year GIFT ( GITAM Institute of Foreign 
trade) , an offshoot of Gandhi Institute of Technology and Man- 
agement or GITAM came out with a Visakhapatnam Development 
Report 2003 which perhaps is the first ever district level develop- 
ment report in the country. The report embodies the implicit prin- 
ciple that human development can be adequately planned and deliv- 
ered at a level that is viable and manageable, namely, the 
district. Chief Minister Chandra Babu Naidu specially commended 
the efforts of Dr. Murthi, Member of Parliament ( Lok Sabha), staff 
of GL a r bring; gi ag pout a ang xcelle at report. A, 
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GIFT - a centre of learning 
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GIFT,an integrated business school with teaching ,training ,consult- 
ing and research was established inthe year 1997 in academic col- 
laboration with Indian Institute of Foreign Trade, Ministry of Com- 
merce and Industry, Government of India.GIFT has serviced a host 
of organizations related to foreign trade like VSEZ, APEDA, SIDBI, 
MMTC, NMDC, FAPCCI, Tobacco Board, Horticulture Board, 
CONCOR, various chambers of Commerce. The Masters Programme 
in International Business (MPIB) prepares the participants for pro- 
fessional careers in the management of business operations with a 
global perspective. It places emphasis on a state- of -the —art 
curriculam. It is attuned to the needs of the industry in the era of 
globalization and evergrowing challenges and complexities of busi- 
ness in the WTO regime. With training in all functional areas of 
international business management in marketing, finance, logistics, 
systems and foreign language courses, GIFTians are placed in 
internatinal marketing , foreign exchange and logistics divisions of 
reputed business firms like Lupin Laboratories , Ernst and Young, 
HSBC and Maersk. 
Some of the recent 
initiatives of GIFT 
are the launch one 
year Distance Edu- 
cation Programme 
in Export Import 
Management ,Lo- 
gistics and supply 
Chain Management 
and Pharmaceutical 
Marketing to cater 
to the needs of 
working executives 
and prospective en- 
trepreneurs with 
enrolement twice a year, every August and January.Adding to their 
programme is also the workshop on ‘Learning from Each Other 
Eastern and Western Management Thoughts and Practices’ in asso- 
ciation with IMI AND AIMS. Second programme is the workshop 
on ‘Industrial Relations Teaching and Research’. Both the 
programmes will commence in February. 
To conclude nature has blessed Vishakhapatnam with beauty and 
serenity while man has nurtured it with care and sought to embellish 
it with his imagination and creative effort. The government could 
consider the target of a million tourists by 2007 —2010. The per- 
cent of foreign tourists should take a great leap forward. Soon there 
will be a modern airport at Visakhapatnam which can take more 
planes . Borrowing the immortal words of Jawaharlal Nehru “ Let us 
all become partners in the common enterprise of building a new 
India” by developing districts, cites, towns and villages with 
Visakhapatnam she shee Fo | 
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Camping .in’a jungle or surfing in.the Sea-Visakhapatnam has if‘all 
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1. (L-R) Amit Mitra, secretary general, FICCI; Naina Lal Kidwai, 
vice-chairman and MD (investment banking-India), HSBC; 
Aveek Sarkar, chief editor, BW; K.R. Narayanan, former presi- 
dent of India; Abid Hussein, former Indian ambassador to the 
US; R.S. Lodha, past president, FICCI; and Tony Joseph, editor, 
BW. at the awards ceremony. 2. S. Gupta, head, Lupin Human 
Welfare & Research Foundation, receiving the award from 
Narayanan. 3. Narayanan (C) unveils the special BW issue as 
Sarkar (L) and Joseph look on. 4. The jubilant Lupin team 
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RESPONSIBILITY 


On 19 December, Businessworld 
and FICCI celebrated the spirit of 
Corporate Social Responsibility 
(CSR). At an award function held at 
the FICCI auditorium in Delhi, and 
attended by CEOs, educationists, 
NGO heads and senior executives 
from Corporate India, six compa- 
nies were felicitated for their CSR 
practices. Moreover, the panel 
stressed on the relevance of CSR in 
India while also scoping the nature 
of CSR that would be apt here. An 
issue of the magazine dedicated to 
CSR was launched. The evening 
ended with cocktails. 


Photographs: TRIBHUWAN SHARMA 


nts Ltd., Tamil Nadu, Maharashtra, Ka oe Value-ade 


Services 


Resume Wizare 


olive India Ltd., o 2 


o : as Rs.690/- 


zd 
tE 


ResumeCruiser | 


+ Resume re 


+ fis. S00) i 


package 


+ Consultant list 
available for 
FREE 


lob” type the position = 
h''and apply today > = = 





t pasana Y denar apa: 


> - 
<. 
Vee. | 
s Se z£ 
j K. 
t. 


— “a 


RAJESH KUMAR 


RKAR 


AVEEK SA 











BUSINESSWORLD FICCI-SEDF AWARDS 2003 


= Say 232. 
7 e A Se 
al '2 
722 
rt 
>» 
"A ` 
š 
I. 
w 
f 
: 


aes 


me == A 


i- 





BUSINESSWORLD 





5 JANUARY 2004 





5. Aveek Sarkar address- 
es the gathering. 6. Kid- 
wai and Sarkar share a 
lighter moment. 7. San- 
deep Dhupia, senior 
director, KPMG. 8. Huss- 
ein delivering his address 
9. Viraf M. Mehta, CEO, 
Partners in Change. 10. 
Prosenjit Datta, executive 
editor, BW (L), and Sandip 
Ghose, vice-president, 
The Telegraph & BW 
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* Overseas Business Study Mission for top 40 performers in first three trimesters 

(The class of 2001-03 visited UK and class of 2002-04 have visited Singapore & Malaysia) 

° Curriculum constantly updated * Programme conceived and monitored by an active Governing Council, 
comprised of renowned persons from Academia and Industry * Eminent & Visiting Faculty from the Industry 


The IBA Edge 


¢ Intensive Corporate Internship upto 4 months ° 2:1 Student to Computer ratio * 1 Mbps dedicated leased line for 
round the clock uninterrupted Internet access * 12-acre lush campus in a sylvan setting * Separate in-campus hostels 
for boys & girls * Constant interaction with the corporate sector through seminars, workshops and company visits 

° The Art of Living Programme compulsory for all students 
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¿ski aha IT facilities IBA delegation in KPMG, IBA students at Oxford, UK Mr. Dileep Ranjekar, Sri Sri Ravishankarji wit! 
Singapore during OBSM attending seminar during OBSM CEO, Azim Premji Chairman & CEC 
Foundation, Bangalore Convocation-2 


IBA Governing Council PBN VISSTONENCHEC a] wre 
“r siw PGDBM 2004-06 ff FER aano 


TATA Electric Co., Trombay werseas È thi 


Mr. BM L Jain Indian Business Academy recruits students after a 
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° ° *Accenture *Allergan India *ANZ-IT *Bangalore Paints 
Chairman, Indian Business Academy & wass sx through pO Ous owe procedure. Bata India *Berser Paints *Birla 3M eBida Sun Lif 
CMD, M.J.Group, New Delhi fee ee, Sie *BPCL *BPL Telecom *Career Graph *Centurion Ban! 
Dr. Gopal P Mahapatra Initial Screening P Written Test — *Coca Cola *DTDC *GE Medical *Grand Hyatt, Mu 
MD, TV Rao Learning Systems, Bangalore a Group Discussion > Personal Interview *HCL infosystems *HDF( *Hotel Leela Palace *ICICI 
š š Eli ibili f *Indian Airlines | À ‘Jet Airways *L& T *MICO-BOSCH 
Mr. Hriday Mohan Jain os Ly. š | *Millipore India *Mitsubishi *Motivate Group, Kuwait 
Ex - Chairman, Samrat Ashok Technological Institute 1. Bachelor's degree in any discipline with minimum | ‘Newry International, Hong Kong *Nokia ‘NTPC °P 
Mr. Manish Jain 50% aggregate marks, Final year students are Pepsi *Progeon, Infosys *Prestige Group *Puravankars 
CEO, Indian Business Academy eligible to apply. *Rediffusion DY & R *Redington India *Revlon *SAII 
Director, MUHEPL, New Delhi Candidates possessing work experience at managerial | *>**™poeom™a ( onsultants “Siemens *Smit Ae Dela 
/ supervisory levels from reputed companies are given | “Standard Chartered Bank *TAFE Tata Tea *TISCO 
Mr. Narendra Nahata P ' P P £ ‘Titan *TVS Suzuki *UB Group *Usha Informatics 
Hon ble Minister (Ex.), Govt. of Madhya Pradesh preference. ——. |- and many more 
Mr. Narendra M Agrawal 2. All applicants to IBA must ake HAT or ATMA | — 
Professor, IIM, Bangalore Students who have registered 3 2004 ETI REGISTER ONLINE 
Mz Poran Kumar for CAT & GMAT are also eligible to apply. for Application Form & Prospectus 
Chairman, VMoksha Technologies, 3. Those who have not appeared for any of the above (DD in fav a= este ih Nap 
Ex-President Tata IBM mentioned tests need to appear for IBAAT - 2004 erin bic sie kas q eo A es Al 


Mr. P Thiruvengadam to be held in April 2004. x k = a tl 
: | se Speed Post, Regd. Post 
Sens renee sess Banglore dissin. g2004@ibainternational.or Š poni Flight / Editii 

















ge ee dÑ MDI-C SPECIALIZATIONS OFFERED: *HRM *Finance *IT & e-business *Marketing *International 
oe = - Gurgaon Business (Students can opt for major / minor combination in 2nd year) 
Mr. Rony Kurien — ‘ie 





R.M.-South Asia, Ranlin Corporation, Australia, 


CMC). Bratt Solutions GD & PI will be held during the first week of April 2004 at the following centres : 
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$ Angry? Look back 









LATHA JISHNU 





USINESS books are in bad 
odour. It may have some- 
thing to do with the stench of 
corruption hanging over the 
biggest and brightest in cor- 
porate America. Or it could 
be that management theorists have hit a 
wall. Sales are down — by over a third 
from their peak of five years ago — and 
very few of the books are creating the 
kind of buzz that set off debate much 
less management trends. 

Perhaps, Saddam Hussein and 
Osama bin Laden are to blame. At least 
that’s the theory proffered by Richard 
Pine, president of Arthur Pine Associ- 
ates, which represents authors of busi- 
ness books. Since there is “much bigger, 
badder news going on in the world to- 
day”, even Enron is “not so captivating a 
story as it was’. 

Thus, the five major titles on the En- 
ron scandal sold fewer than 16,000 
copies each according to Nielsen 
BookScan, an independent book trade 
monitoring service. 

Corporate scandal is no longer rivet- 
ting as in 1991 when Barbarians at the 
Gate sparked a stampede to the book- 
shops. The book, a gripping account of 
the leveraged buyout of RJR Nabisco 





Corp for $25 billion and a story of 
avarice on an epic scale, sold 300,000 
copies. Publishers can only look back 
nostalgically at such sales as books on 
bigger and murkier deals fail to capture 
the public imagination. Blame it also on 
media overkill. Squeezed dry by news- 
papers, magazines and TV channels, 
stories have little juice left even in in- 
sider accounts. 

Management books have taken a hit 
from all this. After all, some of the best 
known gurus celebrated Enron's multi- 
faceted genius in a series of books in 
2000 and 2001: its singular Creative De- 
struction (by two long-time McKinsey & 
Company executives), its ability to win 
The War for Talent (Harvard Business 
School Press), not to mention its cor- 
porate frontiersman role in 
Leading the Revolu- 
tion (by none 
other than the 
high priest of core 
competency, 

Gary Hamel). It’s 
not surprising, 
then, that one of 
the few books to 
hold its own is 
James Hoopes’ 
False Prophets: 
The Gurus Who 
Created Modern 
Management 
and Why Their 
Ideas are Bad for 4 
Business Today. 


BUSINESSWORLD 80 5 JANUARY 2004 


Y 
£= 
a 


4 
Mg 
£ 

À < É. 
< 

z a 


Not only the gurus, no one takes the 
CEOs seriously either. There is no super- 
star who is not besmirched barring the 
odd Louis Gerstner, which might ex- 
plain the success of Who Says Elephants 
Can't Dance?, a close-up account of 
IBM’s historic turnaround. Jack Welch 
no longer goes straight to the gut, not af- 
ter the disclosures in his divorce suit. 

So what can publishers and writers 
in morally straitened times offer in the 
leadership class, a genre that keeps 
business books afloat even in the worst 
of times? Heroes from the past, of 
course! Alexander the Great is a hardy 
perennial. So is Elizabeth I. Shake- 
speare, too, is a favourite, not for any 
sterling virtues of his own, but for the 
traits that he has imbued his pro- 
tagonists with. 


ASHISH SAHI 
















Increasingly, how- 
ever, writers are turning the unlikeliest 
of historical characters into shining ex- 
amples of management wisdom. “The 
more exotic the figure, the more likely a 
reader will buy a book on leadership,” 
confesses a publisher who has tested 
this theory. In India, this fetish can take 
writers into the bylanes of literature 
where a Classic like the Thirukural, 
written some 2,000 years ago by Thiru- 
valluvar, is dredged for management 
wisdom. In fact, two management pro- 
fessors from Chennai believe that 
Stephen Covey’s Seven Habits of Highly 
Effective People was inspired by the an- 
cient Tamil poet. 

After such divergences, the choice 
of Genghis Khan and Hannibal as cor- 
porate role models may not seem so 
outré. Michael Anthony Jackson's Life 
Lessons From History's Heroes: Look 
Back to Get Ahead is coasting along 
nicely, however unrelated a 13th cen- 
tury Mongol marauder’s exploits on the 
blood-soaked Steppes may be to 
boardroom machinations. Obviously, 
CEO wannabes are in perpetual thrall 
to history's greats, and seasoned ‘lead- 
ership pundits’ are dab hands at turn- 
ing even the revolt by Alexander's weary 
soldiers into an exemplary lesson. 

Nausea warning: Business writer 
James Ogilvy has dusted off Sartre for 
some insights into strategy. Why Sartre? 
Because in an uncertain world where 
competitive advantage is insecure, 
strategy must become an existential ex- 
ercise. The Age of Unreason strikes. W 





BOOKMARK 


Moolah, awards & booby prizes 


T was a fitting advance for the most suitable of writers. Vikram Seth received 

what is said to be the highest advance ever paid for a literary memoir for his 
TWO LIVES, the story of his great uncle and aunt who met in Berlin and es- 
caped to England during the Nazi era. Little Brown won the rights for the book 
in a hotly contested auction that involved 10 publishers with its bid of £1.4 mil- 
lion. A shortage of literary stars, according 
to the publishing buzz, was responsible for 
the record bid for the biography of his den- 
tist great uncle Shanti, who married the 
German Jew Henny. Not a line of the 
‘remarkable story’ has been written yet 
and the book will be out only in the au- 
tumn of 2005. 

Seth lived with them as a young boy in 
their north London home, and his will be 
the bonus third life in Two Lives, which, 
say the publishers, will include some of the 
most significant themes and events of the 
20th century “from the Raj and the Indian 
freedom movement to the Third Reich, the 
Holocaust and British post-war society”. 

Little Brown, an imprint of Time 
Warner Books, will need to sell least a mil- 
lion copies of Two Lives to help it recover its whopping investment. But then, 
Seth is a good bet. His epic novel A Suitable Boy, which was paid an extraordi- 
nary £250,000 in 1992, did touch the magic million figure. 





NOTHER Indian writer who has been raking it in is 

hutosh Varshney, but in quite a different way. His most 
recent work, Ethnic Conflict and Civic Life: Hindus and 
Muslims in India, won the Gregory Luebbert Prize of the 
American Political Science Association for the best book in 
comparative politics, one of many honours that has come 
the way of this professor of political science and director of 
the Centre for South Asian Studies at the University of Michi- 
gan. The book was also Choice magazine's ‘Outstanding Academic Title’ and a 
Kiriyama Prize ‘Notable’. 


AKING an impression of sorts was Hari Kunzru, who re- 
fused the John Llewellyn Rhys Prize sponsored by the 
Mail on Sunday because of the newspaper's unfriendly edito- 
rial stance on asylum seekers. That got the author of The Im- 
pressionist more mileage than the award would have since 

hardly anyone outside Britain takes note of it. 





rassment of it all is the Literary Reviews Bad Sex Prize. 
Aniruddha Bahal, more famous here for his role in the 
Tehelka sting operation on defence deals, became the first 
Indian writer to bag this literary statuette for purple passages 
of sexual description in Bunker 13. Bahal’s breathless prose 
left the jury gasping and more famous contenders like Paul 
Theroux, John Updike and Paulo Coelho way behind. 

So did it matter that for the first time in several years that no Indian author 
figured in the Booker Prize shortlist for 2003? u 
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The long shadow of Telgi 


ELGI’S stratagem was the soul of simplicity: 
buy a couple of printing machines from the 
security printing press in Nasik, print stamp 





instance — he would have been protected by the freedom 
of the press. But he chose to print colourful banners of 
which the government claimed a monopoly. 

For this breach of monopoly, there must be a penalty. 


be bigger than he could ever pay. Ifhe put into circulation 
paper worth Rs 6,00,00,00,00,000, and if the penalty were 
to exceed that sum, he would need to get his printing 
presses back, and he would 
have to slog on them for years 
before he could make enough 
to requite the state— and then, 
of course, it would be illegal for 
him to run the presses for even 
a day. So the only feasible pun- 
ishment for him is some years 
in jail. The term may be any- 
thing from five to 50 years; that 
is for the high, higher and high- 
est courts to decide. 

To make sure he gets such a 
term, all that investigators 
have to do is to establish firm 
evidence that he printed and 
sold stamp paper. This cannot 
be difficult. His presses are . 
probably languishing in the 
malkhana of some police sta- 
tion. And of the many who bought, handled and sold his 
stamp paper, a dozen reliable witnesses should not be dif- 
ficult to find. All this can be done in a few months, if not 
weeks — it can be done by a small team of detectives. Nail- 


ferent states. They look for the same evidence of guilt, 
each is by nowsitting on a mountain of evidence, but they 


| would not share it, and they would not take him to court 
paper and sell it to notaries. If he had printed ` 
anything else — true stories of politicians, for | 


and be done with it. 

And now, as iftwo SITs are not enough, the Central Bu- 
reau of Investigation (CBI) has got into the act. The gov- 
ernment in Delhi is trying to persuade those in Bombay 
and Bangalore to close down their investigations and 


_ hand them over to the CBI. Why? Is the CBI any more 
It cannot be death: just to forge government paper cannot | 
be a culpable crime. Nor cdn it be a fine; if it were, itwould | 


The police must be placed 
under the judiciary to end the 
current archaic and fractious 

control of the state 





competent? More familiar with the case? Better at bring- 
ing wrong-doers to book? No to all the three questions. 

The answer is that each investigative agency is sub- 
servient to some politician or the other; politicians are 
suspected of having obliged Telgi or been obliged by him, 
so no agency is trusted to nail 
its political masters. 

But can the CBI be trusted? 
Recall the biggest political 
scandal in our history — the 
Jain diary case. It came to noth- 
ing, behind its failure was CBI's 
investigation. Take Jogi vs 
Judeo. By now, everyone is pre- 
pared to take Jogi’s culpability 
for granted. But here was a 
man seen by millions taking 
stacks of notes, but somehow 
the CBI could not see him for 
weeks. And even now, it is more 
interested in that mysterious 
sleuth who filmed Judeo than 
in Judeo himself. 

This contretemps has a les- 
son: the police and the investi- 
gators must be removed from political control. The British 
system of political control of law and order does not suit 
us, it has led to such shameful breakdowns as in Gujarat. 


| The police must be put under the judiciary as is the prac- 


ing him is really a modest, manageable assignment fora | 
few young investigators. After he is convicted, the police | 
can continue to hunt his accomplices, whether they are | 
| of the police. Judicial control would also pave way for the 
| American practice of plea bargaining — criminals would 


police officers or politicians. 

Such is the genius of this country, however, that this 
man has been in jail for two years without coming any- 
where close to a trial. The Bangalore police already has 
enough evidence. But it will not nail him. It probably 
thinks that by keeping him in jail, by harassing him, by, 
perhaps, beating him, it will get more information. 

And then, the large quantity of stamp paper he put 
into the market required a large market, so he had to sell it 
across a number of states. In this way, the Bombay police 
also got into the act. So we have two very special investiga- 
tion teams (SITs) pursuing the case against him in two dif- 


tice on the European continent. We have a nationwide ju- 
dicial hierarchy. Judicial control over the police would 
bring to an end the current archaic, fractious state control 


be able to trade information for a lower sentence. That 
would make these months and years of torture unneces- 
sary; criminals would willingly supply the information 
the police currently extract with such ineffective cruelty. 
That would still leave the problem of police and judi- 
cial corruption; both needa machinery to catch and weed 
out crooks amongst them. The courts’ record in convict- 
ing corrupt judges is inglorious. The judiciary needs to 
put its own house in order before we can entrust it with 
law and order. W 
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You can now transport heavy goods swiftly and securely to their final destination using DHL's 
express service, often for less than what you're paying your existing freight company. And we can SO 
prove it. Whether you're importing circuit boards or exporting laptops, you'll benefit from our wide range of e eas i 
innovative and flexible services that make DHL Fast Forward the revolutionary and cost-effective heavy ae 

weight shipping solution. Take the DHL challenge right now and discover why the world no longer has to wait 
for heavy goods. Simply log onto www.fastforward.dhl.com or call us 24 hour toll-free on 1600 111 345. 
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vice- 
chairman 
of M&M is 
cracking 
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And 

how it is 
working 
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STATUTORY warNinG: GIGARETTE SMOKING IS INJURIOUS TO HEALTH 


































Q Kudos to your magazine and 
FICCI for setting up the Corporate 
Social Responsibility awards. 
These award signify that India Inc. 
has realised that it has a larger 
role to play than only in the eco- 


Sachin Joshi, Via email 


SHARED INTEREST 
The acquisition of UTI Bank stake by 
HSBC will prove to be a win-win situa- 
tion for both the banks in the long run | 
(‘Booker's Prize’, BW, 22 December). On ` 
the one hand, HSBC will get accessto 
UTI Banks broad consumer base, 
while on the other, UTI Bank willhave | 
a new aggressive management that can ` 
shake it out ofits stupor and enthuse it 
to take on competition. 
V.M. Sheelavant, Dharwad 


W Hats off to Niall Booker for putting in 
tremendous effort in the right direction 
to make the Indian banking sector 
more competitive and bring it on a par 
with the global industry. To change the _ 
image of UTI Bank from that ofalaid | 
back and bureaucratic organisation, it | 
is important to address its manpower __ 
issues, which will not be an easy task x 
for HSBC. We will have to wait to see 
how soon and how efficiently HSBC | 
implements these changes. 
Gaurav Maleri, Mumbai 


WHAT IS THE FUSS ALL ABOUT? | 
The Indian government should | 
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| Play A Wider Role f 


nomics of the nation. It has the potential to 
be an important tool of India’s social development. Brand 

India should not stand for paradoxes like remarkable economic growth 
along with vast unemployment and poverty. To remove these contra- 
dictions, the corporate sector can contribute like a few of our 
companies which have already made laudable efforts in this direction. 
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undoubtedly bury the idea of a 
common currency for South Asian 


_ Association for Regional Co-operation 


countries (‘Not That Way, Prime 
Minister”, BW, 29 December). And I do 


_ not understand the fuss being created 
_ about the Saarc Preferential Trade 
| Agreement and South Asia Free Trade 


Area when the member countries of 


| Saarc, established about two decades 

_ ago, have yet to make any progress 

_ regarding the acceptance of its basic 

_ principles. It is unfair to compare Saare 
| with the European Union (EU) as the 


member nations of both the EU and 


_ Saarc vary greatly in terms of the size of 
_ their population as well as the size and 
_ type of their economies. | would also 
_ like to point out that it is not in India’s 


interest to give unilateral concessions 
in trade without reciprocity. 


Vidya Sagar, Delhi 


| MAKE IT MORE USEFUL 


The auto expo has little meaning in 
today’s scenario as the car buyers are 
quite conversant with the models 
available and their comparative prices 
(‘Who Needs It Anyway?’ BW, 5 
January). As important as the model 
and brand of the car is after-sales 


| service. Despite the fact that the auto 


companies promise free after-sales 
service at the time of the purchase, 
buyers end up paying each time there 


-is a minor repair or even for periodic 


servicing. Highlighting the after-sales 
service offered by the car companies 
will make auto expos more useful. 


| §$.Nagaratnam, Via email 











FAMILY MATTERS 
It is a pity that the man who played a 
major role in making Ranbaxy what it 
is today has been forced to quit (‘In The 
Family Way, BW, 5 January). Whatever 
the media has to say about D.S. Brar's 
exit from Ranbaxy, the fact is that time 
and again we have witnessed that prof- 
essionals at the helm in family-owned 
business groups eventually get a raw 
deal and this case seems no different. It 
will be interesting to see where Malvin- 
der Singh takes Ranbaxy under his 
stewardship. If he takes the company 
higher up the growth ladder, he will be 
spared, but if he fails, the stockmarkets 
will not hesitate to pull Ranbaxy down. 
Jayant Kohli, Delhi 


AN OUT AND OUT LOSER 

The multi-crore stamp paper scam and 
the brewing political turmoil is truly 
rocking Maharashtra (‘A Shaky 
Coalition, BW, 5 January). Due to the 
impending Assembly polls and some 
interesting developments in its 
political arena, the battle lines look all 
set to be redrawn. There is no such 
thing as permanent friends or foes in 
politics, and Maharashtra politics is no 
different. The only loser each time in all 
this drama is the voter, who has no 
option but to make a choice between 
the devil and the deep sea. 

Tarun Kumar, Mumbai 


USEFUL POINTERS 

Your article on PowerPoint 
presentations was different and made 
for a very interesting reading (‘Averting 
Death By PowerPoint’, BW, 15 
December). I have been making 
business presentations for over six 
years now, still I could find some useful 
pointers to better my presentations. It 
is a must read for anyone who makes 
presentations on a regular basis. 

Arun T.S., Via email 





JUSTIFY THE CAUSE 

The Americans first created a bearbug 
and then they travelled half the world 
to destroy it (‘The Ever Changing World 
Of Saddam Hussein’, BW, 29 Decem- 
ber). Now that they have finally 
captured Saddam Hussein, the Ameri- 
cans should also quickly ‘locate’ those 
deadly ‘weapons of mass destruction, 
else they will not be able to justify the 
reason for waging this war and the 
subsequent killing of numerous 
innocent Iraqis and American soldiers. 
Payal Asthana, Patna 


SPEEDBREAKER 

I was surprised that this article does 
not mention India’s original 
‘quadricycle’ — Reva (‘Small, Bright, 
Green Pieasure Machines, BW, 22 
December). Reva is now being 
exported to the UK where it has 
become quite popular, but the duty 
levied on it at home is very high — 
around 35%. It partly explains why 
Reva is not a success on the home turf. 
such high duty is bound to hamper the 


growth of any car company, leave alone | 


a novice that has yet to establish itself 
in the market. 
Martin Atkins, Bangalore 


ORIENTAL DELIGHT 

This is the best article | have come 
across on ‘how to deal with China’ 
(Inside The Middle Kingdom, BW, 27 
October). I have been doing business 
with China for well over a decade now 
and there was nothing in this article 
that I could disagree with or consider 
contrary to what I already know about 
it through my vast experience in deal- 
ing with China. Keep up the good work. 
Leon Cheng, Via email 


EXPLORE THE OPPORTUNITY 
After information technology and 
biotech, health tourism is the newest 
window of opportunity (‘Health 
Travellers’, BW, 22 December). Several 
countries, including India, are making 
a foray in this direction. 

But India has an advantage over 
other countries as it has the capability 
to provide excellent services at very 
reasonable prices to health travellers 
from the Western countries. With some 
effort, India can easily establish itself as 
the leader of the pack like it has 
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established itself in the information 
technology and biotech sectors. 
Indeed, health tourism has the 
potential of becoming an important 
source of earning foreign currency and 
perking up the Indian economy. 
Snehal Manjrekar, Goa 


E The data provided in this article on 
health tourism in various countries is 
exhaustive. The story reveals that apart 
from India, other developing countries 
are making serious efforts to attract the 
maximum number of health travellers 
from the West. 

India should take a cue from these 
countries and make concerted effort 
without losing time to attract the 
Western health travellers before it is left 
far behind and it is too late for it to 
catch up with competitors. 

Hemant Vyas, Udaipur 





CORRIGENDA 


In the story ‘A New Day Has Come’ 
(BW, 5 January), West Bengal chief 
minister's name has been incorrectly 
published as Buddhadeb Dasgupta. It 
should have been Buddhadeb 
Bhattacharya. 


BB In the cover story ‘Future Of 


Broadcasting’ (BW, 15 December), the 
table ‘India’s Top Software Houses’ does 
not mention Sri Adhikari Brothers 
Television Network. This production 
houses turnover for 2002-03 was 

Rs 61.51 crore. Also, the table ‘India's 
Top Broadcasters’ did not mention SAB 
TV whose turnover for 2002-03 was 

Rs 24.75 crore. 


+ 


We regret the errors. — Editor 
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Jet Airways receives the Best Domestic Airline Award, 2003. 





At Jet Airways, we're honoured to receive the Galileo-Express Trave 
and Tourism ‘Best Domestic Airline’ Award, 2003. We'd like to thank 
the experts in travel and hospitality who've ranked us as the best. 


JET AIRWAYS 





And like all our other awards, we dedicate this one as well to our flyers 
After all, it is they who make us India’s most preferred airline. THE JOY OF FLYING 
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COVER STORY | Talki ng Tou 


_ Anand Mahindra: Doing 
_ what it takes to get the 
company back on track 





h 





Mahindra & Mahindra didn't have new products. Performance was slipping. Analysts felt it didn’t have finan- 


cial focus. The result: its share price slid to its lowest ever. Here's the untold story of how vice-chairman and 
managing director Anand Mahindra has re-energised the group. 





Touching 


The Sensex looks set to cross its 
all-time high of 6150. Since 1991, 
we have seen four booms and an 
equal number of busts. Where 
would the Sensex be if it had stuck 
to its pre-1991 trendline? 





Pharma Two private placements in a week, but at 
two very different valuations. Why do they differ so radically? 


Patents The Patents Amendment Bill offers no so- 
lutions to evergreening and patent extension tactics. 


Ports Starting 1 July 2004, all cargo vessels and ports 
will have to comply with a new security code. Are they ready? 


BUSINESSWORLD 





Tripping Over The 
Marketing Rights 


~~ The exclusive marketing rights (EMRs) 
yd granted by the Patent Office to phar- 
maceutical companies recently have 
given rise to alot of confusion — 

and controversy as well. What 
is the problem all about? 
Also, what do various 
industry experts have 
to say about the 
whole issue? 







-Stockmarkets Even as the stockmarkets continue 


to touch newer heights, we run a health check to see if all is 
well with the bull. 
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SANJIT KUNDU 


Businessworld 





42 Biotech Howtokilla biotech industry: create a Ge- 
netic Engineering Approval Committee (GEAC) and wrap up 
the entrepreneur in red tape... 


44| Kenneth Rogoff The for- 


mer chief economist of the Interna- 
tional Monetary Fund analyses India’s 
past moves and current strategy for 
economic development. The 
endgame, he says, is in India’s favour. 


“Over the long term, India’s ex- 
change rate will surely appreciate, 
and massively.” Kenneth Rogoff 


48 | Marketing Marketers need to figure out what is 
‘cool’ and what is ‘uncool’ while targeting the youth. But how 
do you go about it? 


IN VOGUE 


so| The Spiritual 
Journeys of India Inc. 


Why are corporations rushing to embrace 
spirituality? Why are hard, cynical manage- 
ments looking for the spiritual quotient 
(SQ) in employees? Why is management 
willing to talk about a subject that, for 
long, had been taboo in the workplace? Is 
it just another stress buster — in- 
creasingly gaining popularity over 
even yoga? Or is it something else? 











64 | Bookmark Four ‘alpha predators’ — Asiatic lions, 
salt water crocodiles, Romanian brown bears and Siberian 
tigers — are close to extinction. Can they be saved? 


COMMENT 


8 | Ashok V. Desai Instead of waiting for 
others to change, Arun Shourie has taken it 
upon himself to set things right in telecom. 


THAT’S IT 
50 Mala Bhargava A delightfully use- 


less journey of some of the best time wasters 
on the Net. Perfect for when you need a break. 
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Arush of confidence 


HE last time I met Anand Mahindra was more 
than a year ago, when I was trying to get him to 
participate in a roundtable on ‘Making it in Man- 
ufacturing’. This was much before the markets 
had woken up to the potential of Indian manufac- 
turing — though Businessworld was carrying on a campaign 
with the tagline “Why we needn't be defeatist about the sec- 
tor”. Anand was very enthusiastic about the future of the sec- 
tor, but didn’t think it a good idea to identify himself totally 
with it, since his group’s interests spanned both manufactur- 
ing and services. 





I have a suspicion that if I invited Anand to a roundtable with 
the same theme today, he would agree — how far we all have 
come in a little over a year! The manufacturing sector has 
gained tremendous confidence, the markets have rewarded it 
in ample measure, and leading companies like Anand’s own 
M&M are now making moves on 
the world market. Manufactur- 
ing is no longer standing alone 
in the loser’s corner; it’s getting 
ready to dance. 


Businessworld 


Anan ; ' 
ets Ë 


This week's cover story throws 
light on the internal transforma- 
tion that the Mahindra group 
has undergone to get to where it 
is. Assistant Editor Radhika 
Dhawan, who worked on the 
story for many months, says 
when M&M's scrip touched new 
lows and moved out of the list of scrips that make up the Sen- 
sex, Anand took it as a personal challenge to put the company 
and the group back where it belongs. Turn to page 28 to find 
out how he has fared. 





If the cover story is about how a company is shifting into top 
gear, two other stories in this issue talk about how mindless 
bureaucrats and ill-conceived regulations are causing trouble 
in two critical industries — pharma and biotech. I couldn't 
read Senior Editor P Hari’s story on biotech regulations (page 
42) without feeling a sense of frustration. And for relief, read 
the story on spirituality, in the In Vogue section. 


The last year has been as eventful for Businessworld as it has 
been for the economy — we broke new ground both in terms 
of editorial coverage and in terms of circulation. We expect the 
new year to be even better. Keep reading! 


ee 


le s 


TONY JOSEPH, EDITOR 
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Ashok V. Desai is 
consultant editor of 
The Telegraph 


In what 
he has 
done for 
the 
telecom 
industry, 
Arun 
Shourie 
has 
shown 
that he is 
not one 
who waits 
for others 
to change 


y ashok v. desa 


An apostle of 











convergent hope 


N October, Arun Shourie spoke to the 
Telecom Disputes Special Appellate Tri- 
bunal. He began by describing how 
technology was obliterating distinctions 
between various modes of communica- 
tion and content. Equipment was available that 
could function as a telephone, a radio, a walk- 
man, a diary, and an alarm clock. Messages 
could be carried by copper wires, optic fibre or 
radio waves of different frequencies. 





But government regulations conceived the | 


telephone, radio and television industries as 
separate, and did not let them merge. In tele- 
com, the government gave separate licences 
for wireline, wireless and Internet; within each 
it distinguished between local, long-distance 
and international calls. For sending the same 
message to the same people, the government 
imposed different prices to be charged by wire- 
line, wireless or Internet operators. It allowed a 
message to be sent by the Net if it crossed an in- 
ternational boundary, but not in India. 

This conflict between technological possi- 
bilities and regulatory restrictions, between 
profitable new types of converged business 
and legal prohibitions, led people to breach 
regulations — to a conflict between such peo- 
ple and those who enforced regulations, to ha- 
rassment of businessmen, and to the corrup- 
tion of both. The illegal businesses took away 
markets of legal ones, which had paid heavy li- 
cence fees. And the frictions caused by the ille- 
galities slowed down the industry's growth. 
This is how India had earlier fallen behind other 
nations in industrial development; it was hap- 
pening now to the telecom industry. 

Shourie described the irrationality of poli- 
cies made and modified in the 1990s. They 
made operators pay different amounts for the 
same licence and imposed different taxes for 
the same service. They allowed telephone op- 


_erators to choose the shortest or cheapest route 


for a call or to match the charges of a competi- 
tor. They created a distinction between licences 
for wireline and wireless services, but allowed a 
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selected few wireline operators to offer wireless 
service. They allowed new entry into wireline 
but not into wireless services, although the two 
competed with each other. They gave some op- 
erators more spectrum than others without 
any reason. They imposed obligations on dif- 
ferent operators under the same name (for in- 
stance, rollout plan or universal service obliga- 
tion) but different in severity. 

The irrationalities were unavoidable; tech- 
nologies and government priorities changed, 
and the government learnt from experience. 
But they left all competitors with a grievance. 
They reneged on their contracts with the gov- 
ernment; and went to court. That is how this 
turned into the most litigation-prone industry. 

Courts and regulatory bodies tend to re- 
spect the written word: they read laws and con- 
tracts and give a hopefully authoritative, con- 
sistent interpretation. They cannot, however, 
change the written word — to redraft laws or 
rewrite contracts. The training of those who are 
appointed to the judicial bodies is adapted to 
their task; once they are appointed, they con- 
sult lawyers and are exposed to accountants 
and journalists — not to technologists who can 
work out optima. They do not even try to look 
for a workable solution; they perpetuate inher- 
ited complexities, and often add to them. 

Shourie said the way out of this mess 
needed a three-fold change in attitudes. First, 
the state should stop regulating every activity; it 
should let order emerge from practice. Second, 
people should expect less from the govern- 
ment. Finally, people should not think that it is 
the government's duty to ensure equity. 

After that talking-to, I thought Shourie 
would wait for people to change, and he could 
have waited forever. Instead, in six weeks he 
unified basic and cellular licences. When mo- 
bile operators cribbed, in another four weeks 
he compensated them. I do not know whether 
the resolutely wrong-headed people in telecom 
would still squabble and snivel and snitch. But 
here is a minister who deserves to win. b] 
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STOCKMARKETS 


Statistics and the Sensex 


HE Sensex touched 5792 on | 


30 December 2003 and as you 

read this, the party in the mar- 

kets which began in May 2003 
is becoming wilder & wilder! A caveat 
before you read any further. When 
everyone begins to gush about the mar- 
kets, it is time to pause. After all, every 
boom comes to an end and the retreat is 
followed by a heart-rending bust. 

Anyway, the statutory warning 
stated, just to add to the countless tech- 
nical analyses and soothsaying on the 
issue, here's one more: 

We go back into the past, well before 
the 1991 economic reforms to see where 
the Sensex would have ended up if it 
didn't have to deal with the periodic 
scares. AS you can make out from the 
graph, between 1 April 1985 and 1 Janu- 
ary 1991, the Sensex grew at a com- 








pounded rate of 19.3%? This was before | 


Manmohan Singh kicked off the eco- 
nomic reforms. If the Sensex had grown 
at the same rate, what levels would it 
have reached now? 

The figure we came up with is 
8847.34! While it may sound astonish- 
ing, it’s not all that unattainable. In the 
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HE Congress party’s verbal thrashed by the BJP in the state polls, 


gymnastics on Sonia Gandhi’s 

eligibility to be the prime 
ministerial nominee of a “secular 
front” is an indication of its 
desperation to find friends and allies 
to defeat the BJP-led NDA in next 
year’s general elections. 

While Sonia’s recent pronounce- 


CONGRESS 


In search 
of friends 
and allies 


that it has started listening. 

ironically, the parties willing to tie 
up with the Congress have never let 
the leadership question stand in the 
way of joining a secular front. Neither 
RJD’s Laloo Prasad Yadav nor M. Karu- 
nanidhi of the DMK have issues about 
Sonia's foreign origins. Interestingly, 


ments on the issue are not a substan- 
tive departure from the stand the party 
took at its Shimla conclave earlier this 
year, the fact that she has spoken 
publicly on the subject for the first 
time is significant. Clearly, she wanted 
a message to go out to potential allies 
that the leadership question should 
not stand in the way of cobbling to- 
gether a coalition to fight the NDA. 

This is what parties like the Sama- 
jwadi Party and the NCP have been 
trying to impress upon the Congress 
for long. It’s only now, after being 





NCP chief Sharad Pawar, who left the 
Congress on this issue, has also gone 
quiet. He seems to have had a change 
of heart after the Telgi scam broke 
over his government in Maharashtra. 
Clearly then, the Congress party’s 
chief target seems to be the Samaj- 
wadi Party which continues to play cat 
and mouse with it on the question of a 
tie-up. The desperation to bring the SP 
into a secular front stems from the 
heavy price the Congress paid in Ra- 
jasthan and Madhya Pradesh. The SP 
damaged the party by cutting into its 


DINESH KRISHNAN 
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last decade, it touched the 4000 mark on 
atleast 10 occasions and, yet, in October 
2002, it had dropped back to 2800 
points. Scams, tension on the interna- 
tional front, domestic troubles all con- 
tributed to a range-bound Sensex. The 
only time when the markets appeared 
to be moving up decisively was during 
the boom in 2000 when it touched 6150. 
But the meltdown in the US and the 
news of Ketan Parekh’s stock manipula- 
tions doused the sentiments. From 1992 
onwards, the share of domestic savings 
_in the equity markets as a percentage of 
Gross Domestic Savings saw a consis- 
tent decline. Enam Securities pegs it at 
1% in 2002. 

Now, here's the other side of the coin. 
Based on market data, we drew a trend 
line from 1985 to now and arrived at a 
figure of 4800. Statistics can indeed be 
twisted to indicate a rosy or a gloomy 
picture. But with the foreign institu- 
tional investors bringing in fresh money 
and retail investors not afraid to venture 
into the markets at such levels, the mar- 
kets seem to be headed up, although the 
next few days might see some correc- 
tions. As for this analysis, remember, the 
markets are notoriously difficult to 
judge. So play at your own risk. = 

ASHISH AGGARWAL. 





; : the year usually ends with a blast of 


= and focus instead on the 





= Why? 
- r Frederic Pryor put the long-term pre- 
~& dictions of his peers under the lens. 


- r 4 Among the many things he found 
2 was this: there was hardly any differ- 


"= of economic recovery and soaring 
> I of cheerful forecasts? And these re- 


~ ' bankers and fund managers who 


æ their pockets. 
“€ who will never tell us to leave our 


=< wet week till then. The past is not 
æ= the future. Be warned. 


Tis the season for joy, merriment 
and forecasting. The last week of 


» reports from economists and 

= analysts telling us what the New 
. Year holds in store for us. A bit of 
advice: just ignore the whole lot 


champagne being poured out at the 
office party. 

The best proof is right there on 
your desktop, thanks to that lovely 
piece of work called 
www.googie.com. All you need to do 
is to search for predictions by econ- 
omists about the year 2004. They 
are all very cheerful. Is this because 
of the holiday season? | changed 
the search a bit by replacing 2004 
® with 2003. it seems that at this very 
time last year, the community of dis- 
mai scientists was suitably dismal. 


In the year 2000, economist 


`. ence between current trends and 
long-term predictions. So why 
` Should we be surprised that a year 


© equity prices has ended with a spate 
ports often come from investment 

_ have just put hefty bonus cheques 

. into their bank accounts. Last year, 
-they were shoving pink slips into 


it's ail a bit like the weather men 


i 


` umbrellas at home if we've had a 


JS 


ND now to more serious 
matters. The buzz now is that 


s u ; the prime minister could sign a free x 
= = trade agreement (FTA) with 
e Pakistan. This comes after a spate 
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__ of other preferential trade deals in 
| the region. 


__and poets. Perhaps this framework 
| should interest the management 

_ folk who are keen on corporate in- 
_ novation. 


_ and India will be a great society” 
| says Lord Meghnad Desai. I 
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by Niranjan Rajadhyaksha 


The biggest of them all, the 
North American Free Trade Agree- 
ment (NAFTA), is 10 years old, A ree ` 
cent World Bank report examines 
the benefits that this free trade pact ` 
between the US, Canada and Mex- 
ico has for the poorest of the three. ` 
“.,. without NAFTA, Mexican exports ` 
would have been around 25% lower 
than the actual numbers, foreign di- 
rect investment would have been 
around 40% less and the country's 
per capita income in 2002 would 
have been up to 5% lower,” says 
the Bank. 

K 

AVID Galenson of the Nationa 

Bureau of Economic Research 
(NBER) has been doing some 
fascinating work on the life-cycles 
of innovators. In a new paper on 
painters, he shows that the prices 
of Paul Cezanne’s later paintings 
were far higher than the prices of 
his earlier work. With Pablo 
Picasso, it is the other way round. 
Prices peaked for his pre-1907 
work, and then declined. 

To Galenson, this suggests two 
types of innovators. The experimen- ` 
tal innovators (like Cezanne) and the 
conceptual innovators (like 
Picasso). The former work gradually 
on the same subject, through trial 
and error over long years. The con- 
ceptual artists, in contrast, create 
sudden discontinuities with break- 
through paintings. — 

It’s the same with economists 


sancta 











A 


prediction worth noting. “China ` 
will be a great economic power ` 


Formula: 


HIS is a tale of two 

contrasting equity di- 

vestments. Last week 

saw two pharmaceu- 
tical firms (Aurobindo Pharma 
and Matrix Laboratories) sell- 
ing equity. Both are based in 
Hyderabad. Both started as 
bulk drug companies. Both are 
of the same vintage: Au- 
robindo was set up in 1985 and 
Matrix in 1989. And, both got invest- 
ments from the Singapore government 
(whose Temasek Holding bought di- 
rectly in Matrix while the Merlion India 
Fund, floated by the Singapore govern- 
ment and Standard Chartered, invested 
in Aurobindo). 

But that’s where the comparison 
ends. For, they got vastly different valua- 
tions for their shares. (See accompany- 
ing charts.) So why did the Rs 417-crore 
Matrix Laboratories scrip get two-and- 
a-half times the valuation of the Rs 
1,300-crore Aurobindo Pharma? One 
explanation is that the stockmarket it- 
self has valued the two companies like 
that. But eventually it’s the company’s 
capability that has made this possible. 

For one, the Matrix (see ‘The Matrix 





N.Prasad 
Chairman & CEO 


*as on 31 December 2003 








MATRIX/AUROBINDO PHARMA 


Sell and grow 


Matrix Laboratories 





SHARE SALE 27.8% 
BUYERS Newbridge (17%) 
+investment fund 

GAIN TO FIRM Rs 338 cr 
PRICE Rs 1,500 per share 
(face value Rs 10) 
CURRENT MARKET PRICE* 
Rs 1,566 


Aurobindo Pharma 


SHARE SALE 5.4% 
BUYERS Merlion, Citibank 
and Chrysalis Capital 

GAIN TO FIRM Rs 250 cr 
PRICE Rs 302 per share 
(face value Rs 5) 
CURRENT MARKET PRICE* 
Rs 430 


*as on 31 December 2003 


Evolution, BW, 29 December) scrip was 


valued higher because of its exciting | 
product potential. Says Newbridge Cap- | 


ital’s country head Puneet Bhatia: “We 
had looked at a number of pharma 
companies and Matrix had the most 
compelling pipeline of products.” 


Matrix boasts a pipeline of 80 (43 | 





R.P. Reddy 
Chairman 


products in the market and 37 under de- 
velopment) products. Ever since it re- 
fused a $40-million offer by German 
company Lundbeck for its Citalopram 
molecule, its first blockbuster, Matrix 
has earned the reputation of being an 
aggressive active pharmaceutical ingre- 
dient (API) supplier. Its product portfo- 
lio also consists of high value molecules. 

It has already received one approval 

for Modafinil, a Para IV (180-day 
marketing exclusivity) filing with 
Ranbaxy. Two more molecules 
are awaiting approvals under 
Para IV. Besides, the company is 
focused entirely on the regulated 
market. 

Although Aurobindo has a 
huge portfolio of products in the 
API space, those categories are 
cluttered with competition from 
within the country as well as out- 

side. And, the margins are low. For Au- 
robindo, antibiotics and the anti-infec- 
tive therapeutic segments with 
semi-synthetic penicillins (SSPs) and 
cephalosporins contribute 76% of the 
company’s revenues (in FY03). As they 
say: As you sow, so shall you reap! fi 

GINA S. KRISHNAN 














ITH the global health- 
care market up for 
grabs (see ‘The Health 


Travellers, BW 22 December, 
2003), countries are beginning to 
search for niches in which they 
can operate. And Malaysia, it seems, has found one for it- 
self — to be the healthcare destination for the Muslim 
world. The Malaysian government is giving a new thrust to a 
programme that began in 1998 with the setting up of the 
Malaysian External Trade Development Corporation (MA- 
TRADE). It was part of the 8 Malaysia Plan (8MP) to com- 
bine tourism with healthcare. Now, however, the govern- 


MALAYSIA 


A new health destination 


tries and the ASEAN nations will be the focus areas for 
Malaysian hospitals. Clearly, India, the traditional destina- 
tion for patients from this region, had better watch out! 

A moderate and modern Muslim nation, Malaysia offers 
a culture that would certainly appeal to the sensibilities of 
the Islamic population. And, Meng is trying to differentiate 
Malaysia from neighbour Singapore, which is already a ma- 
jor healthcare destination, but is rather expensive. 
Malaysia, by contrast, offers a value-for-money proposition. 

Recently, MATRADE took a mission to Brunei. Health 
tourism brought in RM150 million worth of revenue in 2002 
which is expected to reach RM400 million by 2005. The 
target is RM2.2 billion from this sector by 2010. Ga 


ment has decided to focus on the Muslim world. According 
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to the Malaysian min- 
ister of health, Dato' 
Chua Jui Meng, the 
middle eastern coun- 


GINA S. KRISHNAN 


HEALTHCARE 


Indian 
doctors to 
the rescue 


F the mountain cannot come to 
i Mohammed, then Mohammed 
must go to the mountain. Several 
Indian hospitals have been trying hard 


x EDUCATING GEN. MUSHARRAF 





to get a share of UK’s National Health | 


Service contract. The government-run 
NHS is UK's largest healthcare provider 
butit has been grappling with a massive 
backlog of patients who have to wait for 


years for treatment. Many Indian outfits | 
like the Apollo Hospitals, Escorts Heart ` 


Institute and the Chennai-based Sri Ra- 
machandra Medical Centre (SRMC) 
have been making representations to 





NHS to send the patients to India in- | 


stead. But the logistics of flying the pa- 
tients to India and issues like insurance 
cover had been a barrier. 

Finally, however, a breakthrough has 
been achieved. The Indian hospitals’ 
proposal to send teams of specialist 
doctors for a fixed duration to work in 


NHS hospitals in the UK has now got an | 


in-principle approval from NHS. Says 
SRMC’s executive director, Radha 
Venkatachalam: “Our hospital is look- 


ing at various options — that ofsending ` 
its specialists for surgeries on weekends, | 


for a week or even for a month." Right 
now discussions are going on on finer 
points such as the compensation pack- 
ages. One of the conditions put forth by 








“They are terrorists, certainly extremists...” 


GEN. PERVEZ 
MUSHARRAF, 
after a narrow 
escape froma 
terrorist attack 
on his convoy 
on 25 Dec- 
ember, the 
second time in 
as many weeks. 
Please note the 
air of certainty 
in the Pakistan 
president's 
Statement 


Now read Musharraf's earlier statements on the definition of terrorism 


“The non-aligned movement must work to promote a universally accept- 
able definition of terrorism... We must not allow anyone to manipulate 
the fight against terrorism to de-legitimise just struggles... This travesty 
must be rejected with the contempt that it deserves.” 


MUSHARRAF at the Non Aligned Movement summit in Kuala Lumpur, 
24 February 2003 


| “Equating freedom struggle with terrorism is a travesty.” 


MUSHARRAE at a UN summit in New York, 22 September 2003. At this summit , 
Musharraf asked the UN to produce a new definition of terrorism — “one that would 
recognise legitimate armed resistance movements”. 


“Who is a terrorist? Any killer is an extremist. (But) if we stop here we 


_ would be addressing the symptoms only. If we take a step forward; the 


the UK government is that the Indian | 


medical missions team leader has to 
have an MBBS degree from the UK. 
India has for long, been trying to be- 
come the major heatlhcare destination 
for the world. Our doctors may finally 
prove to be the catalyst. 


issue of right and wrong emerges. In conflicts, issue of United Nations 
Security Council resolution implementation comes in.” 


MUSHARRAF in a speech to students at Beijing, 4 November 2003 


“Perceptions are different in the US and in Pakistan on what is terrorism.” 


MUSHARRAF addressing the media in Islamabad on 3 May 2000, while rejecting the US 
contention that Pakistan harbours terrorists 


E We congratulate General Musharraf on his escape, and hope that the clarity 


GINA S. KRISHNAN | of his thought on terrorism will keep improving 


Open a series of bank accounts. 





Or just open to page 21 

















FORECAST 


Tech’s back 


FTER a drab 2003, 2004 
say tech analysts, should 
be more cheerful. Morgan 
Stanley, Goldman Sachs and 
PricewaterhouseCoopers, in sepa- 
rate research, believe that the 
price of notebooks and laptops will 
decline. Outsourcing demand will 
remain strong, and broadband 
penetration will grow. 

The other good news is that 
enterprise spending is up in North 
America and Europe as evident 
from CIO surveys and order 
pipelines. This is good for Indian 
companies like Infosys, Wipro, 
TCS and Satyam, who may in- 
crease topline. However, margins 
will still be under pressure. 

Something to look forward to is 
the drop in prices of laptops, note- 
books and flat-screen TV prices. 
This is likely to happen as the price 
of driver ICs, optical film and TFT 
displays will come down because 
of an oversupply. 

But telecom firms will be hit 
hard by the accelerating influ- 
ences of VoIP According to Gold- 
man Sachs, cable operators using 
VoIP technology will cannibalise al- 
most 70% of the fixed lines in the 
US. To end on a positive note, 
however, the penetration of broad- 
band in the US has risen rapidly. 
After the Internet, mobile phones 
and DVD players, it is now the 
technology that is penetrating 
America. That’s good news for 
content developers as much as for 
broadband service providers. E 
SHISHIR PRASAD 











PARMALAT 


The 
missing 
billions 


OR corporate governance, 

2003 ended on a disastrous 

note. The $9.2-billion Parmalat 

— an Italian food giant with 

operations in 29 countries — was de- 

clared bankrupt within days of the dis- 

covery ofa hole in its accounts on 19 De- 

cember. It now appears that the hole — 

believed to be in excess of 10 billion eu- 

ros (Rs 56,500 crore) — is the biggest 
corporate scam ever. 

In fact, even auditing firm Grant 


Thornton, who were the auditors for 17 | 


of its subsidiaries, claims it was a victim 
of false disclosures by the company. 


Thornton's role came under scrutiny | 


when it was discovered that the com- 
pany’s claim that its Cayman Islands 
subsidiary held 3.95 billion euros in 
cash was false. Grant Thornton says it 
got fooled by the scanned copy of a fake 
document that showed the balance. 
After Enron, this is the biggest failure 
in the corporate world. Since then, the 


big five accounting firms have been re- | 


duced to four and now Deloitte — one 
of the biggies (and the main auditor of 
Parmalat since 1999) — and Grant 


Thornton find themselves in the centre | 
of a mess, trying to prove their inno- | 


cence as much as their competence. 

Since Parmalat’s debts were fairly di- 
versified there is no single creditor who 
will suffer a huge blow. Actually, it was a 
problem of short-term liquidity that 
precipitated the fall when the Italian 
food company struggled to repay 150 
million euros (Rs 847.5 crore). Parmalat 
carried heavy debts in the bond mar- 
kets, which were offset by supposed liq- 
uid assets. Investigations revealed that 
over a period exceeding 10 years, assets 
had been cooked up to hide siphoning 
of cash from the company. 

Calisto Tanzi, founder, CEO and ma- 
jority owner of Parmalat, was arrested 
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Calisto Tanzi: In jail after the accounting 
scam rocked the world last week 


on 27 December. Now, 20 others are un- 
der investigation in a judicial inquiry. 
While it is alleged that Tanzi personally 
siphoned off up to 800 million euros, 
that does not explain the missing bil- 
lions. Investigations so far have been 
swift and new regulations and strength- 
ening of Italy’s regulator appears to be 
on the cards. 

The Parmalat debacle has again 
brought to the fore the issue of the con- 
tinued domination of the big four in au- 
dit who, some Say, are getting compla- 
cent. Worldwide, other than the big four, 
there is a dearth of a healthy cadre of au- 
dit firms considered capable of taking 
up top MNC audits. For instance, in the 
UK, second-rung firms like Baker Tilly 
earn just £600,000 from auditing top 250 
firms against the £39.5 million collected 
by PricewaterhouseCoopers, the UK 
leader. PwC, incidentally, is also the 
forensic expert helping unravel the Par- 
malat mess. 

Besides, the move to rotate auditors 
has been resisted across the world on 
various grounds. Mainly, because there 
are not enough firms who can do the 
work these firms do. Also, the extra cost 
and time factor have been indicated as a 


reason for rotation being uneconomi- 


cal. As experts mull over the issue (as is 
the ritual after every scam), there seems 
to be an urgent need for challengers 
who can provide stiff competition to the 
bigger audit firms. i 

ASHISH AGGARWAL 
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A promising 
breakthrough 














Onconova’s Product Pipeline 





























































































Drug programme Status | Track/Strategy 
Novonex E Pre-IND* | 

Bcr-abl (Gleevec ™-like Pre-clinical Co-development 
Tubulin Active Agent Pre-clinical I | Partnering E 
Immunoconjugates | Concept Partnering 

Ex-Rad - Radioprotection IND in 2004 Grant support 
Ex-Rad - Cancer Radiotherapy Pre-clinical Partnering 
Ameliorex - Cytoprotection Research | Partnering m 
COX2 - Inflammation Dossier ready o Partnering š 
COX2 - Cancer Research | Partnering © 2 


*IND: Investigational New Drug 





peutics is close to filing its 
first application to start hu- 
man trials on a promising 
new cancer drug. New Jersey-based On- 
conova, a company founded by India- 
born scientist, E. Premkumar Reddy, is 


doing research to find cancer drugs and | 


medicines to treat inflammation. Reddy 





S start-up Onconova Thera- | 





is a director of the Fels Institute for Can- 
cer Research and Molecular Biology of 


| the Temple University. He started On- 


conova in 1998. Indian pharma com- 
pany Zydus Cadila Healthcare, head- 
quartered in Ahmedabad, owns 16% in 


| thestart-up. It picked up this stake for $3 


million in 2001. Cadila’s chairman and 
managing director Pankaj Patel, who is 


on the board of Onconova, said the 
company was shortly expected to file an 
investigational new drug application 
(INDA) that will allow it to start the first 
phase of human trials on volunteers. 
The drug, Novonex, induces cancer 
cells to self-destruct without the side-ef- 
fects associated with chemotherapy 
(like hair and weightloss). Though it was 
due to enter trials several months ago, 
there appears to have been a delay. But 
Patel does not give reasons. There are 
other compounds too in Onconova’s 
pipeline, including one funded by the 
US defence department, which protects 
normal cells of the body against harmful 
radiation. It might be useful not just in 
cancer therapy but also for the military. 
Cadila’s agreement with Onconova 
allows it to collaborate on research, 
manufacturing and marketing of the 
new drugs that come out of the latter’s 
R&D centre. For Cadila, a successful 
drug from Onconova would be the next 
best thing to coming up with a break- 
through from its own labs. But it could 
be several years before this happens. A 
human trial takes six or seven years to be 
completed, and at the end of it the drug 
may still not see the light of the day. If it 
does, it may not turn out to be the block- 
buster the company would have hoped 
for. Expect to hear more on Onconova in 
the coming months. a 


GAURI KAMATH 











INDIAN OIL CORPORATION 


The race for the top job 


HE CHAIRMANSHIP of India’s only Fortune 500 com- 
T= is one of the most coveted posts in the country. 
So, as soon as there were rumours that M.S. Ra- 

machandran, the chairman of the Rs 1,20,000-crore Indian 
Oil Corporation (IOC), could be leaving earlier than his su- 
perannuation in February 2005, hectic lobbying started. Ra- 
machandran is said to be keen to leave for personal rea- 
sons. While IOC denies it, sources say he is looking for an 
opening in the US — an embassy job or even a UN posting. 

Even if untrue, the lobbyists are already on the job. The 
front-runners are believed to be Bharat Petroleum Corpora- 
tion (BPCL) chairman Sarthak Behuria, Gas Authority of In- 
dia (GAIL) chairman Proshanto Banerjee, and the ONGC 
chairman Subir Raha, who may want to return to IOC. There 
are also a couple of internal candidates like Arvind Manohar 





Uplenchwar, director (pipelines) and N.K. Nayyar, director 
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| (business development), who stand 
a fair chance as internal candidates 
get a preference and as they have 
more than two years of service left, 
an important criteria. But both lack 
the clout of the front-runners — Be- 
huria and Banerjee, who enjoy con- 
siderable political goodwill. “The se- 
lectors consider a host of things like 
the background of the person, whether he has been ona 
line job or on a staff job, how dynamic he is, etc.,” says a 
senior IOC source. For instance, Raha had no exposure to 
oil exploration and production, ONGC’s core business, but 
got the job purely on the strength of his capabilities, profile 
and exposure. Could he emerge the dark horse here too? lB 
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The Patent (Amendment) Bill, 2 


i === 


— AOSD 5 BREE Niece, JE 


(Bill No. 92 of 2003) 


A Bill further to amend the Patents Act, 1970 
Be it enacted by Parliament in the Fifty-Forth Year of 
the Republic of India as Follows:- 


1.) (1) This Act may be called the Patents 
(Amendment) Act, 2003. 
(2) It shall come into force on such date as the 
Central Government may, by notification in the 
Offical Gazette, appoint; and different states... 





HE Patent (Amendment) Bill, 
2003 was introduced in Parlia- 
ment on 22 December 2003. 
Though a step forward to- 
wards the new patent regime in 2005 
(See “Tottering towards WTO, page 22), it 
still has many gaps. For instance, it is 
silent on tackling patent evergreening 
and extension tactics, practised by sev- 
eral pharma firms. 

Similarly, it hasn't taken a clear stand 
on a whole host of other issues which 
could tie up the industry in unnecessary 
litigations. In fact, our policy-makers 
could have turned to website southcen- 
tre.org for some easy reference points: 
Selection Patents: A company already 
owns a patent on a large group of ele- 
ments . Yet, it ‘selects’ either a single ele- 
ment or a small segment of elements 
within that large group and seeks a fresh 
patent when that large group is nearing 
the end of its patent life. This is a patent 
extension technique. 

Prior Public Availability: Where a prod- 
uct is already available to the public, the 
composition or inner structure of the 
product can be deemed to belong to 
prior art even if not published, since it 
could have been analysed and repro- 
duced by askilled person. 

Polymorphism: Some therapeutically 











active ingredients may crystallise in di- 
verse forms, which may have different 
properties that are significant in terms 
of their therapeutic use. Independent 
patent applications on such forms have 
become frequent. The question then is: 
is polymorphism (where the same com- 
pound has different structures) 
patentable? Such forms can be deemed 
within prior art — and, therefore, non- 
patentable — if they were obtained fol- 


0 


lowing the process of the basic patent | 
on the active ingredient or were covered | 


by a previous patent. 

Optical Isomers: These are compounds 
that have the same chemical formula 
but are structurally different in a three- 
dimensional form. A special case takes 
place when an isomer is a mirror image 
but not exactly super-imposable. While 


some patent offices, such as the Euro- | 


pean Patent Office, have ruled that such 
isomers may be deemed novel, the exis- 
tence of inventive steps have been de- 
nied, since it is obvious that in such 
types of molecules, optically active 
forms can exist. 

Analogy processes: Some countries 
permit patenting of non-novel proce- 
sses if the resulting chemical is novel. 
But the US has held such ‘analogy 
process’ claims to be unpatentable un- 
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DINESH KRISHNAN 


less they are inventive in themselves, an 
exception being biotechnology. 
Compositions: Claims are sometimes 
directed to a formulated product con- 
taining an active ingredient. If composi- 
tion claims are accepted subsequent to 
a patent on the relevant active ingredi- 
ent, the patent owner may be able to ex- 
tend patent protection. Unless the com- 
position includes additives that 
generate a truly new and inventive 
product, it should be deemed antici- 
pated by the effective ingredient it con- 
tains, and not patentable. 

Active Metabolites: In some cases, 
patents may be accumulated on a com- 
pound and on the active metabolite (ac- 
tive portion of the compound) that pro- 
duces the desired effect in the body. 
Prodrugs: When metabolysed in the 
body, inactive compounds can produce 
an active ingredient called ‘prodrug’. 
Countries must determine if the patent 
covers the prodrug, and the extent to 
which claims relating to certain com- 
pounds should be allowed to include 
their prodrugs. 

Also, the new drug delivery systems, 
new dosage forms, new strengths and 
new indications for any prior art drug 
should not be patentable. ie 

GINA S. KRISHNA 
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PORTS 


Maritime security 


COUPLE of years ago, US port authorities banned 
some cargo ships from Hong Kong from calling at 
their ports. Apparently the Chinese boxes that 
brought the cargo were made from wood infested 
with a beetle that had the potential to destroy forests in the US! 
Mind you, this was before 9/11. American paranoia has, since 
then, reached dizzying heights. Security at all points of entry 


has been beefed up. And it could have fallouts for Indian ports. — 


In December 2002, the International Maritime Organisa- 
tion (IMO) laid out a new International Ship and Port Facility 
Security (ISPS) Code, which gives detailed guidelines for 
threat assessment and subsequent plans for countering such 
threats for ports, ships and shipping companies. The date to 
watch out for is 1 July 2004, by which time all ports and ships 
must comply with the code. 

However, as you read this, not a single port in India is to- 
tally compliant. “We have identified 12 major ports and 36 mi- 


nor ports that need to be ISPS compliant. The Indian Registrar | 


of Shipping (IRS) is submitting a list of compliant ports to the 
IMO. Assessment of almost all ports has been done and they 
are in the process of approving plans,” says Naresh Salecha, 














Í) How You Would | 
| Benefit | 

@ No account opening or | | 
custody charges to be levied || 


Now, in demat mode 





deputy director general of 
shipping. 

But at the ground level, 
the scene is quite differ- 
ent. The recommenda- 
tions made by the IRS are 
as diverse as beefing up 
basic surveillance to 
adding new security 
equipment, raising the 
height of walls and fenc- 
ing that encloses the port, 
to putting up watch tow- 
ers at strategic locations to 
access control and training security officers. And all this has to 
be done within six months. 

“If the IRS recommends installing drive-through X-ray 
machines and scanners, then that means making structural 
changes at the entry gate and this will take quite some time. 
Also, the costs will be huge (a scanner costs about Rs 3 crore) 
and will definitely be passed on to the customer,” says Nikhil 





HEMANT MISHRA 


Are Indian ports secure enough? 





SMALL SAVINGS 











@ Consolidation of your various || 
investments in one demat 
account 





@ Redemption proceeds 
automatically credited to your | 
bank account on maturity 


@ Easier to get loans from 
banks as they could use 
NSC/KVP as a collateral 





FEW months from now, in- 
A vesting in small savings 

schemes will be a less cum- 
bersome task. The Central govern- 
ment along with the National Securi- 
ties Depositories (NSDL) has been 
testing a pilot wherein new invest- 
ments in National Saving Certificates 
(NSCs) and Kisan Vikas Patras (KVP) 
can be made in demat mode. 





If you already have a demat ac- 
count, you can simply specify the de- 
tails while applying for NSCs/KVPs. 
In case you don't have one, a limited 
purpose demat account can be 
opened with NSDLs service provider, 
either through the post office or an 
agent. But this account will be for de- 
mat of these instruments only. Once 
the units are credited in your demat 
account, you will receive a transac- 
tion statement. On maturity, the 
cheque will be directly credited to the 


| bank account designated by you. 


There are several advantages of 


| holding these certificates in demat 


form. For instance, nomination, 
pledging of certificates, changes in 
bank account, etc., can be effected 
without any time lag. And, rather 


| than being linked to a single post of- 
_ fice, you would be able to deal with 
| any of the designated post offices. As 
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Anup Bagchi, joint general manager, 
ICICI Bank, says: “The electronic 
availability of these instruments will 
make it easier for investors to borrow 
against it and banks can use this as a 
collateral for lending.” 

As of now, no service charge will 
be levied. Says C.B. Bhave, managing 
director, NSDL: “NSDL, or any of its 
depository participants, will not levy 
any custody charges for holding 
NSC/KVP” But it may be a while be- 
fore this service reaches your city. 

With interest rates declining, in- 
vestors are increasingly turning to 
small savings instruments in search 
of higher returns. In the first six 
months of FY 2003, mobilisation of 
small savings has reportedly grown 
by 29% compared to last fiscal. Thus, 
bringing these instruments in the de- 
mat mode is a welcome move. M 

RACHNA MONGA 
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Naik, CEO, Mundra International Container Terminal. Ay 

Minor ports are worried about the costs too. “We might | | 
combine and group smaller ports together and make jointin- | @ 
vestments for them, like, for instance, the Navlakhi and Jam- ` 
nagar ports,” says S.C. Mathur, chief nautical officer, Gujarat ` 
Maritime Board. The price for non-compliance is huge. Ships 
might not call at ports that aren't ISPS compliant, and ships 
that do pick up cargo from non-compliant ports might be 
banned from calling at US ports. “After putting in crores of ru- 
pees to put the basic infrastructure in place, another few 
crores should not really matter as it’s going to benefit the 
trade,” says Krishna Kotak, chairman, J.M. Baxi group, that op- 
erates the private terminal at the Vishakapatnam port. 

But private terminal operators are agitated. “Isn't most of 
Indian container traffic routed through hub ports like 
Colombo and Singapore? So why do we have to worry about 
compliance?” asks one. The fact is, it doesn’t really matter 
which port the ship picks its cargo from, since it has to be cer- 
tified at the point of origin. “Port security doesn't just mean in- 
stalling huge X-ray machines, it is also about conducting 
background checks of personnel and labourers, due diligence 
checks on vendors and truckers, rigorous training of port se- 






That's right. Now just one bank account 


gives you conveniences that many banks put 


curity officers to identify potential threats,” says Carin Fischer, together don’t. Switch to an Orange Account today. 
senior corporate adviser with Hill & Associates, a maritime There’s more than just one reason why you should. 
security consultancy that has advised the ports of Singapore 
and Hong Kong. Mm 
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HE government seems serious 





about implementing the World 


Trade Organization (WTO)- 
mandated product patent 
regime for the pharmaceutical 
industry. But the interim mea- 
sure towards that — the grant of exclu- 
sive marketing rights (EMRs) — threat- 
ens to snowball into a controversy. 
Largely because of the lack of trans- 
parency in the process of granting 
EMRs. And partly because different 
arms of the government seem to be 
working at cross-purposes in the affair. 

So far, EMRs (approvals to drug 
makers to sell the drug exclusively while 
the patent application is still pending) 
have been granted to three products, 
Novartis’ cancer drug imatinib mesylate 
(Brand: Glivec), Wockhardt’s nadi- 
floxacin (Brand: Nadoxin) and United 
Phosphorous’ fungicide Saaf (a combi- 
nation of carbendazim and mancozeb). 
Of these, at least two have been con- 
tested by the domestic industry. 

On the first, Novartis’ Glivec, an In- 
dian generic company Natco Pharma— 
which sells a generic version of the drug 
— has challenged the EMR in the Delhi 
High Court. The second, Wockhardt’s 
EMR, is being debated within industry 
circles as being unfair under the current 
regulations. The third EMR, for an agro- 
chemical product, has been undisputed 


tottering 






so far. (A total of 11 applications have 
been filed. Of which four have been re- 
jected, three have been granted and 
four are pending.) 

When India agreed to award patents 
on drugs as part of its commitment to 
the WTO, like any other developing 
country, India, too, got till 1 January 
2005 to be ready. In the interim, as per 
the General Agreement of Tariffs and 
Trade (GATT) provisions for all develop- 
ing countries, it could accept product 
patent applications from Indian and 
foreign companies, but didn’t have to 
grant a product patent until the WTO 
regime became effective. These applica- 
tions had to lie in a so-called ‘black box’ 
that would be opened only in 2005. But 
India could grant EMRs on drugs whose 
patent claims were pending provided 
they met the requirements established 
in Article 70.9 of the GATT. The EMRs 
would assure the innovator company of 
a market free of copies of its product. 

The Indian Patent Act 1970 was 
amended in 1999 to include the EMR 
and the black box provisions. Now an 
EMR can be granted to a product whose 
patent application is in the black box 
given the following conditions: 

E A product patent application was 
first filed on that drug on or after 1 Janu- 
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How approvals 
under the new 
EMR law have 
raised a host 


of questions. 


by Gina S. Krishnan & 
Gauri Kamath 


ary 1995 in a convention country 
E The innovator had a product patent 
on the drug in that country 
E The innovator had marketing ap- 
proval for the drug in that country 
NI The innovator had marketing ap- 
proval for the drug in India 

Under these rules, Natco has ap- 
proached the court saying that Novartis’ 
drug is a pre-1995 product. Novartis is 
believed to have got its EMR on the basis 
of a patent application that was filed in 
1998 for a new form of the drug, called 
the ‘betacrystalline form, and not for an 
entirely new drug. Hence, it does not fit 
in the category of products that can seek 
an EMR. Novartis, on the other hand, 
stresses that it had applied for a product 
patent in 1998. Incidentally, patent offi- 
cials say that, by and large, they use the 
information the applicants provide to 


grantan EMR. 
As for the approval granted to Wock- 


hardt, nadifloxacin is not an entirely — 


| proving copies of a drug whose EMR | 
| pleas are pending with the Kolkata- 


new drug either. Though Wockhardt’s ` 


new composition is capable of new 
uses, Japanese firm Otsuka had tried to 
patent it prior to 1995. 

Clearly, Wockhardt’s EMR has put 
the Indian Pharmaceutical Alliance 
(IPA), a lobby of leading Indian drug 
makers, on a weak wicket. IPA has op- 
posed the Glivec EMR, demanding 


more transparency in the grant process ` 
including full disclosure of pending | 


EMR requests, adequate redressal, and 
a demand that EMRs (and product 
patents) for new forms and new uses of 
an old drug be explicitly disallowed. 
Now Wockhardt chairman Habil Kho- 
rakiwala is the president of IPA. And 
Wockhardt’s EMR appears to have been 
granted on the same grounds that IPA 
has so vehemently opposed. The other 
pharma lobby, the Indian Drug Manu- 
facturers Association (IDMA; Wock- 
hardt is a member here too), is also is on 
the defensive. “Why should we protest 
an EMR unless one of our own mem- 
bers opposes it?” asks Yogin Majumdar, 
president, IDMA. When Novartis got the 
EMR in November, there were at least 
six copies available in the market. But, 
when contacted by BW, Controller Gen- 
eral of Patents S.N. Maity was resolute: 
“There is no scope for opposition.” 

The question everybody is asking is: 
how did these facts escape the attention 
of the Patent Office? Maity takes excep- 
tion to the allegation that the process is 
veiled in secrecy. “If there is a deficiency 
in the legislation itself, we are helpless,” 
says an Official in the Patent Office. 


These are not the only issues that the | 


current controversy throws up. 







IMPASSE 1: The EMR regulation ` 


does not elaborate a redressal mecha- 
nism for the EMR-holder if generic ver- 
sions continue to sell in the market. Or, 
for that matter, for the generic manufac- 
turer whose own brand of the drug had 
entered the market in the interim. 
IMPASSE 2: The amendments to the 
Patent Act have created an imbalance in 
the regulatory framework, which may 
cause a conflict of interest between two 
government bodies. Theoretically, the 
law does not prevent the Indian drugs 


regulator, the Delhi-based Drugs Con- | 


troller General of India (DCG), from ap- 


headquartered Patent Office. 


So far, the DCGI had been thé more | 
powerful of the two agencies as it has | 
the authority to grant licences for new | 
drugs. But the amended Act has given 
unprecedented powers to the Patent Of- 
fice. Also, in the absence of a nodal ` 
agency, the two offices do not commu- | 
nicate with each other. While the DCGI 
falls under the Ministry of Health and | 
Family Welfare, the Patent Office works | 
_ patent lawyer and founding p 

IMPASSE 3: Every EMR is supposed _ 
to run for five years. Or, until the Con- | 
troller General of Patents rejects or | 
grants the inventor's plea for a product | 
patent. Technically then, the same drug | 
for which an EMR has been granted ` 


under the Ministry of Commerce. 


_ PHARMACEUTICALS 





pletely in the dark about the process of 
granting EMRs. EMR applications (See 
‘The Status Of EMRs In India’) are re- 
ferred to in terms of the application 
number assigned by the Patent Office, 
which is published in the Gazette on a 
‘for information only’ basis. No further 
information is available even to 4 
generic company that might be market- 
ing the same drug. 

Moreover, since the law is vague. and 
simplistic, it could be interpreted by the 
Controller's office in different ways. 











Jyoti Sagar and Associates, 
“Regulations are left open toi 
tion and there is no procedi 
peal or review.” The rumours of: 
tion are, again, inevitable. 


In the meantime, companies: are oS 


ae status SeLeN i in India 


“Tadalafil (cians) — Tetracyclic derivates, 


process for preparation and use 
a 


A combin: combination kit used for the treatment 
of malaria (501/muM/2000} 


Peginterferon alfa-2b (IN/PCT/434/CHE) 


may find its product patent application | 
rejected some years later. “It is quite | 
possible,” admits S.K. Mitra, examiner | 
_ of patents and designs, Patent Office, ` 
_ Kolkata. Which would mean that the | 
_ clear that Novartis will also adopt legal 


company making the drug would enjoy 


five years of market exclusivity without _ 
necessarily deserving it. And ifan EMR ` 
is granted, there is no government au- | 
_ Novartis has gotan EMR, he is upset that 
_ he is being forced to defend it in court. 


thority to ensure that right is respected. 
The only recourse is civil proceedings. 
Other developing nations like Brazil, 


Thailand and Egypt have not faced a | 
similar situation yet. For India, the solu- — 
tion is simple: take the EMR application ` 
through the same route as that for a _ 
patent: publish it and invite opposition — 
so there is no scope for reversing a deci- _ 
_ similar litigation and controversy as is 


sion after it has been made. 


IMPASSE 4: The industry is com- | happening in telecom today. 
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40 Oct 2003 Eli Lilly & Company 


—— Ñ 


25 sop! 2000 


Source: Patent Of office of india, ‘Kolkata 
playing it by ear. “This is completely un- 
chartered territory,” says Ranjit Sha- 
hani, vice-chairman and managing di- 
rector of Novartis India, the Indian 
subsidiary of Novartis AG. Shahani is 


measures to defend its rights. But he 
does not want to disclose his company’s 
next step. And though he is happy that 


The Novartis and Wockhardt ap- 
provals show that sketchy legislations 
contribute to chaos in an industry rat- 
her than sorting it out. Unless the gov- 
ernment frames watertight legislations 
(See story on the Patent Bill on page 18), 
drug patents will get bogged down in 


nie, ARBEIT SHARMA 


A stration: ANTHONY LAW 
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What they say 





RANJIT SHAHANI 


Vice-chairman and managing 


director, Novartis India 

N India an EMR, if granted, has to 
be enforced in courts against 
those who infringe it as if it were 
a patent. ...(Whatis happening right 
now) is not what was intended by 
the TRIPs agreement. The simple interpretation of EMR in 
TRIPs is that marketing rights are granted when the product 
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receives marketing approval. If certain conditions are met, | 


these rights should be exclusive. That is, the drugs regulator 
should not grant any other marketing approvals for the 


same product. Exclusivity in India is not granted from | 


marketing approval, but only years later, when the damage 
has been done. In any case, not many products would 
benefit from EMR, even if it were correctly applied. As the 
first pharmaceutical EMR was not granted till November 
2003, there is unlikely to be very many more. There is, of 
course, no prospect of changing the law at this stage, nor 





H.F. KHORAKIWALA 


Chairman and managing director, 


Wockhardt 
| and scientists have under- 

utilised the opportunity provi- 
ded by EMRs. I would be happy to 
see a flurry of EMRs in the line-up to 
December 2004. Hopefully, these are merely the rites of 
passage during the transition to a new era in 2005. If the 
Mumbai Patent Office is an example of what is happening 
in Patent Office branches in other parts of the country, there 
appears to be a new dynamism animating the entire 
department. The desire to serve India’s inventors is 
palpable. The Patents (Amendment) Act 2002 specifically 


WONDER if our organisations 


HEMANT MISHRA 


| provides for the grant of an EMR for inventions made in 


India in contrast to inventions made outside the country. 


| The opportunity is available to Indian firms and MNCs that 


would it help much. India must implement product patent _ 


protection by the target date, and rapidly process pending 
black box applications thereafter. 


PRASHANT TIWARI 


Managing director, 
USV 


MR was provided as a 
‘transition’ between the old 
patent regime and the new 
one slated to begin from 1 Janu- 
ary 2005. For this, a set of rules 
was evolved so that the innovators gain something from 
the patents filed after 1 January 1995 in their home 
country. Under a rigorous set of conditions the 
innovator could, in lieu of the patent monopoly rights of 
20 years, gain a five-year exclusive marketing right. 

Our preparedness and ability to handle EMR appli- 
cations is poor basically because the underlying patent 
infrastructure is weak. No special training has been pro- 
vided to handle EMR applications. The grant of EMR to 
Novartis on a molecule for which the first patent was 
filed before 1 January 1995 is the outcome of this state. It 
is not surprising that MNCs have filed large number of 
EMRs as they are dominant in the new chemical entities 
(NCE) discovery business. Although it must be said that 
the number of EMR applications far exceeds the num- 
ber of NCEs discovered from 1995 till today. i 








SANJIT KUNDU 


make the invention, as long as it is made in India. There are 
well-defined procedures governing EMR grants that come 
under the scrutiny of distinct, independent authorities 
before any of them grant their approval. The procedure is 
rigorous and is certainly not discretionary. m 


P. GANGULI 


Adviser, 
Vision-IPR 


HE Indian EMR regulations 
have been drafted fairly 


clearly. The most important 
thing that we need to checkisthe 
status of the patent application 
as of 1 April 1995 and then one has to apply sections 24a 





and 24b of the Indian Patents Act 1970. The law treats all 


companies fairly. 

It may be noted that Indian companies making 
inventions in India can take advantage of their process 
patent application on or after 1 April 1995 and then file 
their product patents. 

Most Indian companies have not really taken 
advantage of the opportunity (that EMRs offer) till now. 
Obviously, they ought to have strategically started their 
research work on new products (the way a few have 
initiated work in that direction). This would help them 
forge ahead of the competition. He 
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JYOTI SAGAR 


Founding partner, 


Jyoti Sagar Associates 
S far as the law is concerned, 

A there are a few questions that 
need to be answered. 

1. Whether the lack of opportu- 
nity of hearing to affected persons is 
an unreasonable procedure (a fundamental right). 

2.Whether the creation of monopolistic rights in the 
form of EMRs without any right redress to an aggrieved 
party with vested property rights is ultra vires of constitu- 
tional guarantees. 

3.Whether the controllers of patents may dispense with 
the threshold test of novelty and inventiveness in examin- 
ing and granting EMR request and grant EMR, a monopoly 
right akin to patent rights thereby irreversibly and irrepara- 
bly affecting valuable vested rights. 

4. Whether the word ‘applicant’ in the EMR provisions 
concerns a single monolithic applicant or members of a 
corporate group of which the applicant may be a member. 

5. Whether creating a monopoly in the sale and distrib- 
ution of a life-saving drug goes against the fundamental 
right to life. = 

















YOGIN MAJUMDAR ie 2 
President, Indian Drug iar 
Manufacturers’ Association 

S the Law Commission of India 
A had pointed out in its report in 
1999, EMRs and patent rights 
cannot be separated. Granting an 
EMR without ensuring the clear 
validity of the relevant patent is like putting the cart before 
the horse. The grant of two EMRs to medicines has led to 
apprehensions among consumers about their availability 
and price. Equally important is the concern of generic 
manufacturers who currently produce the drugs under 
valid manufacturing licences. The shortfalls in the Indian 
EMR law are glaring. There is no provision for full 
disclosure, or the proper examination or publication of an 
EMR application. There is also no provision for pre-grant 
opposition. In the circumstances, generic manufacturers 
already producing a drug that will later be covered by an 
EMR should be protected. One way to do it is by allowing 
generic local production to continue. Compensate the 
EMR holder with a fixed royalty of, say, 5% of sales. Ideally, 
no EMR should be granted for any product in the public 
domain as of 1 January 2000 to avoid monopolistic 
profiteering in vital items like medicines. x 
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The Lawyers 
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KRISHNA SARMA 


President, 
Corporate Law Group 


EMR under the Chapter IV A of 

the Patents Act 1970 are far 
more stringent than what is found 
under TRIPs: EMR applications are 
examined for patentabillity just like a product application. 

But there's a discrepancy in the law. An EMR comes into 
effect the moment the Patent Office grants it. To make it ef- 
fective, earlier permissions granted to copies of the prod- 
uct must be repealed and their distribution prohibited till 
the EMR lapses. The owner should be able to request the 


T= requirements to obtain an 


_ regulatory authority (the DCGI) to recognise its exclusive 
_ right and prevent new registrations, and cancel existing ap- 


provals. As of now, the DCGI has no powers to repeal mar- 
keting permits already granted other than for health rea- 
sons. Hence, the EMR owner is left with no recourse, but to 
move the courts. He may send cease-and-desist letters and 
go to court to get a preliminary injunction to prevent the 
product from being marketed by others under Section 24e 
of the Patents Act, 1970. The suit will be dealt with in a man- 
ner similar to that for infringement of patents. m= 
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AJIT DANGI 


Director general, Organisation of 
Pharmaceutical Producers of India 


ROM a purely commercial 
standpoint, an exclusive 
marketing right (EMR) has 
limited advantages as the criteria 
laid down (for getting such an 
approval) substantially delay its grant. 

The effective life of an EMR is a maximum of just one to 
two years. And so far, only three EMRs have been granted 
— one for an agrochemical product and two for 
pharmaceutical products. 

Now the grant ofan EMR to Novartis’ cancer drug Glivec 
has generated a lot of needless controversy. Once the Patent 
Controller has granted it (the EMR), it should either be 
respected, or, if one wants to oppose it, it should be done 
under a judicial review. There is no point in saying that the 
generic company is able to sell its copycat product for 
1/10th the price of Glivec. 

Don't make this an emotional issue by playing on the 
public sympathy for poor cancer patients. In any case, 
Glivec is mostly being given away in the country, free 
of charge. 

I think it’s about time we grew up. 
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story 


and gets 


7 ECEMBER 20, 2003: The scene: A five-star hotel in 

3 downtown Mumbai. One hundred and eighty key 

managers of the Rs 6,195-crore Mahindra Group 

are gathered to hear their 47-year-old vice-chair- 

man and managing director at the annual strate- 

gic conclave. Anand Mahindra has chosen inno- 

vation as the big theme for the year. That’s what 

will take the group from good to great, he tells his managers. To 

emphasise the point, he uses an anecdote from the Oil Crisis 

days of 1975. In response, Mahindra and Mahindra (M&M), 

the flagship company of the group, had fitted its tractor diesel 

engines into its petrol jeeps. Mahindra says that's a good ex- 
3 ample ofinnovation-on-your-feet. 

SNV Last year, these same managers had listened to the 

S vice-chairman do some plain talking ofa different 

kind. “We will be brutally focussed on financial 
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The trigger behind the crisis 
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The clean up act 
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tough... 


_ cracking down on performan 
Radhika Dhawan with Anuja Byotra 


returns,” he had said. “The way we see it, brutality is actually 
kindness to shareholders.” It was classic Anand Mahindra — 
making a tough point in his usual affable manner. 

There had, of course, been enough provocation. In 2002, 
M&M's performance had reached its lowest ebb. Hs Rs 2,090- 
odd crore tractor business was reeling under a prolonged re- 
cession. No one quite knew whether Mahindra’s much-de- 
layed pet project — Scorpio — would deliver. Analysts waited 
for signals from the management on the turnaround plan, but 
got very few convincing ones. 

The final straw was that the share price fell to Rs 50 in the 
last week of September 2001, its lowest ever, and the Bombay 
Stock Exchange bundled it out of the 30 stocks that consti- 
tuted the Sensex. That jolted Mahindra badly. “It’s about ego, 
image and self esteem,” he says. “We said, ‘This company isn’t 
worth Rs 50; it’s worth a lot more; so what's going on?” 

A worried Mahindra started talking to analysts and suppli- 
ers for answers. There were many concerns. Analysts were 
sceptical of what the Scorpio would do for M&M even after it 
had invested close to Rs 600 crore. Another criticism: too 
much investment was locked up in too many subsidiaries; til! 
early 2002, it had close to 32. The group was a diverse mix of 
businesses, ranging from Club Mahindra time-share resorts 
toa realty business. In April 2002, 18% of the balance sheet was 
locked up in investments in group companies which gener- 
ated a return of just 5.7%. No wonder then that the M&M stock 
was trading even below its book value of Rs 128.25. 

Above all, this performance questioned the validity of 
Anand’s managerial philosophy. Mahindra saw himself as a 
venture capitalist (VC) responsible for allocating capital, while 
the day-to-day responsibilities of running the businesses 
rested with the business heads. (In fact, such is the essence of 
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Former head of Unilever China, Anju 
Choudhari, put in place new HR practices 


his style that he chose this year — one of the busiest the group 
has had — to be chairman of CII and away from the M&M 
headquarters in Mumbai for extended periods.) 

Unlike effective VCs who closely monitor their invest- 
ments for value creation and churn portfolios, Mahindra had 
been a fairly relaxed. With 32 different subsidiaries making up 
the M&M group, its track record of creating shareholder value 
was patchy through the nineties. Mahindra agrees: “As far as fi- 
nancial focus is concerned, did it come late? Maybe I'd say 
yes.” (See ‘The Market Always Wants Faster Change ). 

People who know the Harvard-educated Mahindra say he 
is aman with eclectic tastes varying from the music to the arts. 
Says a board member of one of one of his companies: “He 
reads and writes a lot and works very hard. But Anand is a 
strategist. He prefers to leave execution to others.” Says a lead- 
ing consultant who worked with the group: “He is extremely 
sharp, possibly the best there is. He can outwit any consultant 
in terms of his analytical skills. But, at the same time, he is re- 
markably non-confrontational. He tends to give too much in- 
dependence to his CEOs.” 

Almost to quieten his critics, in December 2002, unknown 
to most analysts, Mahindra quietly rolled out his big clean-up 
act, codenamed Project Blue-chip, at the strategic conclave. 
By then, the Scorpio had already made its mark in the market. 
Utility vehicle sales grew at 40% in the first half of FY2002 ow- 
ing mostly to the Scorpio’s success. So there was already some 
initial momentum. 

But not even the most ardent supporter of the company 
would have quite expected what was to follow in the next 12 
months. At last month’s conclave, Mahindra proudly an- 
nounced that every business had surpassed its cash-flow tar- 
get. The auto business, which has grossed more than Rs 5,000 
crore in the first half of the current financial year itself, was 
clearly the star of the day. Its target for free-cash-flow was Rs 50 
crore. It ended up generating three times that amount. While 
net sales for the first half of FY2004 was up by 28%, the operat- 
ing profit was up by 34%. Almost on cue, the price of the M&M 
scrip had touched a 52-week high of Rs 390.25 on 31 Decem- 
ber 2003, up from Rs 112.55 a year ago. 

But that’s not all. The group seems to have shrugged off its 
complacency and is trying go global. Its bid for Finnish trac- 
tor-company, the Euro 762-million Valtra (M&M lost the bid) 


‘The market always 


E isn’t this a bad time to be away from your group? 
When Jamshyd Godrej approached me (with the proposal 
to become the chairman of the CID, I thought sending him 
to the (M&M) chairman (Keshub Mahindra)would be a 
convenient way of saying no. But when he (Godrej) told the 
chairman ‘We'd like Anand Mahindra to become the head 
of CII’, I was shocked to hear the chairman say it’s fine! I 
can't think of a better business, or a set of businesses to be 
running, and being with the CII at the same time because 
there is a huge amount of value I can get. Also, I’m not 
hands-on because of the structure that we have followed 
since 1994, when I kicked myself upstairs. 


E Why was the pace of change so slow? 

The market always wants you to change faster. That's the 
reality. The question is: How much ofit can come together? 
In case of the template for the group, I think we were way 
ahead of everybody else. We did this (switched to the profit 
centre structure) in 1994. And then no other multibusiness 
group had achieved the level of delegation of responsibility 
we had and defined managerial focus and so on. 

The disconnect was that our output in terms of the 
product and bottomline was not matching up to the inter- 
nal changes. We felt that the critical mass would come, and 
everything would come together when the culmination of 
BPR, innovation, organisational and managerial changes 
would come together as an embodiment and people 
would see the reality. 


caught people off guard. Just last month, it was sniffing 
around the ailing South Korean auto company Ssangyong 
Motors. Company watchers say that M&M is close to buying 
Bristlecone, a logistics consulting company in the US, which 
will be merged with Mahindra Consulting, a Rs 41.18-crore 
enterprise solutions firm. 

Many find the momentum in M&M surprising and ques- 
tions still linger. What has triggered the rally in the M&M share 
price? Is it based on fundamentals? Now that operating cash 
flows for the group have increased from Rs 596.56 crore in 
FY2002 to Rs 686.37 crore in FY2003, will it prompt M&M to go 
on a buying spree and run the risk of eroding value? 

Many of the answers to these niggling doubts lie in the 
manner in which Mahindra has spelt out his new agenda. Pro- 
ject Blue-chip, as the name suggests, is based on the central 
premise that there is no discount attached to a diversified con- 
glomerate. “I don't buy this conglomerate discount theory,” he 
says, giving the example of GE. Butitis one thing to admire GE, 
and quite another to deliver great performance year after year. 
So will Mahindra continue to rev up the group? 

Even two years ago, a survey of Indian business groups 


| destined for blue-chip status would have left the Mahindra 





Group out. By the late nineties, most business groups, like the 
Tatas and the A.V. Birla group, had put in place the building 
blocks of systems to monitor and drive performance in group 
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wants faster change’ 


As far as financial focus is concerned, did it come late? I'd 
say yes. That I cannot argue. Things are not black and white... 
One cannot snap and change. 


E Do you think you missed the boat for the Mahindra 
British Telecom IPO? 

You can call it a rationalisation, but had we floated the IPO at 
that time, because of the highly inflated prices, thanks to the 
euphoria, the investors would have lost out ultimately. Our in- 
vestors have always made money, and that’s a good track 
record to have. Tomorrow, when the valuations are rational 
and the timing is right, we will (float the issue). 


E Do you have any template for foreign acquisitions? Is it 
important for the business to be profitable? 

Profitability makes it easy to swallow up a company of a large 
size. We do not have the responsibility of taking over and then 
turning around an operation. But profitability is not the decid- 
ing factor or motivator. It has to do with our goals. In the case 
of Valtra, we wanted an entry into Europe, it could have given 
us huge benefits in R&D, it could have complemented our 
product range, and its high-cost operations would have bene- 
fitted from our low costs. Each company has its own strategy 
in line with its mission. Some may look for front-end or mar- 
ket acquisition, not for scale. 


E How will you decide which businesses to continue with? 


So long as a business meets the Project Blue-chip criteria, we 


companies. The Tatas had strengthened the corporate centre 
by creating the Group Corporate Council and the Business Re- 


view Councils for monitoring performance and assisting with ` 
strategy. The Birla Group had set up the Birla Management | 
Group, a corporate level strategic think-tank. Despite being | 


bigger conglomerates, both the Tatas and the Birlas had 
moved faster than the Mahindras in bringing financial focus 
and competitiveness to their groups. 


In contrast, M&M, well, failed to dazzle. Mahindra reacts | 


sharply tothis critique: “If you are going to ask me about an or- 
ganisational template, I'd 
say we were way ahead of the 
others. We had set up the 
profit centre concept before 
anyone else. We were mor- 
phing internally way before 
anyone else.” Subsequently, 
a corporate centre steering 
committee was created. This 
was followed by the War 
Room concept in 1998, 
when sector heads would 
get together for a session for 
a day to share knowledge 
and talk strategy. The tractor 








the Mahindra group 


MAHINDRA & MAHINDRA 


do not see whether the business is core or not core. GE is held 
together on the same principles. As long as, say, Mahindra In- 
tertrade performs well — in terms of financials, growth and in- 
novation — it will continue to be a part of our group. 

Also, we do not follow a materiality concept. There are 
connections between businesses that 
create business, opportunities and 
competencies. Mahindra Acres 
has a small turnover — just 
about Rs 1 crore. But the guy 
running the company is talking 
to the Andhra Pradesh govern- 
ment for a theme park at Tirupati. 
His innovative work may provide us a 
link to much larger projects in the future. 
So we are not in a rush to define materiality 
in our company as of now as we may kill a scout 
or a scanning agent. Quality of businesses and 
their sustainability is what we are interested in. 



















W Is there a lesson here for diversified groups? 
As long as you give people companies 
which are listed and fo- 
cussed, then at the 
higher level the con- 
glomerate factor does 
not matter at all be- 
cause at each level I’m al- 
lowing people to come in 
and participate in focussed 
companies. 





business had started a strong quality movement seven years 
ago and that had culminated in the division winning the 
Deming prize this year. 

Anand Mahindra assumed that the market would end up 
collating these efforts — the creation of the profit centre, 
process re-engineering, the quality movement — into a de- 
cent value and attribute that to M&M. But investors ignored 
these efforts. There was too much else to focus on. 

For one, there was the issue of diversity. In fact, there 
seemed to be too much ofit. Snap poll. What does M&M stand 
for? Answer: tractors, auto and confusion. The group did not 
seem to have a template of deciding which businesses would 
stay and which ones would go and how the ones that stayed 
would grow. Even by his own yardstick, that of a VC, a key re- 
quirement was that the businesses had to be allowed to go the 
IPO way so that investors could exit the company if they 
wanted to. This had not happened. Mahindra acknowledges 
that this is the eventual plan, but that had been waylaid due to 
the market recession and the stockmarket slump. 

There was a brief spell in 
2000, when the scrip did a 
shimmy because a key sub- 
sidiary, Mahindra British 
Telecom (MBT), was to be 
listed. But when that didn't 


Formerly with Enron, 
Hemant Luthra was 

hired to look at strategy 
and tap synergies within 
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happen (some say manage- 
ment dithered too long), it hit 
valuations hard. 

Besides, the two flagship 
businesses — automotive and 


tractors — were going through 
a rough patch. To buy sales 
during the recession, M&M 
had relied on advancing sales 
to dealers. That meant M&M's 
operating margin crashed to 
its nadir of 7.68% in FY2001, 
down from 13.39% the previ- 
ous year. Over the two years 
from 2000 to 2002, tractor vol- 
umes fell over 40%. 

Even though M&M was a 
leader in the utility vehicles 
segment of the automobile 
market, few believed it could 














The Scorpio 





CORPIO started out as a defini- 
tion of M&M's product develop- 
ment capability and ended up 
being the essence of the organisa- 
tion’s new confidence. Mahindra bet 
on the big bang approach in develop- 
ment early on in his career as he re- 
alised that the incremental approach 
that created the rugged jeeps was good enough to take 
the company up to a point and no further. The Bolero 
was the first vehicle that broke the M&M mould, but the 
Scorpio shattered it completely. Launched by a team 
led by COO Pawan Goenka (R) and supported by sector 
president Alan E. Durante, the Scorpio now sells 2,500 
units a month in India and M&M cannot make enough 





to meet demand. But even so, it’s time to look overseas. 


M&M has been exporting vehicles since 1988 in 
small numbers. With its new thrust, the company sees 
overseas operations accounting for 10-15% of its auto 
sector volumes. Globalisation for Scorpio was always 
part of the plan. “We identified focus regions on the ba- 
sis of criteria ranging from stringency of liability laws in 
the country to similarities in driving conditions with In- 
dia,” says P.N. Shah, vice-president (overseas opera- 
tions), M&M. In December 2003, the Scorpio and the 
Bolero were launched in Italy. South Africa and Russia 
are next. Says Shah: “Going overseas has huge strate- 
gic implications. It’s a live wire — we get an early under- 
standing of the changes happening in the market.” 


success story 


Mahindra, along with the- 
se new people and the current 
corporate centre, started look- 
ing for answers. But in that 
search he firmly shot down all 
theories about the diversified 
conglomerate discount. “For 
20 years one of the most re- 
spected firms in the world was 
a diversified one (GE). I wasn't 
buying that (discount) idea,” 
he says. What then was the 
problem? Even a strong public 
relations and communication 
exercise was considered to 
highlight that many of M&M's 
businesses — tractors, utility 
vehicles, finance and hotels — 
are leaders in their sectors. 

The answer was actually 
breathtakingly simple. The 
problem was that businesses 
tended to focus sharply on 
their individual performance, 
and not enough on the M&M, 
the holding company. Says 
Hemant Luthra, executive 
vice-president, M&M: “I be- 
lieve Anand wanted someone 
to focus on extracting value 
through group synergies to en- 
sure that the whole was greater 
than the sum of the parts.” 

Enter Project Blue-chip. It 


sustain its lead. Explains 
Mahindra: “Unless the prod- 
uct or service that you sell changes its character and is trans- 


formed and stands for your change, you are never going to get | 


a change of perception. (About the Scorpio), people asked if 
its asouped-up Armada that we are going to produce. Then 
what's the point of doing all this?” Back then, the Scorpio had 
been delayed and the auto division was known for incremen- 
tal jumps on the old Willys jeep platform which M&M had ac- 
quired in 1950 from Kaiser Corporation, US. 

In some senses, to his credit, Mahindra recognised the 
need for a fresh set of eyes in the group and had started hiring 


laterally. In November 1999, Mahindra hired Anju Choudhari, | 


did not just raise the bar on 
performance, it changed the 
game altogether. It threw out performance benchmarks like 
market share, sales and profits and replaced them with new 
measures of performance. Says Bharat Doshi, executive direc- 
tor, M&M: “We acknowledged the various risk profiles and 
market conditions of companies and we focussed on different 
things in different sectors.” For instance, it would be unfair to 
focus only on tractor volumes. Even if volumes are falling, 


| market share could definitely increase. In the auto segment, it 


an ex-Levers man, to be a consultant to the group in its reales- | 


tate business, Mahindra Realty. He had been heading Levers 


China and was looking for a fresh start in India. Soon after he | 


joined, Mahindra asked him ifhe would take charge ofhuman ` 


resources. Choudhari had no prior experience in that field, 


but figured that he would bring in his Unilever experience to | 


bear here. Another person hired was Hemant Luthra from En- | 


ron India to look at strategy and group synergies. Says Choud- 
hari, executive vice-president (human resources), M&M: “To 
organically develop people to take on new challenges would 
have taken long. So, over the last four years, we have had vari- 
ous senior inductions.” 





is unreasonable to expect M&M to be Number One in three- 
wheelers since Bajaj Auto is the undisputed leader. But did the 
business have a plan to be come a strong Number Two? 

But cast in stone was the one common measure of perfor- 
mance — free cash flow (cash after appropriating for invest- 
ments and profits) and return on capital employed (ROCE). 
This change of performance indicator was brought in to 
change mindsets to ask the question: What returns are you, the 
company, creating for me, the allocator of capital (the Mahin- 
dra Group)? Says Doshi: “We lacked a financial orientation 
earlier. ROCE brings in the efficiency of utilising capital and 
the free-cash flow makes companies see that some dividends 


| need to flow back to M&M so that they can be reallocated.” 


A set of small changes helped. The corporate centre re- 


| alised that it would be difficult to hold people responsible if 
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they allowed a mid-year revi- 
sion of the budgets. Says 
Luthra: “We decided to work 
with the sanctity of a single 
budget, or a ‘no-excuses bud- 
get’ in Anand’s terms.” Also, 
the variable pay component 
of senior management was 
attached to Blue-chip goals. 
Blue-chip emphasised 
that businesses must com- 
pete for capital that should 
flow to the project with the 
highest returns, regardless of ; | 
where the surpluses were 
generated from. An illustra- 
tive example would have a ju- 
dicious mix of long (more 
than five years), medium (3-5 years) and short-term projects, 
say, 25%, 25% and 50%, respectively, so that cash flow from the 
short gestation ones could fund the investments of long-term 


unlock value in 


projects. This mix and proportion would change depending _ 


on the degree of surpluses at any point of time. 

But forcing change on CEOs long used to working on their 
own wasn't easy. Besides, M&M had several lifers at the top. 
But luckily for Mahindra, most of this change went through 
smoothly. Of course, unlike a chairman like Ratan Tata, who, 
due to historical and structural reasons, has limited control 
over what he can force the Tata companies to do, Mahindra 
had an almost free hand. Says one senior official at M&M: “Tf 
Anand is seen to buy into something, the rest of the group fol- 
lows. But his buy-in is necessary to get something done.” 

Yet, ever the gracious MD, he trod carefully. For example, 


he gave Luthra an independent project to start with that let | 





One of the old guard, Bharat Doshi is trying to 
&M’s subsidiary companies 


| 





__ MAHINDRA & MAHINDRA 





duced the break-even point 
from 54,000 units to 35,000 
units in 2003, which im- 
proved division profitability. 
Also, at that time its then 
president K.J. Davasia was 
the president of the Tractor 
Manufacturers Association. 
So, he, with Bharat Doshi and 
Mahindra, worked hard to 
convince the industry to stop 
advancing sales and allow 
pipelines clear-up. Thus, over 
the last year, dealer stock 
came down from about 7,000 
units amonth to 5,000 units a 
month. In June 2002, the 
Scorpio was launched and is 
now holding steady at 2,500 units a month to become the 
largest selling personal vehicle in the Rs 5 lakh category. In the 
first quarter of FY 04, it accounted for 28% of total UV volumes. 

Even the two key subsidiaries, MBT and Mahindra & 
Mahindra Finance Services (MMFL), were in a strong posi- 
tion. MBT’s profit after tax (PAT) for FY2003 at Rs 172 crore was 
actually higher than M&M's PAT at Rs 146 crore. MMPL has a 
Rs 2,000 crore-strong balance sheet and has a customer-ac- 
quisition rate of about 6,000 a month. 

So, it was a question of improving working capital and 
credit management practices, particularly in the two manu- 
facturing businesses. Says Pawan Goenka, COO (auto divi- 
sion), M&M: “A few years ago, the group didn't even know what 
the term free cash flow meant.” For instance, two-and-a-half 
years back, the auto business had its receivables pegged at 40 
days. That is now down to two days. In September, the busi- 


him work alone. Mahindra had decided to sell a subsidiary | ness actually had negative working capital. Last year, the trac- 


called Mahindra Sintered Prod- 
ucts and Luthra was entrusted 


with the task. M&M sold its 51% 
stake to GKN in 2002. Since that 
was a success (the stake was sold 
for Rs 75 crore), it made Luthra’s 
acceptance easier. 

Luthra then became part of a 
panel, the Corporate Turn- 
around Committee, created un- 
der Blue-chip, along with 
Choudhari and Uday Phadke, the 
vice-president (finance). The 
CTPO’s job was to monitor that 
Blue-chip targets and work on 
projects that tapped group syn- 
ergies, like strategic sourcing. 

Fortunately for Mahindra, by 
the time Project Blue-chip was 
launched, the key sectors were 
beginning to regain some of their 
lustre. The tractor division had 
undertaken a severe cost-cutting 
exercise over two years and re- 


Valtr 


The 





Valtra, would have transformed Mahindra & Mahindra from a 
company that had only a small presence in the global market 
to a position among the Caterpillars and John Deeres of the world. 
al. But M&M was elbowed out by a winning bid that was almost 
miss double the euro 350 million that it had offered. 
ae | B. Mishra, COO (farm equipment division), M&M, says: “It was a 
fit in every way. Valtra specialised in 85-100 hp tractors and it would be too expensive 
for it to design and build lower horsepower tractors.” That's where M&M's portfolio 
could have complemented Valtra’s and given the former a springboard into Europe. In 
its turn, Valtra could have cut down on its sourcing bill of euro 200 million by doing so 
through M&M in India. 
_ Even though it did not finally clinch the deal, the bid for the Finnish company 
changed public perception of M&M. It is already the world’s fourth-largest manufacturer 


T HE acquisition of the Finnish company, the euro 762-million 





of tractors and Valtra would have improved that ranking by one spot. Before Valtra, 


nobody ever thought of M&M as a company capable of acquiring companies globally. 


With a debt-equity ratio of 0.753, its debt situation is good enough to take on more. 
Sources say that the company would have gone in for a leveraged buyout. But what of 
‘managerial capabilities? M&M is smart enough to stay away from companies that 
require a major turnaround. But for the rest, the mood is pretty much ‘If we an create a 
-world-class car, and win the Deming prize, we can handle Valtra’. # 
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“promised india a new way of life. It was our Founder 


Chairman's dream 





to bring about the 





Death of Distance’, and we have fulfilled this with our path 
I breaking mobile tariffs and entry costs, to bring mobile phones 
within everybody's reach. As 
is quite evident, the first year 


of Reliance Infocomm has quite 





appropriately been the year 
of the ‘Mobile Revolution’. Within eight months of the 
‘commercial launch of © 


our next generation — 


mobile service, Reliance, with its network in 1101 towns, has 
already become India's largest mobile operator and the 


‘Most Trusted Telecom Brand’*. More importantly, with our 


< 


entry, India, from 


ISA 


ANS 
Sealy 





most expensive mobile telephony markets has become one 


of the most affordable. Today, 
one of every ten mobile phones 
sold in the world is bought by 


an Indian customer. 


"Source: The Economic Times Brand Equity Survey, 2003 by AC Nielsen ORG-MARG. 








. being one of the 





















The unique experience of data 
applications on our hi-tech multimedia 
mobile phones has created world 


records - one million hits on R World in 


will be catching up 
with India! Having 
started the mobile revolution we are already looking to 


transform the future with the ‘Broadband Revolution’. 


WebWarlt 


Set Top Box will 


revolutionise Indian 


Internet at the press of a button, This 
is only the start of ‘A New Way Of Life’ 
and a way to global leadership for 


india in the knowledge era. 











tory 


MAHINDRA & MAHINDRA 


tor business started cleaning up its credit management. Itnow | this is something that will be looked into now that the market 
has a team working on achieving net zero working capital | 


management. 


According to the six-monthly results in September 2003, | 


the net fixed assets is down 4%, signalling that capital is being | 


used more efficiently. Operating profit margins have risen to 
9.42% in the first half of FY2004, up from 9.03% in the first half 
of the previous financial year. Sales, too, are higher by 28% 
over the same period. As a result, free cash flow has risen to 
Rs 261 crore in the first six months of FY2004 from Rs 170 crore 
over the same period last year. Acknowledges Doshi: “Every 
company has exceeded its goals.” 

But despite the improvement, Mahindra has a long way to 
go towards assuring investors that he is serious about unlock- 
ing value in the subsidiaries. In 2001-02, M&M invested 
Rs 507.6 crore in the subsidiaries and got dividends of Rs 29 


crore, 5.7%, not much better than fixed deposits! In FY2003 | 
this had increased to 10.3%. Unless M&M uses the IPO route | 


to exit these investments or makes capital gains through some 
other route, low dividends are 
the only monetary returns it 
can get from the companies. 
Its also unclear how long 
the group will hold onto MBT. 
Its earnings are under pressure 
as British Telecom is squeezing 
margins and is now increas- 
ingly working with other solu- 
tion providers like WiproSpec- 
tramind. Unless M&M makes 
new acquisitions, rapid growth 
would be difficult. It just might 
make sense to hive off the 
groups 57% stake to an inter- 











conditions have improved. In fact, analysts expected M&M to 
divest the tractor business if the Valtra buyout had happened. 
Now, with the clean-up over, Mahindra is demanding that 
his CEOs work on moving to the next level. He expects them to 
make their businesses globally competitive, drive innovation 
and strive for leadership. Of course, the search for new busi- 
nesses will continue. The group has announced two new sec- 
tors. One is an offshoot of the Scorpio project. A new business 
unit called Mahindra Engineering Services is being set up with 
a presence in the US to outsource product development work 
from American automakers. Mahindra has also announced 
that the group will be looking at making auto components. 
While Blue-chip made global competitiveness an impera- 
tive, Mahindra gave the companies the freedom to define it for 
themselves. For example, for the tractor business, it meant 
growth through acquisitions because its goal was to be the 
largest tractor company in the world. It is an achievable goal 
since it is currently at the fourth position globally. That's why 
Valtra fit perfectly into the 
game plan. Says Mahindra: “In 
the case of Valtra, we wanted 
an entry into Europe; it gave us 
huge benefits in R&D; it com- 
plemented our product range; 
and its high-cost operations 
would have benefitted from 
our low-cost ones.” 
Meanwhile, since the local 
market is sluggish, the com- 
pany is putting in a lot of effort 
into the US market through its 
wholly-owned subsidiary 
Mahindra USA. The company 








ested party. But the group so far After heading the tractors has recently started its second 

is keeping mum on its plans for this subsidiary. division for a number of plant in Georgia and is now 

So is M&M doing enough? Analysts that BWspoke ears, K.J. (R) gunning to increase volumes 
anded over the reins to 


to had diverse views. One felt that the group was just 
not moving fast enough. Another felt that there was 
no point in distress sales and the group was doing 
fine. Mahindra’s own views point right back to Project Blue- 
chip. “As long as the Blue-chip parameters are met and com- 
panies cover their weighted average cost of capital (WACC) 


and are not draining capital from the group, we dont see | 


whether its core or non-core,” he says. 

So, Mahindra Intertrade, which is into steel trading, gets to 
stay since it has one of the highest ROCEs in the group. Yet, un- 
known to most (since this is not showing up yet in the balance 
sheet), M&M is already wielding the broom. Insiders say that 
Mahindra Construction is merely finishing old contracts and 
is not likely to taking up new ones, clearly indicating that the 
business will eventually be shut down. Mahindra Ashtech, 
which makes fly ash handling facilities for the power sector, is 


not taking on new work. Mahindra Eco Mobiles (the Bijlee | 


project) was not going anywhere and has been merged with 
M&M. Similarly, another of Anand’s pet rural marketing pro- 
ject, Mahindra Shubhlabh, is also on the watch-list. 

Of course, real value will only be unlocked only when the 
investments can be recovered through an IPO. Mahindra says 


B. Mishra in 2003 





by 30% to 8,000 units per 
month. Says Choudhari: “The 
situation in the tractor indus- 
try came as a blessing in disguise. It has forced us to go global 
very aggressively.” 

On the other hand, the auto segment is not looking for 
scale, but organic growth possibilities. Scorpio and Bolero 
were launched in Italy in December 2003. Says PN Shah, vice- 
president (operations), M&M: “Going overseas is not about 
volumes alone. It has strategic implications like building an 
understanding of the overseas market and keeping an eye on 
technologies. You're fighting with world players abroad, and 
you improve your quality at home.” In fact, Mahindra wants to 
see Scorpio go global. M&M would prefer a sales arrangement 
with a set of dealers, but, ifnecessary, would lookat a joint ven- 
ture to enter a country. The entry into South Africa is likely to 
be announced by the end of the financial year in March. Soon, 
overseas operations will account for 10-15% of the company’s 
automotive business in volume terms. 

Clearly, the tide is turning. And given the buzz around 
M&M's performance, this could be the best new year’s gift that 
his managers could have given their managing director. W 
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t's time we got our act togeth 


We, at UTStarcom, are constantly striving to give our clients the best possible 
telecommunications solutions for their customers and to our employees the 
most conducive environment for doing inspiring work. H is as a result of this 
constant effort that we have exceeded Wall Street expectations for revenues 
and profits in each of the last 15 quarters. 


What's more, we were the only telecommunications equipment company on 
the Forbes list of the 25 fastest growing technology companies, published in 
April, 2003. Further proof of our growing reputation as one of the foremost 
names in telecommunications technologies like broadband. 


Wireless * Wireline * Broadband « IP-Switching * Transmission * 3G 





“As the markets continue to 
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ASHISH AGGARWAL 


HE bull was fit and firmly in 
charge ofthe stockmarkets in 
2003. The Bombay Stock Ex- 
changes Sensex returned an 
impressive 72.23%; the 
broader indices did even bet- 
ter — BSE 500 returned 100.20%; CNX S&P 500, 97.04% and 
the CNX Midcap 200, 134.72%. Global markets, too, were look- 
ing up. The MSCI World Index rose 29%, surpassing the 25% 
achieved in the last boom (1999-2000). 

Yet, 2004 may not provide easy pickings, Investors tend to 
think and act short term on the basis of news and emotions, 
driving share prices beyond fundamentals. To check the 
health of the market, here are a few questions. 

Will the new issues suck the liquidity out of the sec- 
ondary market?: Around Rs 56,000 crore worth of issues are in 





...Health 


the pipeline. In comparison, Flls invested Rs 29,748 crorein | 


The IPO market during bull runs | 
Starting 2004 public issues worth Rs 55,700 crore will hit 
_the market (See table on page 40) x 
IPOs and equity issues in last Six. months of previous bull runs 
: 7 _ No. of issues. Amount Pa, er) 
A; July 1999 — -34 Mar 2000 eee eee 
3 48 on 2,540. 87 

A 380.77 | 
1 Jan 1994 — Sept 1994 a 1 
1,374.99 





equity in 2003. Most of the fresh paper is of good quality. In 
terms of size, issues of Rs 1,000 crore and more constitute 65% 
of the total. Hence, investors may hold their money for the pri- 
mary market. Incidentally, the IPO wave has begun in the US 
too — 54 of the 85 IPOs in 2003 were in the last three months. 
China, too, is lapping up IPOs. The impact on global liquidity 
in the future is to be seen. 

Are the Indian markets overvalued?: The BSE 100, where 
almost 75% of the total market turnover is seen, is at a 
price/earnings ratio (P/E) of 16.52 (price/book value, 3.20). In 
1999-2000, it was 27.16 (P/BV 2.96). Though Nifty’s P/BV indi- 


1993 1994 1995 1996 1997 1998. 1999 2000 20 
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‘The rising foreign exchange reserves 
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India: Net external debt ` 


' Net external debt as a % of current external receipts 
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check 


cates a bit of overheating, the estimated P/E for 2004 indicates 
it’s not. So will India be less attractive in the future? Not neces- 
sarily. Indian corporates have a comparatively high return on 
equity; India could command higher P/Es and P/BVs too. In 
any case, Flls have put fresh money in other emerging 
economies like Thailand and Korea, even at higher P/Es. 

Will retail investors be hurt?: Retail investors often end up 
on the wrong side of the boom. That may happen yet again. 
The net investments of mutual funds in the equity markets are 
on the rise (they turned positive, with Rs 614.8 crore invest- 
ments, in December), a sign that retail investors are taking a 








s ton 31 Dec 03, Nitty PE: z 20. 73, P/BV 4.05 
= Source: ‘Bloomberg, ‘Nov. 03. 


a NSDL: Demat accounts (takhs) 
3 . i u ` 2.54 lakh accounts: added i in Nov & Dec 










45.93 





Aug. “sont “Get Nov Dec 03* 
‘ x Til 27 Dec 2003 
| NSE: ‘Number of trades (000) . 


eb aa May. Jun eae 










Feb Mar Apr “May jun Jul Aug Sent “oot ‘Nov ov Dec 03 
Equity diversified schemes launched 
: Since May 2003, 17 schemes launched. In the last 
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renewed interest in the market. The increasing number of new 
demat accounts also shows a similar trend. On a positive note, 
the advancing to declining shares ratio is rising again. 

Are there any depressing signs?: Everyone predicts a ro- 
bust economy. The Institute of Economic Growth talks of a 
6.6% industrial growth in 2003-04 and 8.6% in 2004-05. India’s 
forex reserves have crossed $100 billion and its net external 
debt is dipping. Rating agency Standard & Poor's (S&P) has re- 
vised India’s foreign currency rating to stable from negative. 

But there are areas of concer. interest rates are bottoming 
out. The rise in commodity prices could impact corporate 
profitability. Export growth of 5% in October 2003 was lower 








than the 10% in 2002. The consolidated direct debt of central I 






and state governments will be 84% of the fiscal 2003 GDP Tt 

says S&P will increase further to finance the general deficit. 

which, at 9%, is one of the highest for countries rated by S&P 
One last thing — 2003's growth.appears phenomenal as. 





2002 was a very dismal year. With 2003 as the base, growth may 





be modest. Would that fizzle out the markets? 
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In 2003 while Flis pumped Rs 29,948 crore in all, mutual funds | 
kept booking profits. The net investments of mutual funds for 
the year stood at Rs 181.42 crore 
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Public issues (Equity/Hybrid) in the pipeline (as on 26 Dec 2003) 


Company Amount (Rs cr) 
Sebi approvai received 

1. Brahmanand Himghar “` 3: 4 
2. Chakkilam Infotech 233 
3. l-Power Solutions India an 
4. Maanya Biotech 5 
5. Pochiraju Industries r 


Total 
Offer document filed with Sebi, 
awaiting approval 

Of the 10 issues, Patni Comp. Sys., 

at RS 300 crore, is the only pt one 








Public issues: Rs 1,000 cr and 





above 

1. ONGC 10 ,666. 
2. Bharat Sanchar Nigam 5,000 
3. Reliance Infocomm 5,000 
4. TCS 4,000 
5. Bharat Petroleum Corp. 3,500 
6. Gail India 1,776 
7. Indian Oil Corp. 1,500 
8. Indian Petrochem. Corp. 1,500 
9. NTPC 1,500 
10. Bharat Aluminium Co. 1,000 
11. IBP Co. 1,000 
12. Videsh Sanchar Nigam 1,000 
Public issues: Rs 500 cr & above 
1. Hutchison Max Telecom 700 
2. IDEA Cellular 650 
3. National Aluminium Co. — 600 
4. New Delhi Television 600 
5. CMC 500 
6. Guru Govind Singh Ref. 500 
7. National Fertilizers 500 
8. NHPC* 500 
9. Power Grid Corp. of India 500 





Public issues: Rs 100 cr & above | 


1. Haldia Petrochemicals = 400 
2. Rural Electrification Corp. | 400 
3. Telecommunications ee 
Consultants India — 400 
4. Biocon India 350 
5. Petronet LNG 300 
6. Central Bank of India 300 
7. Eskay K'n’it (India) 300 


8. Dredging Corp. of india 
9, Punjab National Bank 

10. Shantha Biotechnics 

11. Future Software 

12. Sify 


*National Hydroelectric Power Corp. 
** Power Trading Corp. of india 














Company Amount (Rs cr) | Company 
13. Godrej Sara Lee - 200 4. Numaligarh Refinery 


. Nimbus Communications ` 
. Power Finance Corp. a 
. Mahanagar Gas 
PIOI 

. Lord Krishna Bank 

. Mahindra-British Telecom ` 
. Datamatics Technologies 
. Paras Pharmaceuticals 

. Andhra Bank 


23. Development Credit Ban a 
24. Rashtriya Chem. & Fert. | 15. 
25. Bank of Maharashtra | 16. 


. Punjab & Sind Bank 

. State Bank of Mysore 
. AB Corp. 

. B4U Television 

. CMS Computers 

. Curls & Curves India 

. Friends Globe Travels 
. Shoppers’ Stop 

ba 





pers 
| 18. Silveroak Commercials 
|149. 


Public issues: Less than Rs 100 cr- 








5. Oriental Bank of Commerce 
_ 6. Rajshri Productions 

_ 7. Thomson Press 

_ 8. BPL Communications 

_ | 9. EXL Services.com (India) 

| 10. 
| 12, 
13. 


Ceat 

CESC 

GKB Rx Lens 
Gland Pharma 


14. Great Wholesale Club 


Hetero Drugs 
Ma Foi Management Consultants 
Philips Carbon Black 


USV 

. Zenotech Laboratories 

. Bharat Heavy Electricals 

. Engineers India 

. National Insurance Co. 

. The New India Assurance Co. 
. Oil india 

. Oriental Insurance Co. 

. Shipping Corp. of India 

. Sponge Iron India 

. State Trading Corp. of India 
. United India Insurance Co. 
. Bank of India 

. Corporation Bank 

. Indian Bank 

. Federal Bank 

. SET India 

. Star India 


1. Applitech Solutions 98 28 
2. Dena Bank 29 
3. UTV Soft. Communications ! 30 
4. Centurion Bank | 34 
b. ICICI Infotech 32 
6. Omax Autos | 33 
7. Dishman Pharmaceuticals | 34 
8. United Bank of India | 35 
9. Maya Entertainment | 36 
10. Newgen Software Tech. | oe 


11. Manganese Ore India | 38 
12. Amareshwara Agri-Tech | 39 
13. Netvision Web Tech 40 
14. Future Communications 41 
15. Micro Labs | 42 
16. Channel Guide India 43 
17. Software Horizon (India) 44 
18. Maanya Biotech | 45 


Other issues lined up | 
Approximate amount for companies 
(@ Rs 100 crore x 57 companies) 
| = Rs 5,700 crore 

| 1. Food Corp. of India 

| 2, Gujarat State Petroleum Corp. 

| 3. Infrastructure Dev. Fin. Co. 


. Mardia Sons Holdings 
. Atlas Products 

. Coastal Infotech 
Total 


Sub Total 49,997.59 x 
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. Tata Teleservices 

. Daksh eServices 

. Data Access India 

. Rediff.com India 

. Sasken Comm. Tech. 
. Servion Global Solutions 
. SSI 

. WEP Peripherals 

. Barista Coffee Co. 

. Birla Home Finance 
. Crocodile Products 

. Jet Airways 

. Metro Ortem 

. Metro Tyres 

. Milton Global 

. Mohan Clothing Co. 

. MTR Foods 

. secure Meters 

. Shree Ramrupai Balaji Steels 
. Surya Herbal 

. Vins Bioproducts 


GRAND TOTAL 55,697.59 


Source: Prime Database 





it’s perhaps the most cliched phrase in management. 
Mouthed by every management pundit and pounded 
inte our heads from every possible pulpit. Which is, 
z ‘Customer is King’. 


2 Perfect description of the customer of the 80s and 
— 90s. But if one were to study the King, if would become 
clear that he or she has now anointed himself/herself 
as God. Putting pressure on the entire retail chain. 
Every major retailer is fast acknowledging this paradigm 
shift. Say helio to mega malis and mini price tags. 


And face another nightmare - Customer loyalty. 


How do you increase sales, retain customers and attract 
new ones? 


if one were to pose this question te any of the top 
retailers in the world, they would most probably say, 
it's the optimisation of technology. 





Take a close look at mySAP CRM 


SAP the world’s largest enterprise solutions provider, offers a 
collaborative, connected, and people-focused solution — 
mySAP CRM for retail. It is designed specifically for the retail 
industry. Fully understanding the intricacies of the business. 


Only SAP offers everything required to operate an e-tailing 


or even a multichannel retail business in an integrated 


way — via its comprehensive CRM retail product suite, 


the SAP retail merchandise management suite, and the 





mySAP Business Intelligence retail platform. 


mySAP CRM offers integrated capabilities for retail 
marketing, sales, service, and analytics and enables users 
within and beyond the enterprise to track and manage 
marketing budgets and expenses. Because retail profit 


margins continue to be extremely thin, the smallest increase 





in these margins ~ even a couple tenths of a point — brings 


tremendous gain to retailers. 


mySAP CRM also integrates front- and back-office operations 
to ensure maximum coordination of resources across the 
enterprise. Which in turn helps to plan, sell, execute, 


validate, and track customer activities quickly and efficiently. 


It helps retailers gain critical knowledge about their 
customers across multiple sales channels ~ Internet, store, 
and point of sale (POS). It also helps them understand 
and predict customer behaviour, refine marketing strategy, 


increase sales, and reduce costs. 


The solution enables companies to deliver coordinated, 
cost-efficient, relevant, and timely customer-facing 
programs that result in increased customer satisfaction 
and improved profitability. mySAP CRM supports 
dynamic product offerings and real-time personalisation 
via user-selected CRM channels (such as Web sites and a 


customer interaction centre). 


This integration is what makes mySAP CRM for the retail 


industry a unique and valuable solution for retailers. 


For complete details on how mySAP CRM for retail can 
help you become more competitive and customer-centric, 
e-mail info.india@sap.com or call our toll-free number 


1600 445959. 





THE BEST-RUN BUSINESSES RUM SAP 





depth —— 


How to kill the 





Biotech 


industry 


Create a committee 








called GEAC, catch the 


entrepreneur...., P. Hari & Gina.S. Krishnan 


HIS is the story of a bright 
young biotech entrepreneur. 
We dont know enough about 
the person yet but we'll learn as 
we go along. We will assume 
that the entrepreneur is male, 
although we will be sure only by the end. 
He has a Ph.D. in one of the biological 
sciences. He may have studied in the US 
and could even have come to the coun- 
try with the sole purpose of setting up a 
company. He is full of beans. 

The story starts a few weeks ago. The 
entrepreneur comes to India and starts 
talking to friends about ways of setting 
up a company. They tell him that the 
Department of Biotechnology (DBT) is 
the nodal agency for biotechnology in 
India. He goes to the DBT website and 
starts looking for guidelines on setting 
up companies. There are none, except 
an application form for single-window 





clearance. He asks his friends in the in- | 


dustry, and they tell him that the single- 
window clearance system does not 
work yet. 

Our entrepreneur wants to start a 
company that makes genetically-engi- 
neered products for pharmaceutical 
uses. He learns that this area is tricky. 
There are three agencies purportedly in- 
volved: the Drug Controller General of 
India (DCGI), the DBT and a committee 
called the Genetic Engineering Ap- 


proval Committee (GEAC) under the | 


Ministry of Environment and Forests. 






He has never heard of a com- 
mittee called the GEAC, so he de- 


not always trust newspapers to tell him 
the truth. 

The entrepreneur has friends in the 
biotech industry. Some of them know 
people inside all the organisations in- 
volved: the Drug Controller General of 
India’s (DCGI) office, DBT, Shantha 
Biotechnics and the environment min- 
istry. It may not be difficult for him to 
probe the issue. After all it’s a small in- 
dustry where everybody knows every- 
body else. He knows that it’s the best 
way to find out the truth in India. 

He is particularly curious about the 
role of the GEAC. He learns that the 
GEAC was constituted in the mid-1990s 
to look into the environmental safety of 
genetically-engineered products. The 
committee took seven years to clear for 
commercial use Mahyco-Monsanto’s 
insect-resistant cotton, and that 
too only because illegal varieties 

prospered. Does that mean that 
the regulatory agencies have the 
power to stop someone from sell- 


cides to investigate. He does a search 
on Google. One of the first few hits is a 
news story, “GEAC stalls new clot- 
busting drug”. It turns out that the 
GEAC has taken the Hyderabad- 
based Shantha Biotechnics to task 
for conducting clinical trials with- 
out its permission. A Bangalore- 
based NGO had apparently told 
the GEAC that people died during 
the trials. 

It is worrying news for the en- 
trepreneur. His company is going 
to make a genetically-engineered 
product; he does not want anybody 
to tell him later that he has violated 
the rules. But as a scientist he finds 
this news suspicious. He knows 
that people die during clinical tri- 
als, and that the deaths are from 
their diseases and not due to the 
drugs under investigation. He does 
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ing lawful varieties of genetically- 
engineered crops but are helpless 
when people use it illegally? 

The entrepreneur has no inter- 
est in agriculture, but he begins to 
get the drift. And the more he 
learns about the GEAC, the more 
nervous he becomes. He finds out 
that the GEAC had always been 
headed byanon-scientist. Ithas 18 
members, but they meet only once 
in a while, sometimes as infre- 
quently as once in six months. He 
needs quick approvals to beat 
competition. 

He learns that the GEAC is a 
committee in dynamic equilib- 
rium, with members changing all 
the time. It had five different heads 


this year. A friend wrote down all the 
names for him: A.M. Gokhale, 
Sushma Chouwdhary, V.K. Duggal, 









PRODUCT 
Human insulin 
Streptokinase | CEEE 
Erythropoietin 


P ORLEA O ERTE sortase EP AEE Sundries EEI OA EENAA VEE S EE O EE EOE SE A T wap E EE 


Hepatits B vaccine (All 
- recombinant surface antigen protein 
ane 


Human growth hormone | 
Human interleukin 


Granulocyte colony Oo 
stimulating factor (GCSF) 


Granulocyte macrophage | 
colony stimulating factor (GCSF) 


ere 

y-Interferon_ — 
Blood factor Vi PE E 
Follicle stimulating hormone É 
Tissue plasminogen activator | 


Injection - Forte only bone- 
forming drug for treatment 
of osteoporosis in India 





N.B. Chawla, Meena Gupta and now 
Veena Chhotray. Chawla did not attend 


-Eli Lilly 


even one GEAC meeting. Gupta, the of- | 


ficial responsible for raking up the | 
Shantha Biotech issue, did not last for | 


more than a few weeks. 

Several questions run through his 
mind. Isn't the GEAC exceeding its brief? 
It has to see that genetically- modified 
products do not disturb the environ- 
ment during manufacture, but why 
should it be concerned about clinical 
trials? It is clear to him, as to everybody 
else in the industry, that only the DCGI 
should worry about clinical trials. Why is 
the DBT silent? He talks to more people 
and finds out more disturbing things. 

He learns soon that the Shantha case 
has its origins partly in a power struggle 
between the environment ministry and 
the DBT, and partly in a fight for markets 
between several private companies. He 





learns that the DBT officials had been | 
telling companies that it is not really | 


Status of approved drugs in India 
COMPANY 


Kee Pharma, Bharat Biotech ‘International 


| Nicholas Piramal 
x Hemophilia Federation of India 


| Serum Institute of India, infar india 


necessary to get GEAC permission to | 
_ smoothly through these committees 


start clinical trials. Yet there is no written 


rule in this regard. The system of single ` 
window clearance that he saw on the ` forth, 
DBT website was decided in a meeting | 
_ ofall the three regulatory bodies in May ` 
_ ise meetings of the regulatory commiit- 
tion. Why is the DBT reluctant to put ` 
things in print? He now begins to under- | 
stand the gravity of the situation. Only a ` 
few weeks ago he had been worrying | 
about the technological and marketing ` 
challenges before his company. But they | 
paled before the regulatory challenges _ 
that his company would face. He learns | 
there are multiple bodies involved. First | 
_ ofthem had come from abroad. And not 


2000, but there is still no official notifica- 


he has to form an institutional bio- 


safety committee with representatives | 
from both inside the company and out- | 
side. Then comes a committee called | 
the Review Committee on Genetic Ma- | 
_ fists and some others were gritting their 
ulatory bodies: the DBT, the GEAC and | 
biotech industry. = 


nipulation. Then there are the three reg- 
the DCGL. 
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-Eli Lilly, Knoll (Boots), Novo Nordisk, Hoechst Marion Roussel (Aventis), Sarabhai, 
MS Pharmaceuticals, Biocon India, Cipla, Torrent, Shreya Life Sciences u 


i 
i 
i 
i 
$ 
i 
$ 


Johnson & & Johnson, Hindustan Antibiotics, , Malladi Drugs & Chemicals, s x 
USV, Wockhardt, INDON/Zydus Biogene, Alkem Laboratories, L.G. Chemicals, Dr. Reddy's 
Laboratories, Emcure, Dragon Biotech, Kee Pharma,  Ranbaxy, Gi lenmark Lab. 


Neon Lab, Transgene Vaene, VH Bhagat, Smithkline Beecher Bharat Biotech International, | 
Cadila Healthcare, Panacea Biotec, Ranbaxy, Wockhardt, Shantha Biotechnics, intas 
Pharmaceuticals, Serum institute of india, ‘Shreya Life Sciences 


Eli Lily, Elvina Lab, Serum institute, Novo Nordisk, Emcure Pharmaceuticals 


| nye Lederle, Ambalal Sarabhai Enterprises , 


x Rhone Poulenc, Fulford, Dr. Reddy's Laboratories, Cadila Healthcare, Emcure Biotech 


| United Biotech, Fulford, Roche Scientific Company 


x Lupin Labs, Shantha Biotechnics, Fulford (India), L.G. Chemicals, Kee Pharma, Cadila x 
x Healthcare, Nicholas Piramal | 


German Remedies, ‘Boehringer Ingelheim a 


Sou 


It is not as if his application will go 


and agencies. Files will fly back and 
with each trip taking several 
months. His friends in the industry tell 


him that he may have to literally organ- 





tees to push through his application. 
Sometimes the committees meet and 
find that there are not enough members 
present to complete the quorum. 

When we began our search for this 
entrepreneur, we did not think it would 
be easy to track him down. But to our 
surprise we found several like bim. 
Some of them were homegrown, some 


surprisingly, we found some women 
too, And the entrepreneurs were in vary- 
ing states of mind: some were tearing 
their hair, some were clenching their 


teeth. Together they formed India’s 
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“| would 
puy the 
rupee 
over the 
dollar” 


Kenneth Rogoff is 
both a chess 
grandmaster and a 
top-notch 
economist. In an 
interview with 
Businessworld’s 

, ne 
analyses India’s past 
moves and current 
Strategies for 
economic 
development. The 
former chief 
economist of the 
IMF believes that 
the endgame is in 
India s favour 
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rr š S Sas. 


From pawns to policies 
g Graduated from Yale University summa cum laude 


Awarded the life title of international grandmaster by the World Chess 
Federation (FIDE) 


Appointed economist on the board of governors of the Federal 
Reserve System 


Completed Ph.D. in Economics from MIT 
Appointed economist in the Research Department of the IMF 


Appointed associated professor of economics, University of 
Wisconsin-Madison 


Appointed professor of economics, University of California at Berkeley 
Received fellowship from the Econometric Society 


Appointed Charles and Marie Robertson Professor of Economics 
and International Affairs, Princeton University 


Published Foundations of International Macroeconomics as co-author 
99 Appointed professor of economics, Harvard University 
f Appointed co-editor of NBER Macroeconomics Annual 
Received fellowship from the American Academy of Arts and Sciences 
Appointed as chief economist at the IMF (till Sept 2003) 





ARPIT SHARMA 











lš What major government policies would 
you attribute India’s spurt in growth over 
the last decade to? 

The major driver in India’s success has 
to be the ‘first generation reforms’ that 
were adopted in the aftermath of the 
debt crisis it experienced at the begin- 
ning of the 1990s. It began by actually 
liberalising many sectors of the econ- 
omy far beyond what was needed sim- 
ply to deal with a temporary balance of 
payments crisis, and far beyond what 
the International Monetary Fund (IMF) 
would normally have asked for. The 


gradually over time, not least through 
improved access to education. 

It will not help the rest of the econ- 
omy to hold down the high-growth sec- 
tors quite the contrary. Populist policies 
would be disastrous. 


® What nature of populist policies are 


_ you alluding to? 


If fast-growing sectors like tech boom 
for another decade, there is a risk, in any 
democracy, ofa populist backlash in the 


| form of, say, higher taxes, or, worse, 


country’s leaders used the IMF as a tool | 
(and yes, a whipping boy) to help drive ` 
through important changes on which it | 


might otherwise have been impossible 
to secure the requisite consensus. 

It is notable that the strongest sec- 
tors of the economy, tech and biotech, 
are the ones where heavy-handed gov- 


counterproductive regulation. 
Hopefully, what will happen is that 
the Indian public will look at what works 
(less heavy-headed regulation, more 
openness to trade, more flexible labour 
markets) and extend that to other areas 
of the economy where reform is lagging. 
India has huge infrastructure needs, 


_ and the benefits of growth need to be 


ernment regulation and labour market | 


policies are less of a hindrance, partly by 


nature and partly by design. These high- _ 


tech sectors are also less dependent on 


infrastructure such as transportation | 
and electricity — infrastructure that | 
tion’ reforms are being adopted only 


badly needs modernising and improve- 
ment throughout India if economic 
growth is to spread to other sectors. 

Economic convergence is a very 
powerful force, and only horrible pre- 
1990s economic policy kept India from 
moving faster towards catching up with 
the industrialised world. 


m Though the last decade has seen high 

growth rates, many feel they are restrict- 
ed to a small section of society. How can 

macro-policies address these concerns? 

It is an extremely difficult balancing act 
to maintain social stability and cohe- 
sion during a time of rapid growth. 
From an economic point of view, the 
best approach is probably to keep play- 
ing to ones strengths, hoping to expand 
opportunities to the entire population 


“Some day India may be 
forced to choose 
between slower growth 
and the risk of crisis, 
unless the Budget 
Situation is brought 
under control” 


shared more broadly. But most ofall, In- 
dia is scarred by deeply misguided eco- 
nomic development choices (overly in- 
fluenced by the Soviet model) that were 
being made before reforms began in the 
1990s. And because the ‘second genera- 


very gradually, many elements of the old 
way of doing business still linger. Never- 
theless, India is still on a good track. 


_ © Going forward, what needs to be 





_ addressed to ensure growth? 
| [have already spoken of the importance 
| of infrastructure development. Supply- 
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KENNETH ROGOFF 


ing water, transportation and electricity 
to arapidly growing population is going 
to continue to be a challenge. 

India’s labour market laws are badly 
antiquated. The flexibility of the US 
labour market has been a key driver in 
that country’s success over the past 
decade. Even countries like Sweden 
have taken great pains to adopt more 
flexible labour laws and many Euro- 
peans regard labour market rigidities as 
the euro zones greatest challenge. India 
needs to do the same. 

Globalisation has brought many 
benefits. But it also means a faster 
changing world, and businesses need 
the flexibility to adopt, including greater 
freedom to hire and fire workers, and 
freedom.to reorganise the workplace. 

And whereas I know that it irks many 
people in India to hear that your coun- 
try’s persistent government Budget 
deficits are a problem, the fact is that 
they are. Some day India may be forced 
to choose between slower growth and 
the risk of crisis, unless the Budget situa- 
tion is brought under control. The up- 
coming election is not likely to inspire 
Budget discipline (it certainly has not in 
my country, the US), so it will be a prob- 
lem for the government to confront af- 
ter elections. 


E The world’s engine of growth is driven 
largely by the US. Do you see a shift 
occurring to other economies? 

India and China will certainly pass Eu- 








rope in global economic importance 
sometime this century. The US, which 
still has a growing population, is likely to 
retain its leadership role, albeit at a less 
dominant level. 


© The unemployment and growth status 
of the US has been attributed by some to 
the competition from emerging nations. 

What view do you hold? 


This is nonsense. Trade with emerging | 


markets like India has been one of the 
main drivers of the US’ phenomenal 
productivity performance. It has also 
been one of the primary forces in help- 
ing central banks of industrialised na- 
tions maintain low and stable inflation. 

So far, the emergence of India and 
China on the global scene has been a 
boon to industrialised country con- 
sumers. It has helped US firms to main- 
tain high rates of productivity growth. 
And did I mention immigration policy? 
The US has been a spectacular benefi- 
ciary of India’s emigrants. 


E But still, the opposition to outsourcing 
contracts has increased. Are these 
reactions temporary, or do you expect 
this backlash to rise over time? 

I hope not. Fortunately, the US econ- 
omy is now booming, and this should 








KENNETH ROGOFF 





“Over the long term, 
India’s exchange rate will 
Surely appreciate, and 
massively, as it catches 
up with the rest of the 
world in productivity” 


greatly dampen protectionist forces. 
lam very glad the US administration 
has now rescinded its steel tariffs. Even 
though it did so under the threat of 
WTO-approved retaliation, I believe 


that there were many inside the admin- | 


istration who recognised the steel tariffs 
as the catastrophic mistake they were, 
thus, representing an abrogation of the 
moral leadership of the US in trade. That 
is, the WTO provided political cover al- 


lowing the administration political | 


cover for ‘doing the right thing’ — much 
like the IMF and India in the early 1990s. 





E What is your outlook for the US 
economy now? 

The economy seems tuned to boom 
through the November 2004 US presi- 
dential election, fuelled by massive fis- 
cal stimulus, very easy monetary policy, 
and a record-breaking string of current 
account deficits 
abroad). I think I got it right when last 
September, at the IMF/World Bank 


| meetings in Dubai, I said: “The United 
_ States is enjoying the best recovery that 


money can buy.” 

What happens after the election, 
when the economy wakes up with a 
hangover and huge debts, is much less 


(borrowing from | 


clear. I expect growth to slow down dra- | 


matically to something like 3.25% in 
2005, as interest rates rise and the bor- 
rowing cycle is reversed. 


E The US dollar has been weakening 
against the rupee for some time now. Is 
this representative of a long-term trend? 
The appreciation is partly due to capital 





this in country after country, and it will 
happen in India as well. It is a process 
that only plays out over many decades. 


© The current rupee appreciation is seen 
as a factor against the exports driving 
the Indian economy. Are efforts to 
control the rupee-dollar rate warranted? 
If there are pressures for the real rupee 
exchange rate to appreciate, then at- 
tempts to fix the exchange rate will ulti- 
mately lead to much higher inflation, al- 
though the process may take several 
years. | think we are starting to have la- 
tent inflationary pressures of this type in 
China; with a fixed exchange rate and a 
25% increase in the money supply, 
something has to give and if it is not the 
exchange rate, it is going to be price in- 
flation. Russia, by the way, is further 
along the curve in this process. Its rela- 
tively high (double-digit) inflation rate 
could be tamed by allowing faster cur- 
rency appreciation. 

India’s exchange rate policy has 
been evolving over time in a good direc- 
tion, both allowing more flexibility and 
allowing two-way exchange rate move- 
ment. Over time, I expect India’s policy 
to look more and more like Canada’s. 
The Canadians resist short-term fluctu- 
ations, but do not try to resist market 
trends indefinitely. 


S What are the strong currencies of the 
future going to be? 

I predict that by the end of this century, 
the rupee and yuan bond markets will 
both be much larger than those of Eu- 
rope, and that the currencies of both 
countries will appreciate sharply. Brazil 
is doing very well, but is likely to eventu- 
ally join a currency union with the rest of 
Latin America and, possibly, the US. 


_ E Between India and China’s currencies, 
_ if you were to go long on one, which 


flows out of the US that the world is ex- | 


periencing. I believe the dollar has to go 
down even further, and that in the long 
run (2-3 years), some of the effect of the 
dollar depreciation ought to fall on Asia. 

Over the long term, India’s exchange 
rate will surely appreciate — and mas- 


would it be? 

I would take either currency over the 
dollar. China is growing faster for now, 
but India will likely have some stronger 
years in the decade ahead, not least due 


| to international export of services. In- 


sively — as it catches up with the rest of | 


the world in productivity. We have seen 
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dias financial system is stronger and 
more sophisticated than China’s, its 
Central bank further down the road to- 
wards an inflation target instead of an 
exchange rate target; both factors make 
it less vulnerable to a crisis. x 
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HE good old Hawaii chappal. 
Something our mothers war- 
ned us never to wear when we 
stepped out of the house. It 
even used to be called ‘bath- 
room chappal’! No more. The 
rubber chappal in its ‘cool’ new avatar is 
being worn fearlessly and fashionably 
by young people, everywhere! 

Of course these aren't the chappals 
with the thick blue straps that anyone 
over 30 remembers. Today’s chappals 
are colourful, with funky prints, beaded 
straps and even new shapes. But essen- 
tially they are still rubber chappals. 

The rubber chappal is an example of 
how an old product can be reinvented 
— and sold at a premium. How the old 
rules simply dont apply to young peo- 
ple, and should, therefore, not be ap- 
plied to researching them either. 

Imagine using conventional market 
research to find out if these chappals will 
have a market. You'd ask 500 respon- 
dents aged 15-24 to rate and rank Com- 
fort vs Style vs Price. But no question- 
naire can predict whether product A or 





B has the ‘coolness quotient’ so neces- | 


sary for success in the youth market. 


What's ‘cool’ anyway? “It used to be ` 


personality-based. James Dean, hepcat, 
anti-establishment attitude in denim,” 
says Sharon Lee, co-founder of the Los 
Angeles-based marketing firm Look- 


Look, which is in the business of “seek- | 











The alpha consumers of today 
indicate what will probably be the 
big thing a year hence 


ing cool”. “For young people now it’s | 


pure raw emotion... it's anything that in- 


spires you to think ‘I want that... because | 


it fits me so well’. It can be a person, a 
product, a place, anything.” 


dian teen-to-early-20s middle class has 
enormous spending power. But where 
are the products or the advertising mes- 


sages that appeal to their sense of cool? | 
In the unorganised sector. Walk into a | 


college today and everyone's wearing 


jeans, but no two pairs are alike. Brands | 
| as alpha consumers — start talking or 


don't matter as much as differentiation. 





At the hole-in-the-wall boutiques off | 
Linking Road or Sarojini Nagar there's | 
always something new to come back for | 


next week. The bigger players with in- 


ventories and production planning to | 


worry about can't keep up. And even if | 


they desperately want to, what kind of 
research is going to tell them how to be 
and, more importantly, stay cool? 


| 
| 
| 
| 
I 


the US and the UK. As Lev Grossman 
wrote in Time magazine: “Cool may be 
our countrys most precious natural re- 
source: an invisible, impalpable sub- 


| stance that can make a particular brand 
The 20 million-25 million-strong In- | 


of an otherwise interchangeable prod- 
uct— sneakers, a pair of jeans, an action 
movie —fantastically valuable. And cool 
can be used to predict the future.” 
Grossman goes on to explain the 
principle used by the outfits that spe- 
cialise in trends research: “When cool 
people — a group known to marketers 


eating or dressing or shopping a certain 
way, non-cool people will follow them. 
Watch the cool kids, the alpha consu- 
mers, today, and you can see what every- 
body else will be doing a year from now.” 

Trendspotting is less of a science 
than an art, and it has spawned compa- 
nies like Iconoculture, Agent X and 


_ Ad*itive, that recruit thousands of young 


Quantitative research is futile. Focus | 


groups limited. What marketers need is 
a non-intrusive means of plugging into 
what the ‘seriously cool’ or innovators 
among youth are doing now to figure 
out what could be the ‘next big thing’. 


Trend analysis is serious business in | 


í 
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trendsetters from diverse backgrounds 
to get updates on what's cool. These are 
compiled and cross-bred with other da- 
ta (census, opinion reports) and distilled 
into information marketers can use. 
Mainstream companies are taking 
these ideas seriously, and Procter and 


Gamble, US, has set up the website 


| little intrinsically exciting about its 


tremor.com. The concept is deeply in- | products. But if Levi's India with its new 


spired by Malcolm Gladwell’s Tipping | 
Point theory, where ‘connectors’ are the | 
| uct message, it will have far greater suc- 
ucts from a small group of innovators | 
into the larger mainstream. Tremor says | 


links that transport new ideas and prod- 


it has “cracked the code to teen word-of- 

mouth marketing” with its carefully cho- 

sen network of 200,000 ‘connectors’. 
Problem is, you cannot use connec- 


tors to transmit the same old mundane | 


products. The viral marketing principle 
has been used successfully in In- 
dia by small companies with big 
ideas. Take Tantra T-shirts. It 
pioneered desi T-shirts with atti- 
tude. Even with zero advertising, 
Tantra caught on like wildfire on 
campuses. Or take JAM maga- 
zine. It grew from a garage pro- 
duction to 25,000 an issue by us- 
ing a network of JAM Bureaus in 
300 colleges in India. 

On the flip side, Esprit’s at- 
tempt to create a buzz by recruit- 
ing brand ambassadors along 





concept of ‘reversible’ clothing were to 
try using connectors to spread its prod- 


cess. Completing the ‘circle of cool’, the 
network of alpha cool consumers could 
be a hunting and pre-testing ground for 
Levi's next big product idea. Or cult ad. 
Which was the last path-breaking 
made-in-India youth ad you can re- 
member? Agencies are taking the easy 
way out (“My ad is on MTV or [V], so its 
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cool.”) rather than creating campaigns 
that are actually cool. In me-too land, 
every product in every youth ad gets you 
the girl/boy of your dreams, or tries to 
make you laugh by being clever (and 
usually fails). Creatives need serious 
help in decoding the language of cool! 
In conclusion, trends analysis may 


| seem most precious to clothing and 


lifestyle brands, but any youth marketer 
can seriously benefit from it. Take the 
growing numbers of youth joining Art of 
Living. Could “rock satsangs’, a big draw, 
inspire the next [V] popstars? 
Like the Oshos* flooding Co- 
laba, the quirks of a sub-cul- 
ture just might lead to the ‘next 
big thing’. The bottomline: 
drown in a sea of clutter, or 
ride on the wave of cool. 

* If you are reading this, you 
probably don't know what Os- 
hos are and I am not about to 
enlighten you. Cool? a 


The author is an alumnus of 
IIM-A and founder-editor of 
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= Bri nds don’t matter any more, looks do > 


similar lines failed as there was popular youth magazine JAM 
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For one of our clients, Perfect Relations, which is South Asia's best image management consultancy, 
we have new openings. With a network of 16 wholly owned offices across India, Perfect Relations is 
uniquely placed to provide region focused communication campaigns that are customized to clients 
across industry segments. With a talent pool of over 220 professionals and as advisors to over 50 
clients, both national as well as global, Perfect Relations has unmatched resources and know-how to 
offer solutions ranging from mission critical projects, evolving enduring image, to strengthening brand 
equity. To add to this talent pool they are looking for: i 


Public Affairs Consultants (2): Either former Government officials who have worked in economic 
ministries or someone well networked with Government Departments. 


Senior Client Managers (4): 3-4 years experience, in designing and delivering any kind of marketing/ 
communication plans for corporates. Excellent English and understanding of business environment 
are a must. PR experience NOT a must. 


Associate Managers (5) & Trainee Executives (6): With 1-2 experience or fresh MBAs with abilities 
to implement communication plans for corporates. Job requirements include writing press releases, 
coordination with media and organizing events/press conferences. Excellent English is a key 
requirement. High growth prospects exist. 





PeopleWorkshop 


Meeting the special human resource needs of the communication industry. 
For all the above positions you need to send a one-page (note: no longer than one page) resume to: 
resumebank @ppl-workshop.com 


—_ 
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Mala Bhargava is with 
Cyber Media and edits 
Living Digital. 

You can email her at 
malab@cmil.com 








Fake 
news, 
unans- 
wered 
queries, 
useless | 
trivia, and - 
more for 
those 
with time | 
to kill | 








The lighter side 





HE start of a new year is quite pos- 





sibly the only time I have official li- | 


cence to be frivolous. Or perhaps 


it's just that all the editors are away | 
on holiday and just won't notice. Ei- | 


ther way, before getting back to the business of 


gadgets and technology for the year, I intend | 


taking you on a deliciously useless journey of 
some of my current favourite time wasters on 


the Internet. Perfect for times when you wanta | 


break from work. 


You could start your day with some news. | 


Fake news, that is. A satirical website at borow- 
itzreport.com Calls itself the New York Post and 
serves up the funniest ‘breaking news’. Today it 
says: “Saddam still captured — says Bush. Ap- 
proval ratings re-surge on re-announcement’. 


| A full report follows. There are other news 


items: Mad Cow Linked to Al-Qowda, Ridge 





of the Internet 


You can take a trivia break at uselessknowl- 
edge.com. For instance, did you know that the 
tradition of celebrating New Year started some 
4,000 years ago? There are a lot of sections here 
including ones on funny quotes, on strange 
(and often gross) questions, interesting facts, 
etc., to spice up your coffee break. 

Of course, some of the funniest things in life 
happen to be in utterly bad taste. You'll find a 
lot of that at ananova.com. If you're not squea- 


| mish about the atrocious and outrageous, 


check out this strange news site and the blue- 


_ haired blinking virtual newsreader Ananova for 


raises alert level to Well Done. Gadaffi to Give | 


Up Smoking, opens Libya to Ashtray Inspec- | 


tors... If you haven't had your fill of Saddam 


| jokes, visit the political humour site at | 


http://politicalhumor.about.com/library/im- 

ages/blsaddampictures.htm where there are a 
lot of pictures and jokes about everyone — de- 
pending whose side you are on. These are guar- 





anteed to start your day offon an amusing note. | 


Why is it that your boss thinks all your ideas 
are lousy, until his boss has the same idea? Why 
do most bosses think that the best reward for a 


had a club, would they ever have a meeting? 


These and other funny questions have been | 
collected at gadzillionthings.net. They are en- | 
tertaining — and unanswered. Of course the | 
authors of the site believe that an unanswered | 


question is better than an unquestioned an- 
swer, so that’s something to think about. You 


_ job well done is more work? If procrastinators | 








could also use them to annoy your friends on | 
SMS. If you're feeling sorry for yourself, try | 


whichisworse.com. Which is worse: burning a 
dinner intended for your sweetheart or eating a 
dinner burnt by your sweetheart? This and 
worse could fix your perspective for the day. 


an offbeat look at what’s happening in the 
world. There are some rather nice ‘picture sto- 
ries’ and on the quirky side there are stories 
about how a man in Northern India eats lizards 
for the thrill of it, how a woman ran down a 
street naked just to get back at her husband, 
how a shopper found £15,000 on the floor, how 
an Indian couple became well known for dri- 
ving everywhere in reverse. 

BBC radio used to be endlessly absorbing 
listening when I was growing up. I remember 
most fondly their comedy programmes includ- 
ing the wonderful Just a Minute and I Haven't a 
Clue. All of these are being re-broadcast on Ra- 
dio 7 online at www.bbc.co.uk/ 
radio/aod/bbc7.shtml#. The perfect way to 
shut yourself in — or the world out — with your 
computer. And if you're nostalgic about the old 
BBC radio panel game 20 Questions, you can 
play it in electronic form at www.20q.net It is 
meant to be an experiment in artificial intelli- 
gence and the program that asks you questions 
is supposed to get smarter as you keep playing. 

[fall this doesn't perk you up, mull over your 
biorhythms at bio-chart.com, where you can 
see what you should be feeling according to 
your body clock — that is, if you believe in that 
sort of thing. 

And finally, as they say on NDTY, you can al- 
ways liven things up at webshots.com to give 
your desktop a spanking new look every day for 
the rest of the year! ‘sa 
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Are the efforts of a company 
doctor in holding the health 
line of employees evident to 
managers? Going by Kamat’s 
experience, they aren't 


MEERA SETH 


R Uday Kamat came down the stairs of 
City Care Hospital and switched on his 
mobile. Sixteen missed calls in 30 min- 
utes. It would be unfair to check them for 
order of importance, he mused, as they 
were all likely to be relatives of those in- 
volved in accident. A huge crowd of peo- 
ple was waiting in the area marked ‘Families of Lexicon’. 
Within moments, they identified him and the rush of voices 
and arguments took over. 

“What is this doctor, is this the way a company works?” 
“Where is the list of the injured and where are the kids?” “Why 
aren't we allowed to meet them, what are you doing, why 
didn't you call us, who is responsible?” Surely, the driver must 
have been drunk!” Dr Kamat calmed them down and extri- 





cated himself from the hands and voices. “First sit down, so | 
that you can see me and I can see you,” he said gently. “And 


please, it is 6:00 a.m. So let us talk softly. 

“There is not much to worry about. All 15 families are safe; 
I have checked on each one myself. Except for the two man- 
agers, the rest are in perfect shape. They are being discharged 
in a few hours. Only Gaurav Kher and Rajendra Nath have 
fractures. But don't worry, they are doing quite well.” Kamat 
then sent around copies of the list which had room numbers 
and floor numbers. “You will all need to change into special 
footwear before you go up to meet your families.” 

After they left for their respective rooms, Kamat sank into 
one of the chairs and took deep breaths. The night had been a 
long one. The 15 families, who had gone on a weekend office 
picnic to a hamlet on the outskirts of Mumbai, were returning 
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on Sunday night when the bus rammed into a stationary truck 
and the resultant jolt had thrown them all off their seats. The 
ones who were standing and singing had been flung around 
and had suffered fractures. “Fortunate, very fortunate that the 
damage had been minimum,” he thought. , 

As agreed, most families came back in half an hour, some 
relieved, some very agitated. “My husband is in a lot of pain,” 
said Mrs Kher. “Nobody is attending to him! I want him moved 
to another hospital just now!” Her father, who stood nearby, 


| also raised his voice: “We are well connected to find beds in the 


best hospital; in any case, the company is paying, so why hesi- 
tate? We want the discharge papers now. I will speak to my 


| MLA and have a room ready for him in 10 minutes.” 


Kamat knew all this. He said, “Please don't panic. The pain 


| isnatural, Gaurav is fine. He has been given pain killers; in two 
| hours the pain will be a lot less.” 


“Pain is natural?” shouted Mrs Kher. “You talk so insensi- 
tively! The pain has been caused by the accident! Who decided 
on the bus provider? Did the company check the driver's cre- 


| dentials? Is this the way for a company to work?” 


Kamat had a tough time calming her down. But she per- 
sisted on moving Gaurav to Welcare. Shaking his head Kamat 
said: “That I will not allow. Sorry. The fracture is bad, besides, 


| there is stress on his lower back too. This is a good hospital; I 


know the doctors here and I can vouch for their goodness.” 
“Will the company take responsibility for all this?” asked 


ANTHONY LAWRENCE ⁄ 
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here. Give me his number, I want to talk to him!” 

Just then Vinay Rao, the human resource (HR) head, 
walked in and the waiting families grabbed him taking him to 
be the chairman. Rao was completely taken aback. As soon as 
he deciphered what they were saying, he said in a severe voice: 





“I am surprised at your attitude. These people have been | 


brought in only three hours ago, we, too, need time to estab- 
lish what is what. Please get a hold over yourselves!” 

That they had been brought in only three hours ago was 
cause for further shock and agitation. “What!” yelled one. “The 


accident happened at 11:00 in the night! Why did it take the | 


company so long to react?” Kamat explained that the accident 


had happened on the outskirts and one of the managers in the | 


bus had called him from his mobile at midnight. He had im- 


mediately rushed there with six ambulances and four doctors. _ 


“There are no hospitals in that area, and they were brought 
here at 2:45 a.m.” 
“And you, Mr Chairman, are coming now after breakfast!” 


said one person. Rao was even more annoyed by now. “Please | 


do not talk abusively!” he said in anger even as Kamat gestured 


to him to be calm. “As for the chairman, he was here at | 
3:00 a.m. and left only at 4:30 a.m. And now please compose | 


yourselves, Dr Kamat and I have to talk.” 


By 9:00 in the morning, some sense of peace and quiet had | 
descended on the families as they speculated on what had | 
happened. As they rushed around procuring the discharge | 


letters, Kamat’s  next-in-command at Lexicon, 
Dr Anandi Iyer, walked in to take over from him. “Nothing seri- 
ous mercifully. Make sure the discharge papers are made out 
quickly. Kher has a broken thigh bone, which has been taken 
care of. But his lower back is strained. I have asked for him to 
be X-rayed, just in case. Give me a call and update me. I have to 
go see Raghav Vaidya’s uncle. Looks like an emergency. I will 
come back as soon as I have had his tests done.” 


UST then, ignorant of all this development in Mumbai, 
Param Kohli, a director on vacation in Goa, called Kamat 


her father. “Why isn't the chairman here? He should have been | 


phoric state when accidents, even road rages, are triggered off. 

Next day, Kamat learnt that Shail’s car was overtaken by 
another late night reveller, which led to a skirmish between 
them. Words led to fists and Shail ended up with a broken jaw. 
Shail had to be put on braces. As he sat examining him now, 


_ Shail showed him a note he had scribbled: “You have to make 











and said that the father of one of the senior managers | 


was being flown from Jabalpur to Mumbai: “Make sure 

e gets a bed in Breach Candy...” Kamat, aware that he was 

tired, sought to keep his calm. “Breach Candy is full, I know. 
Let me check the other hospitals.” 

“No Kamat, that won't do,” said Kohli. “Sinha is a senior 
manager and you have to network and get his father into 
Breach Candy. Pressure daalo baba! What are you there for? 
His father happens to be a dear family friend too.” 

En route to Vaidya’s, he contacted the Jabalpur family, then 
stopped by at Shail Ranjan’s house in Mahim to check his 
braces. In any case, he needed to give time to Dr Kini (the 
nephrologist) to reach Vaidyas Bandra residence from Colaba. 
Moreover, the previous day, Shail’s boss, the marketing head, 
had called, saying: “Usko jaldi theek karao... we have a major 
launch coming up in 10 days.” What a day! he mused. 

Last week, there had been a farewell party for a colleague. 
Knowing that Shail was driving, Kamat warned him not to 
drink. Shail laughed and said: “Nahin boss, just one drink, 
kuch nahin hoga. It’s only 7:00 p.m. now.” Kamat knew that 
this was exactly the prelude to a problem — the half drunk, eu- 





| 


| 
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me well somehow, I have a launch to work on! 

“Of course, I will,” said Kamat, “at least so that as soon as 
you are well, I can break that jaw of yours again! Idiot! Hadn't I 
warned you not to drink? If you had been sober, you would 
have been alert to what was happening around you! You 
wouldn't have stuck your chest out and behaved like a modern 
day Robin Hood.” 

Kamats job as vice-president (medical health) at Lexicon 
India was at most times not very pleasant. Juggling seniority 
and seriousness was not easy. And each one called him with 
such urgency! Just then his wife called him on the mobile. 
“Where are you?” she asked. “You went offin the middle of the 
night and you havent called us at all. I am worried!” Ka- 
mat smiled into the phone: “I am driving now, 
baad mein phone karta hoon.” 

“What kind of job is this?” she mumbled. 
“A regular doctor can close his shop at 8:00 
p.m. and go home, but here, you are 
called out even at 12:00 in the night!” 
Kamat would have agreed with her, 
but that would mean more talk from 
her, so he reassured her and hung up. 
This was the mosaic of his life. How 
was he to explain the dilemmas of 
his job? 

Now why was he rushing off to 
see Vaidya? Seventy-five-year-old 
Vaidya had a kidney problem and had 
been ailing for some time. This morn- 
ing, amid all the confusion of the acci- 
dent, Kamat had received a call from 
Raghav Vaidya, a director at Lexicon. Raghav 
asked Kamat to ‘rush there with a good doctor’. 
“There is a lot of water logging and uncle is in se- 
vere pain,” said Raghav, “but first just go there with the 
best doctor no matter what his fees are!” Kamat was in a fix. 












| Knowing Vaidya’s problem, he suggested it was better to have 


him taken directly to the hospital for tests. Besides, he had to 
be at City Care, that was serious too; but Raghav was insistent: 
“Oh no, uncle is old and he will panic. Dont even suggest it to 
him,” he ended, playing hobby psychologist. 

Raghav knew about Kamat's preoccupation with the acci- 
dent, but he was busy and had a whole delegation sitting with 
him and could not leave work to take his uncle for tests. So Ka- 
mat spoke to nephrologist Dr Kini, who also felt that given his 
age, Vaidya should be brought to the nursing home. “That will 
be faster as we can investigate there easily,” said Kini. 

Kamat was caught between a senior manager, his em- 
ployer and a senior doctor in his profession. It was evident that 
with his symptoms — uncontrolled diabetes, oedema, high 
blood pressure — uncle Vaidya would have to be hospitalised. 
“Can you help me?” Kamat finally put in a word to Kini. I will 
be grateful if you can come with me to his home, take a look 
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and, then, if you decide, we will take him to the hospital. 

Kini checked his diary and groaned: “I have six patients 
coming in; if I accompany you, I will have to cancel six ap- 
pointments!” Meanwhile, Raghav called again, “What have 
you done about my uncle? I am waiting for the news!” Kamat 
looked up at Kini and said: “Senior manager hai, panic mein 
hain... uncle old hai... he does not understand, so....” 

The professional brotherhood was such that Kini called 
his secretary and asked her to call the patients and delay their 
appointments by an hour each. He then agreed to meet Kamat 
directly at Vaidya’s residence. Braving the Mumbai heat, the 
two doctors reached Vaidya’s home by the appointed hour. Af- 
ter preliminary check-ups, Kini said: “He must be moved to 
the hospital, we need to investigate!” This was exactly what 
Kamat had suggested, but when it came from Kini at a cost of 
Rs 5,000 for a house call, itwas more marketable, he rued. 

By the time they had finished with Vaidya’s tests at City 

Care, it was past 4:00 p.m. Meanwhile, all those who had gone 
on the trip had been discharged save Kher and Nath — 
S who, Kamat felt, had better stay back fortwo more 
A days. Mercifully, everything had been under 
ae control thanks to Anandi’s efficiency. Kamat 
called Raghav and apprised him: “We just 
finished all the tests. Yes, there is 
oedema, and we are medicating him. If 
there is no improvement by tomor- 
row, we will have to hospitalise him.” 
“Good,” said Raghav, “keep a 
close watch and keep me informed.” 
Kamat smiled a wan sile. That 
same stock line again: Fire in the fac- 
tory! Keep me informed. Televisions 
did not sell! Keep me informed. 
Oedema being controlled.... Keep me 
informed. These managers responded 
to information like robots. 
| x Kamat then went to see Kher. Kher's 
A wife was once again annoyed that he had 
à not been there all day, unhappy with the ser- 
Š vice at the hospital and so forth. For her satisfac- 
tion, Kamat called the head nurse of the floor and reit- 
erated that his patients had to be promptly attended to. But 
Mrs Kher added that what was the use since Khers pain was 
not reducing. Kamat then asked to see his X-ray reports and 
found that there was a swelling on the lower back. “He might 
need traction for a few days,” said the attending doctor. 

Mrs Kher flew into a rage. “You are telling me this now? 
How come you didn't notice this in the morning?” She now in- 
sisted with greater vigour that Kher be shifted to Welcare. 

Kamat’s thoughts were a whirl. “Let us wait for a day,” he 
suggested. “With the swelling, it is not sensible to shift him 
around and you know our roads are so bumpy. What if he suf- 
fers a slipped disc?” She would hear no further. Calliñig her fa- 
ther she said: “Now they are saying he can have a slipped disc; 
we must get him out of here no matter what!” In the next two 
hours, her father got permission and Kher was moved out to 
Welcare, much against Kamats and City Cares advice. 

At 11:00 in the night, when he reached home, an enor- 
mously angry Vinay Rao called. “What do these people think 
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the company is?” he said, obviously referring to the angry fam- 
ilies who had been calling him to have the driver arrested. “I 
gave them a piece of my mind! Arre, did I tell them to go ona 
picnic? Tomorrow, they will blame me if their children fail ex- 
aminations! Company, company, company! What do they 
think we are? Magicians? That Kher woman drove me up the 
wall, had some MLA call me! And where did you disappear? 
Vaidya ko aaj hi dekhna tha? Couldn't that have waited? Arre 
director ka uncle hai to how does it become my problem? | 
have a huge seminar coming up next week, what all am I to do? 
Now she has gone and shifted him to a different hospital. If 
anything goes wrong Uday, we are not responsible, let me 
make that clear!” 

Kamat popped a Wrigleys’ chewing gum into his mouth. It 
kept his stress under control. He was painfully aware that Rao 
was shooting his mouth off during a crisis. Patiently, he ex- 
plained whatever he could at that exhausted hour in the night. 
“Vinay, be calm please. You are losing your cool too easily 
these days. Shall I send you a tranquilliser?” he asked attempt- 
ing humour. That calmed Rao, he even grinned. But presently, 
he had more worries. “And what have you done about Ashim 
Das? He has still not reported for work! Kuch karo yaar!” 


CCIDENTS, and situations like Vaidya's, were occa- 

sional. But the daily trysts with managers and staff 

taking ill or needing help was completely different. 

Funnily, it made their bosses more anxious and im- 
patient. In such situations, Kamat wondered who needed 
medical assistance — the ill subordinate or the frantic boss. 
Today, he was the caregiver at work for these numerous man- 
agers, who were being posted randomly in different towns 
and who were unable to be with their parents in the time of 
need; so, he, Kamat, filled that gap as he built bridges between 
anxiety and information, networked with doctors across the 
country in small cities and towns to make sure relatives of Lex- 
icon managers were well looked after medically. In return for 
such separation, the company paid these men and women 
enormous amounts of money and provided them with com- 
forts, so that anxiety, too, need not be borne by these man- 
agers. Kamat bore it for them. But in the process, these people 
never experienced the relief that came from knowing a dear 
one was well after all; as a result, some of them — like Raghav 
Vaidya — did not thank doctors and caregivers. 

But now, there was Ashim Das, brilliant, soft spoken and 
highly rated. Thirty-three year-old Ashim Das was a senior fi- 
nance manager. Last week, Das left work early on Thursday 
saying his son was unwell. It annoyed his boss, the CFO, who 
had a public issue coming up and the financial institutions on 
his back “doing the tandav dance!” He had cried asking Kamat 
to ‘cure’ Ashim soon. 

Kamat knew what Ashim’s ‘problem’ was. It was part of the 
same continuum that included Shails. These young men — 
Lexicon had many of them — were climbing faster than they 
expected to in life. While the brands they used, be it colognes, 
shoes or choice of restaurants, were getting better, their ‘per- 
sonal’ brand was not keeping pace, he felt. Body is improving, 
but not the mind, he mused. The chairman always gushed at 
meetings with the management committee: “The drive and 
energy of this generation is marvellous...!” 
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But at what cost, wondered Kamat. They were overreach- 
ing, they were overstretched and, in return, they get more than 
they expected. So they had become more demanding. The 
overstretching made them aggressive, short tempered and 
crude of language, like Shail. But Ashims was a different story. 

Ashim, unlike his aggressive colleagues, was at the other 
end of the scale. Kamat had noticed a strange coincidence 
among managers like him. When overdriven and unable to 
perform, usually one of their family members took ill. On Fri- 
day, he had told Vinay Rao: “You are driving them from the top, 
goading them with rewards and punishments... making their 
careers the focal point of their lives! You push all you can, they 
pass on the push, but feel the pressure a lot, anxious that 
things should happen now, immediately, exactly as needed... 
there is a mad sense of urgency. But as we push harder, the 
body and mind have to keep pace. Truth is, they cant always.” 

For Kamat, in his 22 years, had seen some trends and 
learnt to react according to his hunches. In Ashim’s case, his 
hunch was that he needed a breather. So, on Friday, when 
Ashim had still not returned, the CFO called Kamat and said: 
“Boss, you will have me killed. What is the story on Ashim?” 

Kamat had, in fact, called Ashim on Sunday night to check 
about his son. “No problem, I had taken him to the doctor,” 
said Ashim. “Oh no, you dont need to get involved now, if I 
need help I will call you.” Explaining this to Rao, he said: “He 
needs this time, so wait it out please. If there was something 
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really serious, he would have called me 20 times by now. You 
are an HR man Vinay, these are things you must be alert to. Son 
is not well, wife is not well, these are signals that there is too 
much for them to cope with, so they will yield to the one that 
they want a breather from. Like if the home pressures are too 
much, they will work late. Either they do not want to face the 
issue or want to buy time; just what I said, body and mind can- 
not keep pace. They need a breather. In such situations, it is 
best that I don’t get involved immediately, unless Ashim calls 
me for help.” 

But the CFO was not satisfied. Pooh-poohing this reason- 
ing, he urged Kamat to call and revert by the end of the day and 
said: “In other words, he is shirking his duty! He is supposed to 
be here, but he is hiding at home!” 

“That,” said Kamat, “is an ordinary way of looking at the 
situation. What he is doing is not an immoral dereliction, buta 
morally-driven search ofa breather. Why do we always look for 
physical symptoms of illness? The mind is a great barometer; 
before the body gives up, the mind sends alarm signals, you 
can fight it, but the result will be a breakdown of physical well- 
being. Or you flee like Ashim has done. The result will be that 
he will get to recuperate and prevent a physical breakdown.” 

So Kamat had to play god: save Ashim embarrassment, 
save the office the truth, which they wont find palatable. Sure 
enough, Ashim was back at work on Tuesday. 


HIS haste to ‘get back to run the track’ was so annoy- 

ing that Kamat felt his role was merely decorative. 

Like the CFO saying: “Usko jaldi laao, I need him 

here!” Or the marketing head saying: “Shail ko jaldi 
theek karao!” What was he, god? 

That he was not god came home to him when he visited 
Kher at the Welcare hospital, where he had been shifted. Kher, 
they said, had developed a serious slipped disc possibly dur- 
ing the shifting from City Care. “That vertebra was swollen 
when he was brought here,” said the Welcare doctors. 

Mrs Kher and her father raised a huge hue and cry. “We 
were saying all along that City Care was negligent, we will sue 
the company for this delay!” Kamat did not think it was appro- 
priate to tell them: ‘I warned you’, but Vinay Rao did that for 
him. “You were hasty and did not heed our advice,” he said 
when Mrs Khers father called him to complain. But the Khers 
blamed it on Kamat for not supervising the shifting. “Natu- 
rally, since he did not want us to move him out of City Care!” 

Vinay Rao later spoke to Kamat. “You should have been 
more firm and not allowed this shifting,” he said severely. “As a 
doctor you knew it was unsafe, then why did you allow it?” Ka- 
mat had no words to say. Vinay had been in the picture all 
along. The Khers had come down on them with agitation and 
a bunch ofletters from MLAs! Yes, he had advised against it; his 
only mistake was that he had not put that down on paper. 

Now looking at a simmering Rao, Kamat thought: “Chalta 
hai re Uday! The amount of backroom operations that a com- 
pany doctor does is something that is never evident to the pa- 
tient’s family. Caught as they are in the throes of their personal 
angst, they fail to recognise the small movements that his ef- 
forts bring about!” s 


You can email Meera Seth at casestudymeera@yahoo.com. 
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‘ead analysis 1: T. Rajgopal — 











yourself 


T. Rajgopal is corporate medical adviser 
with Hindustan Lever in Mumbai, and 
regional co-ordinator (occupational 
health), Asia Business Groups, Unilever. 


HE multiple demands made on 
a corporate doctor is exempli- 
fied in this case. However, the ef- 
fectiveness of the doctor in ad- 
dressing the demands to the 
satisfaction of all parties rests on several 
factors. The key ones are personal con- 
viction and an ability to take the correct 
decision amid conflicting and, at times, 
unreasonable demands. 
While Kamat comes across as a sen- 


sitive individual, he also seems to be’ 


someone who can be easily pressurised 
to act in line with the demands of the se- 
nior management, even if those de- 
mands are unreasonable. For exam- 
ple, Kamat uses his personal rapport 
with Dr Kini to persuade him to de- À 
lay his patients’ appointments to 
comply with a senior director's 
wish that the specialist should 
make a house call! Here, Kamat 
didn't exhibit the ability to clearly 
articulate to the director that his 
uncle needed hospitalisation and 
not a visit by the specialist. Kamat 
again shows this lack of conviction 
and prompt action in the case of trans- 
fer of Kher from City Care Hospital to 
Welcare. Kamat should have asked the 





| hospital to issue Kher a discharge card 
saying ‘discharged against medical ad- 
vice’. This elementary precaution would 
have ensured that Kher’s family could 
not have put the blame unreasonably 
(as they did) on Lexicon and Kamat for 
Kher’s slipped disc. 

While a corporate doctors impor- 
tance gets magnified during a crisis, he 


can also contribute significantly at other 
times by introducing and supporting © 


preventive programmes at the work- 
place to reduce stress. Lexicon’s 


high-strung managers like Ashim need | 


stress relief. But there is no evidence that 
Kamat and Lexicon have taken any 
initiative to reduce occupational stress. 
Interventions like periodical medical 
evaluations, encouraging employees to 
have a balanced diet, exercise regularly 
and develop a healthy work-life balance 


will help Lexicon destress its managers | 


and, consequently, add substantial 
value to the organisation. 


Kamat’s feeling that his role was | 


merely decorative, despite 22 years of 
experience, is a reflection of the fact that 
he has not been able to grow in profes- 
sional stature and has not gained the se- 
nior management's respect (a director, 
Param Kohli, rings up Kamat on a senior 
manager's behalf and chides him — 
what are you there for, pressure dalo 
baba — to get a bed at Breach Candy 
Hospital). Does this reflect that over the 
years Lexicon has come to believe that 
its people act only under pressure? 
Kamat ‘thoughtfully’ sums up his 
position when he says to himself, ‘chalta 
hai re Uday’. If Kamat does not stand up 
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for his convictions, he will need more 
than a Wrigley’s chewing gum to keep 
him out of stress! He has to be assertive 
and to command respect, he must 
make others see that the interests of the 
patients guide his actions. Lexicon also 
needs to introspect on what develop- 
mental inputs they have provided 
Kamat with over the years. 

Also, the behaviour of the top man- 
agement seems perplexing. The chair- 
man’s visit to the hospital has gone 
completely unnoticed. His visit to the 
hospital at 3:00 a.m. seems more of a 
formality rather than a genuine expres- 
sion of concern towards the anxious 
family members. Vinay Rao (the HR 
head) who came in at around 6:00 a.m. 
was insensitive towards peoples con- 
cerns. Raghav Vaidya (a director at Lexi- 
con), in spite of knowing that Kamat was 
neck deep in crisis management, did 
not seem to understand his situation. 
The CFO and the marketing head also 
pursued their own agendas. Lexicon 
needs a correct mixture of task and peo- 
ple orientation, which currently seems 
skewed more towards task orientation. 
Tools like 360° feedback with an organi- 
sational climate survey will help Lexi- 
con sensitise senior management. 

Lexicon also doesn't seem to have a 
formal medical policy, which denies 
medical reimbursements to accidents 
arising out of drunken driving (Shail 
Ranjan’s case) or substance abuse. | 
would have also liked to see a techni- 
cal/safety specialist involved address- 
ing the underlying issue of safety in 
travel (like safety belts/night driving). 

In a corporate medical department, 
customer satisfaction can be a reality if 
the corporate doctor benchmarks his 

actions with the following: 
IB In a crisis, prioritise activities that 
need personal intervention. Dele- 
gate other responsibilities. 
E Coach colleagues to handle 
sensitive issues independently. 
W Realise that credibility is built 
over many years. Be fair in deal- 
ings, but be firm where required. 
E Combine care with empathy 
and pull out all stops in an 
emergency. 
lg Communicate with sensitivity. 
W Add value to the organisation 
through preventive and promotive 
healthcare programmes. L 














a fact that brings : a prosperous future closer. to us. . From a 


seeded gota 4 aid, India's reserves now cover all | meoin 


tsa truth ak underlines z5 Our consis tent and rapid progress Froma timid 


R 


onomy anda weak rupee, we now have the fourth large: st Forex x reserves in © 


he world, with a currency that is spronge r than ever. 


“It's a resource that lends stability and resilience. It's a beacon that imparts 
confidence and attracts more foreign investment. And, it allows you more 
Forex as you travel, easier loans to study, medical treatment abroad, and 


finance to set up business projects. 


But above all, it is a sparkling sign that India is shining, and shining brighter 
than ever. So go ahead, gain from these good times, have a splendid new year, 
build your dreams by investing, building and creating. Spread the enthusiasm 


and make India stronger and shine even brighter. 
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@study analysis 2: A.V.K. Mohan ` 


| tions. Here, people relate with each 
other. But we don't see that at Lexicon. 
Lexicon responded positively to be- 
| gin with: by investing in a full-time med- 
ical team, responding to an emergency, 
‘being sensitive to employees’ medical 
needs and through Kamat’s patience! 
x While Lexicon ‘manages’ daily chal- 
lenges, it leaves everyone exasperated. 
Urgent issues always de-rail the effort to 
be focussed. Doing things right (effi- 








doing the right things (effectiveness) 


yond the obvious and search for causes. 
It is natural for organisations to experi- 





orientation. There are signs of impend- 
ing human disasters. Along with Kamat, 
_ HR head Vinay Rao must table this sub- 
ject for debate before the leadership 
| team. The mindset required here is not 
to get caught with the tyranny of ‘or’ 
(business focus or people focus), but to 
embrace the genius of ‘and’: how to 
build an effective organisation that can 
face these challenges yet make people 
feel gung-ho. The leadership team can 
renew Lexicon from three dimensions: 





balance 


A. VK. Mohan is head (capability devel- 
opment group), Digital GlobalSoft. 





N these turbulent times, the case is a 
reflection of organisational realities. 
Changing external events, perfor- 
mance pressures and personal 
dilemmas are a daily saga in corporates. 

This case can be approached in two 
ways. In the symptomatic approach we 
need to define the dos and don'ts on ac- 
cessing medical facilities, create pro- 
grammes on well-being and work-life 
balance, and highlight the importance 
of people management. If we zoom in 
from an organisational development 
perspective, we use an integrated ap- 
proach that addresses the causes and 
helps take the long-term view. 

As companies adapt to changing 
markets and competition, seldom 
does one hear of internal renewal 
responses to ensure that people 
and processes are aligned with 
macro changes and can cope 
with them. What about under- 
standing the pressures that build 
around these endeavours? With- 
out sidestepping the ‘real’ world 
and its challenges, effective organi- 
sations align people and processes 
to the purpose of ones existence. They 
create energy for people to cope with 
changing landscapes, regain balance 
and provide meaning to their contribu- 





the tone of organisational endeavour. 
_ Clarity of purpose doesn't come thro- 
ugh vision statements; it is a concerted 
and conscious effort by the leadership. 
There is no shared understanding of 
people at Lexicon. Vinay’s explosions, 
senior managers’ remarks about their 
people and Kamat’s dilemmas show 
that the leadership team seems to have 
no shared understanding of the value of 
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people. One feels that the purpose of 
having medical facilities at Lexicon is 
only to ‘fix the broken man’ and get him 
back on track. Kamat and Rao need to 
evolve a leadership dialogue on what 
Lexicon should do to ensure balance. 

2) People: Lexicon should focus on how 
to inculcate these behaviours into vari- 
ous organisational layers. Concern for 
task and concern for people are not two 


_ dimensions on the same continuum at 


ciency) should not be at the mercy of | 


| and vice-versa. Lexicon should go be- | 


Lexicon. The chairman's remarks need 
to be tempered with the approaches 
that Lexicon plans to take to help people 
focus on the balance required to sustain 


_ high performance levels. The CFO and 


ence friction between task and people | 


| 1) Purpose: ‘Meaning for existence’ sets | 





the marketing head's concern for the 
task is understandable. But their indif- 
ference to what is happening to Ashim 
and Shail reflects the lack of focus on 
people and work-life balance. The art 
and science of facilitating people at 
work is all about situational manage- 
ment and focussing on each individual. 
Kamat's introspection on who requires 
attention, the subordinate or the boss, 
needs to be viewed seriously. Vinay 
must lead the discussion and come up 


| with programmes. 


3) Processes: The link between organi- 
sational purpose and people comes 


_ through the human processes at work. 


Each individual relates to the system 


| through laid-out processes. An under- 


standing of Kamat’s role and various 


| processes is lacking at Lexicon. Every 


one is trying to push Kamat to achieve 
their ends. How can one interpret 
Raghav's behaviour despite being aware 
of Kamat’s preoccupation with the acci- 
dent? This could lead to a feeling that 
some are more equal than others at Lex- 
icon. HR needs to closely work with the 
medical staff and lay down policies. 
Benefits like medical should not be 
hierarchy-dependent, but need- 
based. Roles of doctors are not the 
same as others and, hence, the 
need for companies to invest time 
and energy to build expectations. 
The chairman, HR head and 
Kamat have a huge responsibility 

to renew Lexicon. The purpose- 
people-process doctrine can be the 
approach to build a strong Lexicon 
and inspire people to move from 
‘chalta ha?’ to ‘hum honge kamyab’. Go- 
ing forward, I am sure Kamat will be able 
to face his wife with more conviction. W 
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Why it 
pays to 
be pious 





In the workplace. 
by Padma Damodaran 


LASSES strewn on the table. 
Testimony to the fact that all 
of us have had one, two... 
many. An empty bottle rolls 





lay weary among the ash and 
the newspapers. Janis seeps through the 
haze. Through various layers of con- 
sciousness she walks in, grabs you by 
the collar and screams Freedom. You 
rise slowly and realise you have none. 
The client sets the presentation date. 
The boss sets the draft presentation re- 
view date. Freedom is freely available as 
a construct, extremely rare otherwise. 
Especially, ifyou are looking at the exter- 
nal world because that’s the wrong 
place to search. 

So, restless old girl, drugged silly as 
you are on the fake adrenaline rush of 
deadlines and expected appreciation, 
drop the Cutty and pick up the Kun- 
dalini transmission resonating through 


on the floor. Cigarette butts | 














Imaging: NEERAJ TIWARI 


your cellsites and cellulite. (Remember, 
it ain't over till the fat cells cringe.) 

After all, that's what is happening all 
over Corporate India. To sunfilm their 
employees from the harsh Darwinian 
glaze of the workplace, 11 of the 25 BW 
Great Places To Work companies have 
some spirituality-based value system. 
Almost every new IT firm in Pune has a 
meditation room. At least 120 compa- 


nies, including Hero Honda Motors, | 


TVS Motor Company, Satyam Comput- 
ers, Hewlett-Packard and Airtel, have 
taken up Maharishi Mahesh Yogi's Tran- 
scendental Meditation (TM) courses, 
40-50 having taken it up in the last cou- 
ple of years. More than 4,000 executives 
have done the Art Of Living (AOL) 
course conducted by Vinod Kumar, 
head of Vykati Vikas Kendra, India, 
AOL's corporate programme. 

Look, face up to it. After IQ and EQ, it 
is now SQ. “SQ? It’s the latest manage- 
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ment buzzword,” says Sajid ‘Arjuna’ 
Peerbhoy, a guru who runs the Island of 
Peace, which has run programmes for 
Britannia, Tata Teleservices, ABB, 
and Titan, among others. Sajid is 
a former ad executive; he 
should know about buzz- 
words. “The management 
gurus need a positioning. 
And firangs ask proof of 
whether this works.” 
Why are the manage- 
ment gurus interested 
in this? Perhaps, be- 
cause they may have 
discovered an elixir for 
the corporate world’s 
most critical prob- 
lems, the most impor- 
tant of them being 
stress. For corporates, 
getting rid of stress 
could mean better pro- 
ductivity, and more cre- 
ativity and productivity. 
But why spirituality for 
stress-relief and not, say, 
yoga, which is also very popu- 
lar? Swami Sudhananda, one of 
the speakers at a recent conference 
on Spirituality and Corporate Culture 
held at the Art of Living Foundation 
building at Bangalore and a regular 
thinking board for managers, says: “If 
thinking is your problem, then thinking 
is your solution.” 

Sunil Mittal claims to have more 
peace of mind and clarity because of 
TM. He, in fact, practises it in his car on 
his way to work or back, “but only on 
and off, because I have no time”. Hughes 
Software Systems does not confirm em- 
ployees on probation unless they have 
completed an Art of Living course. 

Mittal and Hughes represent two 
different kinds of corporate spirituality. 
One, where people are taking up spiri- 
tual programmes on their own. And the 
other, where companies are introduc- 
ing spiritual programmes for their em- 
ployees. (There is a third kind, the kind 
where people who are spiritual use their 
learnings while making their business 
decisions. But more on that later.) 

Proof on the benefits of meditation 
has existed for at least 30 years. Now, 
better brain imaging techniques explain 
the exact way in which such relief oc- 
curs. On how meditation reduces the 


irse 


activity of alpha waves in the brain (as- 
sociated with conscious thought) and 
increases those of theta waves (which 
occur during moments of relaxation). A 
recent Time magazine article says a 
team of researchers at the University of 
Wisconsin found that meditation shifts 
activity in the prefrontal cortex (right 
behind our foreheads) from the right 
hemisphere to the left. Activity in this 
part of the brain is normally associated 
with lower anxiety and a more positive 
emotional state. 

Ranbaxy Laboratories’ general man- 
ager (HR) Udbhav Ganjoo talks of the 
scientists at Ranbaxy getting more cre- 
ative, more innovative after doing TM. 
“There are less conflicts among them,” 
he says, as they feel their lives are more 
integrated, more balanced. 

“Today, people need to cope with 
multiple points of stress,” says Sudesh 
Venkatesh, head of human resources of 
Bangalore-based multimedia firm Plan- 
etasia.com, “Everyday senior manage- 
ment receives at least 150 emails, has 2- 
3 meetings.... You cannot then handle 
issues with sensitivity.” Venkatesh has 
held programmes for senior manage- 
ment at Sajid’s Island of Peace. He is es- 
pecially keen on extending it to Mi- 
croland’s BPO business, an industry 
where, he feels, young people are under 
alot of stress. 

Arecent study by the Tata Institute of 
Social Sciences on 1,000 senior execu- 
tives in 25 companies who had done the 
Art of Living programme has some in- 
teresting results. Around 88% of the re- 
spondents said they could handle stress 
better and deal with negative emotions. 
About 51% also felt that it enhanced 
their performance. 

This is because when things are fo- 
cused, they are sharper, coherent, and it 
is easier to to slide and slice through 
vexing problems. This, Lane Wag- 
ger knows. Lane holds a Ph.D. in 
administration and has been 
teaching TM’s corporate pro- 
gramme for the last 30 years. He 
talks about this ‘technology of 
consciousness’ and the phi- 
losophy of TM. Some his own 
thinking, some he quotes 
from Maharishi Mahesh 
Yogi. To illustrate his 
point, he draws a di- 
agram to explain 

















‘means 
Tis not odd to find a company like 


‘Ballarpur industries. The company. 
does not want to discuss anythi ng 


related to spirituality but does not shy- 
away from talking about corporate social ` x 
responsibility (CSR) andthe programmes 


it does for the community around its © 


- factories. Ballarpur is not alone. 


At the SP Jain institute of 


‘Management and Research (SPJIMR) in 


Mumbai, first-year students can volunteer 
fora three-day workshop at a spiritual = 
ashram. On the other hand, they have to 
compulsorily take up CSR programmes 
for which they are given credits. 
oon fact, there are many. companies 
that would be spiritual in nature, but. 


would not want to be called “spiritual”. To 
get around this, “Luse a lot of different. 
words in my presentation to explain what 
lam saying,” says Cindy Wigglesworth, 
“consultant and developer ofa spiritual 
intelligent measurement tool. So. she 
“uses words like source, divine, or `` 
universal consciousness, to describe what 
people tune into. The reason: there’s still 
too much of religion associated with 
spirituality. Organisations like TM and Art. 
of Living, and HR consultants who ` 
espouse spiritual practices in their 
-training programmes; too are careful to 
avoid using the ‘R’ word. ` ee 
And even if corporates are amenable 
to being spiritual, often they find it hard to —Ñ 


accomplish. For one, it could difficult to. 


? understand. The SPJIMR students. do not : 
; discuss philosophi es at the ashram. ` 


“They (the students) are too young to. 


“understand,” ` says Mayank Shah. head of 


the Centre for Development of Corporate 
Citizens. Even employees may find it 

_ difficult to grasp. ` | 
-Many of the Spiritual 
if programmes today are different for 


Š _ that is different; others restrict 
` Worker programmes to mere 

| techniques like meditation, 

_ without the philosophy. Some | 
even talk of a basic educa- 


a cutoft for spiritual 
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Ç managers and for workers. In some ` 
r programmes, it is just the vocabulary 


tional level (graduate) as : 


“programmes. Wo 


universal consciousness. Lanes hand- 
writing is a lot like my friend's. And he 
looks just like her daughter. Zahara is 
four years old; Lane 53. “Padmiaji,” says 
Lane in his Indianised American accent, 
“if your mind is calm, stray thoughts 
cannot enter it. You can focus better.” 
Lane continues. As you g go to the 





subtler levels of your mind you become 
more creative, more effective, just the 





way there is more power at the subtler 
levels (like an atom) of physical bodies. 
That power can be unleashed to do 
many things, he says. 

The management experts definitely 


seem to agree. Anil Sachdev, head of 


Grow Talent, the company that con- 
ducts the Great Places to Work study in 


India, says that letting your spiritual seif 


guide your business decisions is the 
next logical step in the evolution of or- 
ganisational transformation, after per- 
sonal transformation and transforma- 
tion leadership. Or, it could be a mani- 
festation of the fact that the flower chil- 
dren, who naturally took the less prose- 
lytising religions of the East back in the 
1960s, are today the flower people — 
more mature, in top positions in busi- 
ness, and wanting to relive their values. 

William Miller, HR consultant and 
founder of globaldharma.org, who is 
currently based in Puttaparthi, home to 
Sathya Sai Baba, in Andhra Pradesh, is 
one such. Wiliam says the question 
most corporate executives ask him to- 
day is: “How do Ido my business from 
my spiritual basis?” 

Does this mean that more and more 
people actually base their business de- 
cisions on the understanding or the 
knowledge they gain from being spiri- 
tual? Well, the research is coming 
through in trickles. 

An interesting study suggests that by 
being spiritual, companies could en- 
hance their life expectancy. In The Liv- 
ing Company, a study conducted by 
Arie de Geus, former head of planning at 
Royal Dutch/Sheil and initiator of the 
research that eventually led to Peter 
Senges ‘learning organisation concept 
in the classic The Fifth Discipline, found 
that the average life expectancy of For- 
tune 500 companies is 40 years. The 
world’s longest living companies (200 
years old) were the ones that were not 
just interested in the welfare of their 


shareholders but also in taking care of 
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their environment and in sustainable 
development. Arie de Geus says that 
such companies treat their workplaces 
as “living work communities” rather 
than pure economic machines. 

de Geus may not be overtly associ- 
ated with spirituality, but his book 
(along with The Fifth Discipline and Jim 
Collins’ Built to Last} appears to be the 
bible of management experts who es- 
pouse spirituality. Like Bill O’Brien, CEO 
of Hanover Insurance, says in The Fifth 
Discipline, “The ferment in manage- 
ment will continue until we build or- 
ganisations that are more consistent 
with man’s higher aspirations beyond 
food, shelter and belonging.” 

The TISS study says that 45% of the 
executives who attended AOL progra- 
mmes, also benefitted from the knowl- 
edge they gleaned from the teachers. 

Meanwhile, in Puttaparthi, William 
Miller and his wife Debra are currently 
putting the final touches on a spiritual- 
based leadership research on 30 execu- 
tives from India, the US, Europe and 
Africa. They say their subjects dont at 
look at spirituality as something that re- 
lieves stress, but simply as something 
that signifies unity in thought, word and 
deed. Few of the subjects have 
money as their main goal. Debra 
says their experience shows that 
when money is not your goal, it 
is a natural by-product. 

I wonder. Can all this be 
achieved by attending spiri- 
tual programmes alone? T.H. 
Choudhury, former chairman 
of the Telecom Regulatory 
Authority of India, sha- 
kes his head: “Spiritual 
(programmes) can- 
not get rid of dis- 










































i r ndia: ; x 
` Spi iriti w or a“ 
supe rpower 


HEN it comes to sapphire w your spiral 
learnings in the workplace, | Easten 
religions, especially Hinduism and ` 
Buddhism (which allow you to learn about life your own 
way), have the upper hand. So: much so that the 
Catholic church in the US is beginning t to feel the hea 
“There isa fascination with the East in the US: says 
Judith Neal: Judi, a former HR executive, started the 
Spirit At Work organisation to spread the idea of 
integrating basic human values in the corporate place 
and awards companies that are moving | in that ` , : 
direction (Times of India and SREI International are e two Q 
indian companies which have received the Willis Ñ 
Harman award). 

Yet the feeling is only just gore in India, “n 
india, we have been so much in denial of our heritage 7 
says Kavita Khanna, a lawyer: and member on CI a 
IMC committees; who is currently working on the 
Labour Reform Law. Kavita, who coordinated a recent 
seminar on Corporate Culture and Spirituality : at t the Art 
of Living Foundation building outside Bangalore, feels 
that if we tap into spirituality, which is something — 
everyone relates to in India, we can overcome ou r 
colonial hangups and our feelings of low self este an n. 

The topic was, in fact, one of the many: discussed 
at the seminar; Attended by close to 400 executives 
keynote speakers inciuding Mohandas Pai and 

S. Gopalakrishnan of Infosys Techne — 
Ashwin Dani of Asian Paints, MS. Ramachan- 
dran of Indian. Oil Corporation and N. Vaghul s 
§ ICICI Bank, it also had representation from Ame 
can, Asian and European companies. Mo stly, 
_ though, the seminar concentrated on “cutting 
_ edge business thought’, on corporate social 
_ responsibility, sustainable c le | f 
| the intangibles, as hee puts! t 














honesty.” In the US, Ian Mit- 
roff and Elizabeth Denton 
found, in their research A 
Spiritual Audit of Corporate 
America, that a mere 2% of 
American companies are 
truly spiritual. “There are 
many companies that are 
religious, but few are spiri- 
tual — in caring for their 
employees, the environ- 
ment, the communities 
around them,” lan says 
from California. 

“The whole world is un- 
dergoing a paradigm shift, 
there is a progress towards 
refinement in all aspects of 
our life,” says AOLs Vinod 
Kumar. A recent Gallup poll 
said at least 1/3rd of the 
American population say 
they are spiritual. And al- 
ready, books on spirituality 
are the largest category be- 
ing sold in that country. 

Business schools in the 
US, which did not encour- 
age philosophers as teach- 
ers earlier, too are moving in 
that direction. A number of 
them, like Stanford Univer- 
sity, have courses on spiritu- 
ality; others like the Leavey 
School of Business at Santa 
Clara have centres for spiri- 
tuality and organisational 
leadership. The Academy of 
Management, an affiliation 
of management teachers, 
has co-founded a progra- 
mme for Management, 
Spirituality and Religion. 
And Harvard Business 
School has had two confer- 


Sanne Yar 
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ences on leadership, values and spiritu- 
ality. Even management writers like 
Charles Handy and Stephen Covey talk 
about the need to nurture the spirit in 
the workplace today. Incidentally, In- 
dian business schools, like the IIM-Cal- 
cutta, and HIM Lucknow and recently 
Bangalore have been involved in this 
field much longer. 

B.M. Munjal says something strik- 
ing: “We did not get rich fast. But we did 
not mind.” The Hero Honda Motors 
chairman has nevertheless struck it big. 
Is business coming round full circle? W 





Ë attractions that a tourist, desires for Viz. gorgeous beaches, 

haze clad hill stations, verdant forests, exciting wild life, trekking 
tracks, beguiling waterfalls, coral reef islands, historical marvels, 
ancient architecture, impressive monuments, magnificent arts, 
cultural heritage, colorful festivals, exotic cuisine and 
distinguished pilgrim centers. 

Tamil Nadu offers a wide range of variety and unparalleled 
exhilaration to tourists depending on their tastes and 
preferences. 

The jewel in the crown for Tamil Nadu is Mamallapuram, 
where one finds amazing architecture that perfectly blends with 
history dated back to 7th century. Though it is no longer a port, 
Mamallapuram has retained its true identity and fame mainly 
due to Pallava artisan's and Dravidian art and architecture. 
Declared a heritage center by the United Nations, 
Mamallapuram is a land that is liberally strewn with the best in 
temple art and monuments. State tourism department has taken 
rigid measures to maintain centuries old Shore temple, 
monolithic temple popularly known as five rathas temple and to 
beautify other places of tourist interest. The monuments are 
floodlit making it possible for everyone to enjoy beauty even 
after dusk. 

The Tamil Nadu Tourism Department is adding tinge of colors 
to this place by organizing dance festival from Dec to Jan every 
year. This is one of the greatest festivals of Indian classical 
dances and die-hard enthusiasts and tourists who wish to gain 
knowledge of our rich culture make it a point to come here every 
year during the colorful occasion. The legendary exponents of 
the Indian classical dances viz. Bharatanatyam, Kuchipudi, 





Kathak, Kath kali, Manipuri and Odissi feel extremely privileged 
to perform at this Internationally acclaimed Dance festival. 

The Mamallapuram dance festival showcases folk and fusion 
style arts as well, thus making it truly a wholesome experience. 
Apart from the soul touching performances of the legendary 
dancers, what make this event very unique and different is an 
open-air stage in front of the World's largest bas-relief - Arjuna's 


p= amil Nadu is one of the few providential states in India that 
_ is sanctified with copious natural hodgepodge of almost all _ 








Penance. This centuries old huge sculptured stone panel not only 
depicts gods and deities but also the descent of Ganges from the 
Himalayas and tales from the Panchatantra, thus making it a 
perfect backdrop. The floodlights make History come live at 
Arjuna's Penance when the proceedings of the feast begin in the 
evenings on weekends and Government holidays. The dancers by 
their gracious movements well synchronized with the orchestra, 
makes art and architecture, speak a unique language of Indian 
heritage and culture. This festival has gained immense popularity 
throughout the world especially in the recent times and attracts 
a large number of foreign tourists. Mamallapuram is well 
known for decorative articles made of seashells, granite and 
small statues carved out of soft stone; there are many small 
handicraft shops. The TN Government runs a branch of 
ye aay that sells a variety of handicrafts. The other added 

= attractions at Mamallapuram are the 
grand scale celebration of the harvest 
festival, Pongal in Jan. Other Interesting 
Monuments in Mamallapuram are Ganesa 
Ratha, Varcha Cave, Old Light House, 
Krishna's Butter Ball, Gopis Churn, 
Valayankuttai Ratha, Kodikal Mandapam, 
etc. 

The Tamil Nadu Tourism Department 
proposes to instigate an ethnic village at 
Mamallapuram soon to promote tourism through heritage, 
culture and tradition. 


For Details About the Dance Festival, Con 
aa Nadu ered Department: — 













The biggest 


M. RAJSHEKHAR David who, you ask? He is best 
| known for a 702-page magnum opus 
OME months ago, I travelled | published in 1996 on an obscure 
to Corbett Tiger Reserve with | branch of biology called island 
a friend. It was a short trip | biogeography. It was called The Song of 
spanning all ofa weekend.We | the Dodo, a magnificent book in which 

















= | saw the usual suspects. theory and reportage meshed brilliant- 
BROWSING | Antelopes. Elephants. Boars. | ly. In Monster of God, Quammen 
š š More birds than we could identify. But | returns to that formula as he studies 

Martin Pinz no tigers. It was an experience that we | four ‘alpha predators’ — the Asiatic lion, 

Joint MD, SAP Labs (India) _ Clearly shared with a lot of other people | now found only in a besieged forest 
: _ vacationing at the national park. Both | called Gir, the salt water crocodiles of 

I HAVE just read Ricardo Semler š _ days, at the Dhikala Lodge, the mood | Australia, the Romanian brown bears 

THESEVEN-DAYWEEKEND. Itisnot Was one of outrage. Hardly anyone had | and the Siberian tiger. Between them, 

only a refreshing bookaboutbalanc- | Seena tiger. this foursome represents a large body 

ing time spent on and off work, it also The reason why tigers were hard to | of living creatures, which occasionally 

presents a strong case for creating spot is that their numbers are make a meal of 

work environments in which people falling. But that wasn't the issue age human beings. 

are fully engaged with the company’s exercising the tourists; 

business. Semler’s points are con- they were too busy whin- > 

vincing since he has walked the talk ing about their ill-luck in mm MONSTER OF 

for 25 years. While most of the in- -~ not being able to spot | 7 — tarts 

sights are based on commonsense tigers. Panthera tigris’ NO eik Sen the kendéi 

and are intuitive, implementingthem . despairing slide towards eyes. N of history and the mind 

will take alot of courage. Itseasyto | extinction escaped them. CN AS 

read, and I finished it overaweekend — Each of those whiners NT 1 Š S BE WwW Noi a 

at home. Michael Moore’s STUPID — should be forced to read 7 Ë = 

WHITEMENisanon-businessbook = David Quammens 

Iwould rate highly. Ë Monster of God. 

ALERT 


Don't Worry, It's Safe To Eat BRIEFING 


m= Sketchy & dated 








journalist Andrew 
Rowell explores the 
politics of biotech- 
nology and food, 
primarily in the UK, in 
this detailed account. 
Based on interviews with 


ERE is a disarming confession | and infant mortality rate could only be 
from a premier economics re- | worked on the basis of the sample regis- 
search institute that has just re- | tration system. 

leased the East India Human The National Council of Applied 





scientists and government Development Report. The states inthe | Economic Research (NCAER) makes 
insiders, many of them whistle- North-eastern region, it says, suffer | much of the constraints in data collec- 
blowers who were removed or _ froma paucity of reliable sta- tion on the North-east, 
sidelined, the book examines the tistical data in areas such as which accounts for seven of 


food and agriculture industry 


meltdowns that have dominated the 10 states covered in the 


domestic product, per capita 


the last two decades — BSE, -~ income, per capita expendi- report, the other three being 
foot and mouth, and GM — and ~ ture and grouping of house- Bihar, West Bengal and 
traces the decisions that led up holds by income and expen- Orissa. A fundamental 
to thom. nalavant ter India ts _ diture classes.... Similarly, weakness in constructing 


Rowell s discussion of the probl- estimates such as general 

ems in the regulatory framework : jit 

of the UK, the US and Canada. W fertility rate, general marital 
fertility rate, life expectancy 


time series data is that states 
like Meghalaya and Mizo- 
ram were part of Assam till 
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monster of all 


Each of these is perilously 
close to extinction. And to 
assess their chances of pulling 
through, Quammen traipses 
across the world to examine the 
pressures alpha predators face 
before steering the book into an 
unfamiliar territory: the human 
psyche and the role that mon- 
sters play in it. 

About 25 years ago, ecologist Paul 
Colinvaux published a book called Why 





| 
| 


| 
| 


Big, Fierce Animals are Rare. He | 


explained that it was all a question of 


| 
I 


food chains. At each step, as we climb | 
from plant to herbivore to carnivore, | 


the numbers fall. Finally, it reaches a 


point where the numbers are so small ` 
that they cannot support a further stage _ 
| ed a system whereby rangers moni- 


in the food chain. 

This is why, fangs and claws 
notwithstanding, alpha predators are 
most vulnerable to extinction — small 
numbers, long gestation periods cou- 


pled with small litters... The issue is get- | 
ting exacerbated as support for the | 


alpha predators among the local people 
is waning. You will find the poorest peo- 
ple living closest to a forest, and their 








but still valid 


the 1970s. More serious, there is no cen- 
sus data for Assam for 1981. Land 
records do not exist for the hilly areas of 
at least three of the seven states, and 
most of them do not bother to record 
births, marriages and deaths. 

NCAER appears to have been re- 
signed to the difficulties of dealing with 
this region by throwing in just three re- 
searchers for these seven states (com- 
pared with seven for Orissa and six for 
West Bengal) and settling for aggregated 
results for the entire North-east while 


compiling the human development in- | 


dicators. The profile of each state is 











based on district-level secondary data, | 


DAVID QUAMMEN is a natural 
history writer who has won 
several awards for The Song 
of the Dodo. He travels to re- 
mote places on assignment 
for journals like National Ge- 
ographic and NG Adventure. 
He has also been honoured 
for his fiction. 


battle for survival places them at odds 
with alpha predators. 

The reason these animals have sur- 
vived so long in the face of mounting 
pressures as human beings proliferat- 
ed, explains Quammen, is that the state 
sided with the predators. Sometimes 
for insane reasons. In Romania, Nicolae 
Ceausescu, for his hunting pleasure, 
banned the hunting of bears and creat- 


tored the health of the bears in their 
ranges, fed them and primed them for 
his liquor-laced hunting trips. In India, 
mercifully, Curzon suggested a ban on 
lion hunting after learning that their 
numbers had fallen to double digits. 
But today, that protection is gone. 
To get support for the animals, 
Quammen comes up with a desperate 


BOOKMARK 





suggestion: culling. Not only will har- 
vesting ensure that the animals don't 
spill outside a park or start hunting 
down cattle or mankind, recycling the 
proceeds into the local community will 
provide an jncentive for conservation. 

Some countries are already doing 
this. Australia allows culling of salt 
water crocodiles, while Romania has 
legalised trophy hunting. But it is hard 
to be comfortable with such an idea. 
The thought of harvesting tigers seems 
profane. Yet, Quammen is right. Take 
Gir. The last outpost for Panthera leo 
persica is overflowing, forcing the 
felines to leave in search of newer terri- 
tories. These forays can end tragically. 
The lions are either shot dead or tran- 
quillised and released back inside Gir 
— solving nothing at all. 

By 2150, the world’s population is 
expected to stabilise at around 11 bil- 
lion. By then, says Quammen, it is 
unlikely that any of the larger predators 
will be around. Expect to find only ani- 
mals, which can live anywhere, multi- 
ply fast and aren't as high up the food 
chain. Sparrows, rodents, insects... 

And man, lots of man. ë 





followed by a survey report 
based on the NCAER's pri- 
mary data on households 
collected in 1994. This dry 
compilation is redeemed by a revealing 
and riveting account of village-level 
studies in each state that uncovers the 
sociology of backwardness or develop- 
ment in the rural milieu: Sadly, there is 
no ground-level insight into the remote 
North-east; both the villages selected for 
the snapshots are from Assam. 

Given the dearth of information on 
the region, the NCAER report (Oxford 
University Press; Rs 595) is the best we 
can hope for and may even ‘facilitate so- 
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lutions that contribute to its 
overall development’. 

A report that covers a 
broader spectrum is State 
Level Reforms in India 
edited by two World Bank 
economists and the chief 
economic adviser to the 
ministry of finance. Reason 
enough to take this volume 
(Macmillan India; Rs 450) but, seriously, 
does anyone really want to read the pro- 
ceedings of a seminar held almost three 
years ago? It could be argued that noth- 
ing much has changed in India in the in- 
terim and that focus on medium-term 
and institutional issues makes it still 
valid. There has been some updating, 
but most of the statistics remain frozen 
at 2000. Oh, for the latest figures! " 


LATHA JISHNU 


=0 Qi eee 


Just half measures 


NCE upon a time, India had 24,000 phar- | 





maceutical companies. Today, the figure is 
believed to be around 20,000. The demise 


of 4,000-odd units is blamed on liberalisa- | 


tion and is of great concern to those who 
wish to preserve employment and prevent exit at all costs. 


Intellectual property is not the big bad MNCs’ pre- | 
serve alone. Anyone familiar with the National Innova- | 





from January 2005, this Bill bypasses and ignores ticklish 
issues like compulsory licensing, parallel imports, patent- 


| ing of micro-organisms and non-biological and microbi- 





tion Foundation’s work knows that innovation and inven- | 
tion also originate with individuals in the hinterland. Of | 


course, commercialising inventions or obtaining venture 
capital for commercialisation is a different matter. 


chemicals and biotechnology, where R&D is resource in- 
tensive and need corporate 
presence, unlike individual in- 
ventions that drove the first In- 
dustrial Revolution. The cor- 
porate presence need not be 
American. Indian majors have 
proven their ability to get pa- 
tents in countries like the US. 

The point is the pharma 
sector is not one where the per- 
fectly competitive model of 
20,000 firms is workable. With 
20,000 manufacturers, several 
will operate out of garages and 
make sub-standard drugs, if 
not outright spurious ones. 
The latter is estimated to be 
worth Rs 20,000 crore, a fifth of 
the industry's turnover. 

Health is a serious matter. 
Standards are easier to enforce with large firms. And they 
are less likely to indulge in fake and spurious business. 


ological processes, the scope of patentability, including 


| the appropriate definition of terms like invention, new, 


inventive step and capable of industrial application. Sub- 
sequent rules can refine some of these terms. However, 
this is not the first-best solution. 

Part of the problem with the 1999 and 2002 amend- 
ments was that they were add-ons that left the structure of 
the 1970 legislation intact, resulting in inconsistencies. So, 


| a holistic revamping of the Patents Act is better. In the 
However, there are sectors like pharmaceuticals, agro- | 


It is doubtful if the Centre or 
the states have the political 
will to push through full- 
blown reforms in pharma 





nine years since the Uruguay Round’s commitments en- 
tered into force in January 1995, there have been attempts 
to resolve internal systemic 
problems. The creation of the 
TRIPS Appellate Board, some 
computerisation in patent and 
trademark offices, and upgra- 
dation of databases are exam- 
ples. But they should have 
been done quicker. 

For instance, the Mashelkar 
panel’s recommendations on 
fake and spurious drugs 
should have come earlier. The 
committee also has recom- 
mendations on other stan- 
dards. Taken in their entirety, 
there will be a Central Drug Ad- 
ministration (CDA). The Pre- 
vention of Food Adulteration 
Act (PFA) will be amended, as 
will the Drugs and Cosmetics 


| Act (DCA). There will be phased transition to the CDA sys- 
| temin states from 2004 to 2006, since regardless of regula- 


Good manufacturing practices, good clinical practices ` 


and good laboratory practices are expressions likely to | 
find few takers among garages. This is not an argument | 
for the government to introduce a quota system for drug | 
manufacture. Market forces will lead to an inevitable | 
| least contentious roadmap, Cabinet has approved am- 


shakeout and whittle down the number of manufactur- 
ers. In part, the shakeout is related to a stronger IPR (intel- 
lectual property rights) regime that encourages invention 
and discourages piracy. WTO's TRIPS (trade-related intel- 
lectual property rights) agreement requires this. But the 
transition period allowed for India is till December 2004. 
Accordingly, two amendments (1999 and 2002) to the 
Indian Patents Act of 1970 haven't yet made Indias patent 
regime completely TRIPS-compliant. A Bill that has been 
placed before Parliament in the Winter Session is ex- 








pected to eventually lead to a third amendment to the | 


Patents Act. While allowing for a product patent regime | 


tory structures at CDA-level, vigilance, intelligence and 
enforcement will continue to be state subjects. This re- 
vamp will be a major exercise. 

Itis doubtful that the Centre or states have the political 
will to push through these reforms. Instead, following the 


endments to DCA. Speedy trials through special tri- 
bunals, compounding of offences and capital punish- 
ment. The bane of the Indian legal system has never been 
lack of legislation, but lack of enforcement. Probability of 
prosecution is low and probability of conviction (when 
prosecuted) lower still. Who knows? With death sen- 
tences, courts may insist on higher standards of proof. 


| Special tribunals may solve the problem partially. How- 
| ever, with implementation left to States, this is unlikely. 


But everyone will heave a sigh of relief that something has 
| been done to eliminate fake and spurious drugs. ` Re 


BUSINESSWORLD 66 12 JANUARY 2004 




























‘zs l FYuFSFEFZESSSYEYTI IS AFJ aF J 7 Ps T YF FEEF y 7 Ja [jË ~ EB: 
if} £ z È £ iff z _ FZ: >” - oo oe “es r (pie tide fe im < 
c EE Fi fyri Pie - E x f 722 ERIE ETE Py $. ea Z >“ < 
" ` - - i P, < z ` < 47 > [ p Fy + 
Fi TEPEE IS Fa £ r Z PEP Ts 7 PEFP 2 tae 77777 FZ UEF f * " 
ers Fe J 7 Ses F. rad " As Z A x ry, 7 x à ‘F ie ies £ a) 

d D ws r 7, PF = J J - 


iijuosnidio 


ə 


wo?p 





à ONIHO 











"QUO Oļu; dijs snl ‘apis ,Əy2u, Əy; UO Ayr 
ə2uəuədxə o| ‘Budo souly? sassa; səƏApə| aydiy Ou!uO ‘Ájpəpəd p} O; pə|ÁIs 
PUD 391j-ƏJJUMM 'UOHOD YD D4jxX9, WOJ} BPOW “J9AB SOUIYD JSOYJOOWS “Isəl|Jos 
əy; Aq passaio> ə spa Mau sIy| “@Yyd!Yy OUIYD JeYJOOWS “əy Buionpoauiuj 


_ pyonb ayo 195 
( D 


~~ 3493735 






awn yer te .. ` ,"=....... "e .. . F Erna s 


LICENSED TO POST WITHOUT PREPAYMENT NOS. WPP NO.208/BYC.STG./MBI-40001 | MM&PO/WB/RNP-188/LPWP-18/03 &MM&PO/WB/RNP-FGN-07/LPWP FGN-08 03 CPMG/KA 03 W PP-29 i -192/2003 RNI NO 39847 


Deutsche Post OF World Net 


at x. 


MAIL EXPRESS LOGISTICS FINANCE 





You can now transport heavy goods swiftly and securely to their final destination 
using DHL's express service, often for less than what you're paying your existing 
freight company. And we can prove it. Whether you're importing piston rings or exporting 
crankshafts, you'll benefit from our wide range of innovative and flexible services that make DHL 


Fast Forward the revolutionary and cost-effective heavy weight shipping solution. Take the DHL 
challenge right now and discover why the world no longer has to wait for heavy goods. 
Simply log onto www.fastforward.dhl.com or call us 24 hour toll-free on 1600 111 345. 


IV SOFTWARE: SCALE PROBLEMS (EGU: HOW TO BUY A CHEAP, GOOD PC 
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RICOH — setting the standard It's time to go digital — or be left behind. ~ Ae ws 


- e . Go with someone you can trust. 
for dig ital copiers and RICOH pioneered digital copiers. We're 


multifunction printers the No. 1 supplier to the world's most 
competitive markets. * 
Just as exceptional as our technology is 
our commitment to your needs. 
Let's meet. 


*B&W digital office copiers, in the U.S., Europe and Japan. 





RICOH Aficio 1018D 


RICOH INDIA LIMITED 


e-mail: ridhomkt@vsni.com, URL: www.ricohindia.com 


Ahmedabad: 657566 1/63/64, 6577763 Bangalore: 2256181, 2254386, 2252587 Chandigarh: 2741462,2742723, 2743054 Chennai: 28232457/58, 28271421 Delhi: 51731860-65 
Hyderabad: 23305968/70 Jaipur: 2709756, 2707028, 2707744 Kolkata: 24743814, 4852056/57/58 Lucknow: 2239189/76 Mumbai: 26465570 - 74, 22881953 - 55 
Pune: 6133740, 6136492, 6111947 
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n just 8 months, Reliance IndiaMobile has become India's Most Trusted Telecom Brand. 
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India s Most Trusted Telecom Brand is also amongst India’s three Most Trusted Service 
Brands across all categories. This is according to the latest survey done by AC Nielsen 
ORG-MARG for The Economic Times Brand Equity. No wonder, Reliance is already India s 


largest mobile phone service with over 60 lakh subscribers. Thank you, india! ar Lo Duniya Mutthi Mein 
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Home comes first | 


J) Sunil Khilnani has given a correct 


perspective to India’s emerging 
economic trends. Our 
overenthusiastic economic 
planners, in their endeavour to 


take the Indian economy global, are 
condoning a persisting reality in their backyard — 

















internal conflicts on religious and caste-based issues along with 


increasing regional disparities. 


So it will be wiser to sort out these vital issues first and then pitch for a 
global presence. Otherwise — as Khilnani suggests — we will end up 
sending conflicting signals to the world as we have done in the past. 


Rajita Kapoor, Delhi 


WHERE ARE THE REST? 

The Massachusetts Institute of 
Technology (MIT) has lived up to its 
reputation as a great educational insti- 
tution by trying to further its raison 
d'etre — the spread of education — by 
putting its course content on the Web 
(A New Day Has Come; BW, 5 
January). So has a university in 
Vietnam. What is surprising is the dis- 
interest of other institutions to follow 
the example of these two. 


NO TIME TO RELAX 
India has truly arrived 
on the global scenario 
(Ask Why The Times 
Are Good..., BW, 5 
January). The world has 
recognised our achieve- 
ments and realised what 
we are capable of as a 
nation. But we should not 

become complacent and bask in our 
new-found glory. Instead, we should 
assess our shortcomings and plan 
carefuily to consolidate our position. 


T a=. 


SYMBIOSIS AT PLAY 
In“Tinker, Tailor, Soldier, Nursemaid 
(BW, 5 January), the author has 
presented the reality in a lighter vein. I 
believe that more than any other 
reason, getting settled abroad is an 
‘escape’ for Indians — an escape from 
the system, corruption and red tapism 
among other things. 

While on the one hand, the 
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Neither is it that others have noth- 
ing to add to what the MIT and the 
university from Vietnam put on the 
Web, nor is it that content on the Web 
will reduce the demand for admission 
into these institutions; the MIT 
example trashes that idea. If it is pure 
apathy that is holding them back, then 
they should introspect why they were 
set up in the first place and figure out 
what their course of action should be. 
S. Vidya, Bangalore 


rie We should empha- 
sise on developing and 
utilising our greatest 
strength — human 
resources. Next, we 
should concentrate 
on removing infra- 
structural bottle- 
necks to attract foreign 
investment. If India succeeds in 
strengthening these two key areas, it 
will only be a matter of time before it 
becomes a global force to reckon with. 
Akhilesh Kumar Shah, Faizabad 






Americans are benefitting from this 
situation as they are hiring low-cost 
workers from India, on the other, for 
Indians, it is an opportunity for getting 
paid relatively better and a chance to 
have a better living standard. 

Viewed in this light, this Indo- 
American trade-off is actually a 
symbiotic relationship. 

Kawaljeet Singh Duggal, Delhi 
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Birla Asset Allocation Fund 


(An Open-ended Fund of Funds Scheme) 





Take no chances with your investments 


Investors regularly encounter situations when their 
portfolios are overweight in Equities even at the height 
of equity boom; or overweight in Debt inspite of 
unnaturally high returns from the debt assets. 
Unintentionally, this polarity alters the risks associated 
with the portfolio. 


Asset Allocation is a well proven investment strategy to 
deal with such situations by matching the risk-return 
profile of the investor with his/her portfolio's risks. 


Birla Asset Allocation Fund is a Fund of Funds scheme 
that provides an effective, disciplined and cost effective 
solution to invest in a basket of mutual fund schemes in 
debt and equity. 


The fund comes with four plans to match various risk 
profiles - Conservative Plan, Moderate Plan, 
Aggressive Plan and Dynamic Debt Plan. 


So, take no chances with your investments. Invest in 
Birla Asset Allocation Fund today. 


Initial Public Offer - Units at Rs.10/- each for cash at par 





Statutory Disclosure: This being a Fund of Funds scheme, the investors are bearing the recurring expenses of the 
scheme in addition to the expenses of the other schemes in which Fund of Funds scheme makes investment. 
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The name inspires trust 


Constitution: Birla Mutual Fund (BMF), has been set up as a Trust under the Indian Trust Act, 1882. Sponsors: Sun Life (India) AMC Investments Inc. and Birla | 
Global Finance Ltd. (liability restricted to seed corpus of Rs. 1 lac) Trustee: Birla Sun Life Trustee Co. Pvt. Ltd. Investment Manager: Birla Sun Life Assel | 
Management Company Ltd. Risk Factors: Mutual Funds and securities investments are subject to usual risks associated with capital and money market instruments. | 
There can be no assurance that the funds objectives will be achieved. As with any investment in securities, the Net Asset Value (NAY) of the units issued under the | 
scheme can go up or down depending on the various factors and forces affecting the securities markets. Past performance of the Sponsors and its Affiliates / Mutual | 
Fund /Scheme(s) / AMC does not indicate the future performance of the schemes of the Mutual Fund and does not form a basis of comparison with other investments. | 
The Sponsors are not responsible or liable for any loss or shortfall resulting from the operations of the scheme beyond the initial contribution of Rs. 1 lakh made by 
them towards setting up of the Mutual Fund. The name of the scheme does not in any manner indicate either the quality of the scheme, its future prospects or returns 
For details and risk factors read offer documents and refer to your financial advisor before investing. Scheme Objective: Birla Asset Allocation Fund | 
(An Open-ended Fund of Funds Scheme): The primary objective of the Scheme is to provide income and capital appreciation along with diversification by 
investing in a basket of debt and equity mutual fund schemes in line with the risk profile of the customer. Load Structure: Entry Load: Aggressive Plan - 1.50% 
Moderate Plan - 1.00%, Conservative Plan - 0.50%, Dynamic Debt Plan - Nil. Exit Load: Nil. 


E-mail us at connect@birlasunlife.com © Toll Free No. 1-600-22-7000 Visit us at www.birlasunlife.com | 








NOT YET 


Your reality check on the stockmarkets 
indicates that there is a scope fora 
sustained rally (‘...Health Check, BW, 
12 January). One of the few negatives 
that you mentioned in the story is that 
interest rates are bottoming out. 
Higher interest rates will make 
shares less attractive. But are inflation- 
adjusted real interest rates really that 
low? Economists have been talking 
about interest rates falling and the 
Reserve Bank of India, the only agency 
that really matters in this, has 
continued to test the floor. All said and 
done, we may not have seen the end of 
falling rates yet. 
Deepti Trivedi, Lucknow 


SAME OLD STORY 

Even after 55 years of Independence, 
the Congress continues to kowtow 
before the ‘dynasty’ (‘Desperately Seek- 
ing Priyanka’, BW, 22 December). The 
Congress has still not managed to en- 
courage any alternative leader outside 
the ‘family’. I think it is high time that 
the party started to look beyond the 
Gandhis in order to be in sync with the 
changing times. 

Dhruv Mishra, Via email 


WHAT’S THE AUTHOR’S 
RELIGION, ASKS VHP 

It seems to us that Tony Joseph thought 
he was being clever when he wrote the 
article ‘Why BJP should be more 
Hindu’ (22 December 2003). His name 
implies that he is, at least, a nominal 
Christian. However, he says: “I have 
found no religion as appealing to the 
intellect, as satisfying to the soul and as 
accommodative of differences as 
Hinduism. I can also think of no reli- 
gion more suited to the spirit of demo- 
cracy. In the West, democracy deve- 
loped in conflict with — and despite — 
the Church. In India, democracy took 


| namely Economic and Political Weekly, 


root in the fertile soil of Hinduism... It 
is Indian culture that nurtures Indian 
democracy; and Indian culture was 
shaped by Hindu thought.” 

One wonders if he has reconverted 
to Hinduism. If he has, we in the VHP 
would be most happy. 

On a more serious note, Joseph | relevant. 
should tell his readers why he does not 2. The author thinks that the nation 
think that other political parties like the | 


| BW REPLIES: 
| 
| 
| 
x 
x 
| will be better off if the BJP becomes 
Congress, the various communist and | 
| 
| 
| 
| 
| 
| 
ł 


1. The author belongs to the 
universal religion called humanity and 
| means what he writes. He also belongs 
| to Indian culture, as shaped by Hindu 
| thought over millennia. He fails to see, 
| though, how his religion or lack of it, is 


| truly Hindu and the Congress (and 
socialist parties, etc., should also not be | other secular parties) truly secular — to 
Hindu. After all, ifthey are not, then | the extent of supporting a uniform civil 
they are not preaching the very essence | code, for example. True Hinduism and 
of Hinduism that he holds in such high | true secularism, he believes, are 
esteem, and so would be unfit to claim ` compatible with each other. It is the 
to rule our country. | false variety that causes trouble. 
Secondly, Joseph should inform his 3. The author is neither a supporter 
readers if he has beenasupporterof | of BJP nor an opponent of it. However, 
the BJP or an opponent. Because if he he supports some BJP policies and 
is the latter, then his advice to the party | opposes some others. 







should be deemed to be 4. On the question of competence, 
suspect. I the author values the reader 
But, then, one wonders Sii feedback and thanks Mr 
at the competence of | Chowgule for it. 
Joseph to pontificate on 5.The author also 
matters of importance to thanks Mr Chowgule for the 
the state. He thinks that information that Moonjes 
the foundation of the |; meeting with Mussolini in 
RSS was on the basis of 1931 lasted only half an hour. 
applying the methods of ~ However, he wishes to assert 
Hitler and Mussolini. that he finds nothing wrong 


= } with the Moonje-Mussolini 

' meeting per se — even if the 
meeting had lasted a whole 

day. The article's concern was that 
during one of the darkest periods of 
India’s history, some nationalistic 
Indians were tempted to seek external 
solutions for the perceived weaknesses 
of the Indian civilisation — solutions 
out of sync with India’s own genius, 
and quite unlike the solutions found by 
M.K. Gandhi and the millions who took 


These methods, he 
claims, were studied by 
B.S. Moonje. The minute detail that the 
RSS was founded in 1925 and that | 
Moonje spent a colossal time of half- 
an-hour in March 1931 with Mussolini 
should be of no concern when one 
wants to base ones arguments on what 
one knows to be lies. 

This association of the RSS and 
Mussolini, through Moonje, has been 
made popular by one who claims to be 


a scholar, an Italian by the name of to him as their leader. 
Marzia Casolari. Her perverted thesis 
was published as an article with the CORRIGENDUM 


In the cover story ‘Anand Gets Tough’ 
(BW, 12 January), we said that Anju 
Choudhari was the head of Unilever 
China before he joined the Mahindra 
Group. He was actually the sales 
director and vice-chairman, Unilever 
Shanghai Sales Corporation. 

We regret the error. — Editor 


title ‘Hindutva's foreign tie-up in the 
1930s: Archival Evidence’, in that 
bastion of leftism in our country, 


A SASS SSS E E E NAAA A AANE AA AAAA AAAA a Hapana aaan s i ttn 


issue dated 22 January 2000. 

In another context, the under- 
signed had prepared a response to this 
trash, and the same is available at 
www.hvk.org/specialrepo/hate/ 
index.html. 

Ashok V. Chowgule, president, Vishwa 


| Letters can also be sent to | 
Hindu Parishad, Madhya Pradesh | 


editor@bworidmaii.com 
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Whether it's your daughter's marriage or your child's education, a mutual fund manager can offer 
various investment plans that help you meet your objectives. Should money go into the high-risk 
high-gain stock market? Or into low-risk low-gain debt instruments like government bonds? 
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Once you've entrusted your money with the mutual fund manager, rest assured, his expertise 
will help you go a long way. For more details, contact your nearest Mutual Fund office today Soch hamari. Fayda aapka. 
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Headed towards foreign shores: Hyundai's Santro ¿ CI ee TA 
(below), Suzuki's Alto (top right) and Tata's Indica Re BEN 





cover srov 0 [he Big Little Car Hub 


They say that production follows the market. Last year India overtook Italy to become the second-largest small 
car market in the world. And it could give even Japan, the current No. 1, a run for its money. So, can India be- 
come the small car hub for the world? If we play our cards right, definitely. 


Mating Season 
Toggle between par- iy KE W 
ties anyway you want. 3 X 
For, in the run up to 
the hustings, who ties 
up with whom is any- 
body’s guess. 






Friends now? Kalyan » P 
Singh (L) & Vajpayee 


Petroleum The government finally clears the plan 
to maintain 5 million tonnes of strategic oil reserves. 


Interview Yehudah Livneh, director at Teva Pharma- 
ceuticals, on what makes the Israeli generics king tick. 


Telecom Indias cellphone market is growing at a 
scorching pace. But where do we stand in the world market? 
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SBI Trust money to reach you anywhere in Gods Own 


| Country — through SBIs new floating ATMs. 


M&AS The deals in 2003 were smaller than the ones in 


| 2002, but the number of overseas acquisitions have shot up. 


CAS it’s time to scrap the conditional access system 
amendment to the Cable Act — it has helped no one. 


PSUS If the government were to sell off even 10% of its 
stake in public sector units, it could build 15 airports, or un- 
dertake the national roads project all over again. 


Deepak Chopra 
The mind-body-spirit guru on the 
Soul of Leadership. And how it 
helps achieve long-lasting success 
— the way Wall Street sees it. 


“If people feel you are genuinely 
concerned about them, they do 
not mind paying extra” Chopra 
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IN DEPTH Imagining the future 
3s Boom town rap 


The Indian economy has grown at 
8.4% in the last quarter of 2003. 
How did this happen? And can the 
growth be sustained? 


HIS seems to be the season for thinking the un- 
thinkable. Defeating the Aussies in cricket. Creat- 
ing a South Asian economic union. Taking the 
Sensex beyond 6000. Our imagination has grown 
wings, and many things suddenly seem within 
reach, if only we try a little harder. 








Agriculture will push growth > 


So can India become a global hub for small cars? “The ques- 
tion itself is as important as the answer,” says principal corre- 
spondent M. Rajshekhar, adding: “We couldn't even have 
thought up this question five years ago; today, we are not only 
thinking of it, we are even planning for it.” India is already the 
second-largest manufacturer of small cars in the world and 
IN VOGUE could overtake Japan, which is in the first position. Having got 
this far, the automobile majors find that they can now take a 


60 Tech Edge | good shotat the global market. If everything goes according to 


| script, India could export over 100,000 vehicles this year. 


42 TV software The industry has a bright future. But 
only ifit manages to scale up. 


47 RFID it could be the next big thing in technology. 








Two cars, one from Hyundai and the 
other from Honda, raise the technol- 
ogy bar in the C segment. 


The Accent CRDi (L) & the City 1.5 


All this is not to say that the in- = 
| dustry will have an easy ride on Busines SW orld 
the global market. They still a 
have to grapple with many Hon b. ` 

tricky problems — Rajshekhar 
explores them on page 30. 
Whether the industry reaches its 


64 Bookmark They could not have come a moment global destination or not, the 


too late. On India’s demographic time bomb and on media. journey itself should be exciting 
TUS DORN | | and we will follow it with interest 


me wes in the coming months. As I had become the 
COMMENT written in a different context smäll car hub? 


10 Ashok Desai Ifwe go by John elsewhere, there is no such thing 


Dunning’s theory ofinvestment development 85 inevitability, and there is no 
path, India’s top companies will go global. ‘invisible hand’ guiding economies to their ‘destiny’. How well 


India’s companies and sectors do will depend on how quickly 
COMMENT 


they learn and adapt. 
28 Omkar Goswami A list of New Year 
resolutions for the government. That should 
take care of its duties for the next decade. 





56 Low-cost PCs The sub-25k PCs are finally here. 
But pick them only if they suit your needs. 








As interesting as the automobile opportunity could be the op- 
| portunity in RFID — radio frequency identification. All indica- 
| tions are that this could soon become a movement rather than 
ECONOMICS 2.0 _ just another technology. What is equally interesting is that a 

| handful of Indians are driving the developments, Turn to page 
46 Niranjan Rajadhyaksha Most 47 for a preview of the business opportunities that RFID could 
think innovation has to create sudden discon- | open up for you and also to get familiar with the Indians who 
tinuities. But there's another type too. are leading the charge. 


ON THE CONTRARY 


54 Mahesh Murthy we're poised fora 
big leap in 2004. And it’s because an enterprising | 
few see opportunity where others see problems. 








| If you are one of those who suspect there is more to economic 
growth statistics than what meets the eye, then turn to page 38 
for the full picture. 
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In the 
next 
decade, 
India 
should 
witness 
an 
increase 
in invest- 
ment 
outflows 
and its 
best firms 
will go 
global 


ashok v. desa 























Where is India 








nufacturing Industry. It was timely — very use- 
ful reading for my Tripos examination. But my 
interest in British investment did not extend 
beyond the examination; I moved on to 19th 


century German wages, livestock geography, | 


technology transfer and such diverse subjects. 
When I went to teach economics in Fiji and 


on the path? 


HILE I was a student in | 
1958, John Dunning had | 
come out with his path- | 
breaking book American | 
Investment in British Ma- | 





Dunning was appointed the assessor, thename | 
rang a bell. But it was quite a pleasant surprise | 


when he actually came over. He was a hand- 
some man — he had a long austere face with a 
gentle smile. He was mild and polite in the Eng- 


lish fashion; but he managed to convey his | 


views very Clearly nevertheless. I learnt much 
from his incisive comments on our standards. 

I was keen to get John to meet my students. 
Pacific students had a terrible reputation for 
getting drunk. But I felt that I had inculcated 
some sense of sobriety in them; I wanted to 


prove that they were as good as students any- | 
where else. So I organised a party in the stu- | 


dents’ club, with beer and scotch. 
The party went just fine the first year. Next 
year, the student I had placed in charge of the 


bar was a footballer; without telling me, he ad- | 


mitted the entire football team in. They gath- 
ered around the bar and started swigging. The 
beer disappeared alarmingly fast. Then, in their 
collegial way, they started a fight. 

I was appalled. I went up to Sitiveni, my bar- 








man, and told him to get them out. I did not | 
think he could do it, for it was him against a | 


dozen. But he went into action, beat up all of | 


them and threw them out. The operation was 


quick, but not entirely quiet, I kept hoping John ` 


would not notice. He may have, but being an | 


Englishman he never raised an eyelid. 

He later developed what he calls an eclectic 
theory of foreign investment. Multinational en- 
terprises invest abroad for three reasons. First, 


| 
| 
| 





they tryto capture ownership-specific advan- 
tages (O): for instance, patent rights, processes 
and other strengths not available to competi- 
tors. Second, they exploit locational advan- 
tages (L): for instance, presence of natural re- 
sources or cheap labour, or cheap inputs. 
Finally, they exploit internalisation advantages 
(I), which arise because some assets are better 
owned or employed by the firm instead of be- 
ing bought from the market: for instance, a 
management structure or an R&D outfit. 

From these building blocks, he has devel- 
oped a theory of investment development 
path. Countries go through five stages. The 
poorest countries, in the first stage, have noth- 
ing to attract foreign investment other than 
their L-advantage — location of natural re- 
sources. As they get richer, a domestic market 
develops; it acts or can be used as a magnet to 
attract foreign investment from multinational 
enterprises with O-advantages. Eventually, do- 
mestic firms emerge that can exploit the do- 
mestic market just as well as foreign firms, and 
start using their O-advantages to invest abroad. 
In the fourth stage, outward investment comes 
to exceed inward investment. In the last stage, 
reached by the countries with highest incomes, 
both inward and outward investment are sub- 
stantial and the balance fluctuates. Where does 
India fit on this path? In the 1970s, India was 
just emerging from the first stage. In the 30 
years since, it has crossed the second stage and 
is entering the third. In the next decade we 
should see our investment outlflows increasing 
and our best companies going multinational. 

John Dunning is a great networker. His work 
has absorbed advances as others made them; 
and he has influenced many. Some of his 
friends, admirers and followers are getting to- 
gether, under the aegis of Lancaster University 
Management School, at India International 
Centre on the morning of Saturday, 17 January, 
to celebrate his work. A lively tradition of re- 
search has grown up around him; long may he 
continue to lead it. E 
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oday | Schneider Electric, the world 


automation, continues ‘to imovate with the 





MINI-BUDGET ’04 


FM’s new 
year gifts 


S a possible prelude to early 
A polls, the government on 8 

January slashed custom du- 
ties across sectors and simplified 
tax filing norms. A few highlights: 
Effective from 1 April 2004 
@ Those with under Rs 1.5 lakh 
annual salary need not file returns. 
@ Pensioners will be exempt from 
the purview of the 1/6 tax scheme. 
Effective from 9 January 2004 are: 
@ Peak rate on non-agricultural 
goods down from 25% to 20%, 4% 
Special Additional Duty abolished. 
@ Customs duty on cellphones 
down from 10% to 5%. 
@ Excise on computers slashed 
from 16% to 8%. No excise on 
recorded DVDs and VCDs. 
@ Excise on aviation turbine fuel 
reduced from 16% to 8%. 
@ Customs duty on power trans- 
mission and distribution projects 
reduced from 25% to 10%. Cus- 
toms duty on coal down from 25% 
to 15%. Duty on electricity meters 
reduced from 25% to 15%. 
@ Customs duty on specified life- 
saving bulk drugs, formulations, 
medical equipment and parts of 
artificial limbs reduced to 5%, ex- 
empt from countervailing duty 
@ Customs duty on project im- 
ports with an investment of at 
least Rs 5 crore in plant and ma- 
chinery reduced to 10% from 15% 
@ Duty on VCD players, washing 
machines, PCs, laptops, refrigera- 
tors and cooking range brought in 
under Transfer of Residence 
halved from 30% to 15%. 
@ Electronic filing of service tax 
returns is being extended from 10 
services to all 58 services 
@ Customs duty on specified in- 
puts for manufacture of electronic 
components is slashed from 
15%/5% to 5%/nil and, in case of 
capital goods used for manufac- 
ture of electronic goods, it is down 
to nil from 15%/10%. wë 


AFP 





A.B. Vajpayee: seeking more support 


POLITICS 


Matingseason 


ITH the Lok Sabha polls 
likely to be advanced to 
April/May, the political 
mating season has be- 
gun. It’s time to forgive and forget, time 
for fantastic proposals. Never before has 
the old saying about politics and strange 
bedfellows been so apt.Sample these: 
WE Last month, the BJP invited Rashtriya 
Kranti Dal leader Kalyan Singh to attend 
prime minister Atal Bihari Vajpayee's 
birthday celebrations in Lucknow. He 
went and the two bitter foes parted with 
a promise to meet again, sparking off 
speculation that the former UP chief 
minister may rejoin the BJP, although he 
continues to cohort with Kusum Rai, the 
cause of his expulsion in the first place. 
lB Last week, Congress president Sonia 
Gandhi sent a party delegation to wish 
Singh on his 70th birthday. They went 
with a bouquet and an invitation to join 
hands with the party. Never mind his 


Pervez Musharraf during a visit to Islam- 
abad that he had quit the NDA because 
of the communal violence in Gujarat. 


| B Two weeks ago, the DMK and MDMK 


walked out of the NDA. The BJP 
promptly invited AIADMK leader Jay- 
alalithaa to join in. A few days later, So- 
nia phoned Karunanidhi and the 
CPI(M)'s chief power broker Harkishan 
Singh Surjeet flew to Chennai to meet 
him. The ironies are telling. Jayalalithaa 
was responsible for the downfall of the 


_ Vajpayee government in April 1999, 13 


| 


role in the Babri Masjid demolition. So- | 


nia also walked across from 10 Janpath 
to Lok Janashakti leader Ram Vilas 


Paswans house for an impromptu visit | 


— their second meeting in less than two 
weeks. Sonia is not the only one chasing 
Paswan. He's also met Rashtriya Janata 
Dal (RJD) leader Laloo Yadav, Samata 
Party leader Nitish Kumar and the BJP’s 
Bihar leadership. This is the same 
Paswan who told Pakistani president 
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months after it assumed office, while in 
1997, the Congress made an issue of the 
DMKSs suspected links with the LTTE 
when it withdrew support to the Gujral 
government forcing early polls. 

@ In Haryana, the BJP is preparing to 
switch partners again. In 1999, it had 
dumped Bansi Lal and the Haryana 
Vikas Parishad for Om Prakash Chau- 
tala’s Indian National Lok Dal. Now, it's 
wooing the HVP again. So is the Con- 
gress. Senior CWC member Arjun Singh 
has met Bansi Lal with an alliance offer. 
m In Maharashtra, NCP chief Sharad 
Pawar is negotiating a pre-poll tie-up 
with his partner-in-government, the 
Congress, as well as his chief rivals in the 
state, the BJP-Shiv Sena combine. If 
Pawar ditches the Congress, it could 
trigger off assembly polls in the state. 

iñ Meanwhile, Sonia has been touching 


base with BSP chief Mayawati. The lat- 
ters dalliance with the BJP, with which 
she ran a government in UP is no bar. 
Mayawati’ condition: the Congress 
must withdraw support to Mulayam 
Singh’s government. Will a Congress- 
BSP understanding rock Lucknow? 

E Shibu Soren’s Jharkhand Mukti Mor- 
cha (JMM), too, isin demand. The BJP is 
said to have offered it a 60-40 seat shar- 
ing arrangement in next year’s state 
polls and the chief minister's post in re- 
turn for JMM support to BJP candidates 
in 12 ofthe 14 Lok Sabha constituencies. 
The bribery scandal which almost con- 
sumed the JMM during Narasimha 
Raos days is history. 

Absurd though it may seem, there's a 
method in the madness that has en- 
gulfed political parties and the battle 
lines for the polls are taking shape. On 
one side is the BJP-led ruling National 


The likely new equations 


CONGRESS-LED ALLIANCE 
Congress, RJD, BSP, DMK, 
MDMK & NCP 

Left to support Cong except in WB and Kerala 


BJP-LED ALLIANCE 


BJP, Shiv Sena, Akali Dal, 
AIADMK, PMK, BJD, TMC, Janata 
Dal (United) which includes Samata 
Party, AGP & TDP 


Samajwadi Party declares it will contest alone 













Democratic Alliance. On the other side 


can be seen the hesitant beginnings of a 
Congress-led front, aided and abetted 
by the CPI(M), except in its fortresses of 
Kerala and West Bengal, where the Left 
is in direct contest with the Congress. 

The underlying logic of the visible 
desperation for a grand pre-poll alliance 
is the realisation in the two national par- 
ties that they simply cannot win a ma- 
jority on their own. And the regional 
parties are making hay, weighing their 
options and cold-bloodedly calculating 
their gains. The concept of untouchabil- 
ity has vanished from politics today. 

As alignments shift and equations 
change, Indian politics is going through 
another upheaval. The coming polls are 
poised to become a survival battle for 
the national parties. For the Congress, 
it’s the final test of Sonia's leadership. For 
the BJP, it will be a test of the Vajpayee 
agenda of good governance and devel- 
opment as opposed to Hindutva. W. 

ARATI R. JERATH 











VIEWPOINT: TONY JOSEPH 
Vajpayee’s real 
achievement 


HAT is the biggest achievement of the 
Vajpayee Government? It is definitely 
not the economy. India has the potential 
to grow at 8% consistently. Country after country 
in eastern Asia has shown that it is possible. So 
the fact that this government has not yet got us 
there is a negative. Even if we touch a growth figure of 7 or 7.5% this year, it 
will be a statistical aberration caused by the failure of monsoons in 2002- 
2003. The best that can be said about this government's economic manage- 
ment, therefore, is that it hasn't messed up. 

Let us put this in perspective. The governments of Indira Gandhi and Rajiv 
Gandhi pushed up the growth rate from 3.5% to over 5% in the 1980s by loos- 
ening the Licence-Permit Raj. (It's another matter, of course, that the Con- 
gress governments were responsible for it in the first place!) The Narasimha 
Rao government of the early 1990s then pushed up growth rates even more to 
over 6.5% by junking the Licence Raj altogether. The third front governments 
that came after Rao dilly-dallied and could make no further breakthroughs. 

Vajpayee had the opportunity to take reforms forward and push economic 
growth to 8% or more, but his heart doesn't seem to have been in economics. 
Remember all the breakfast meetings he had with business leaders that came 
to nothing? So the next time the government crows about its economic 
achievements, remember to ask: what's the big deal about 5-6%, the average 
growth figure for the last five years? 

But there's one area where this government can claim credit — foreign 
policy. Just as Narasimha Rao and Manmohan Singh recast India's economic 
policy in the early 1990s, Vajpayee and Brajesh Mishra recast India's foreign 
policy in the early 2000s. And just as the future will remember the Rao govern- 
ment for the break it made with India's economic past, it will remember Vaj- 
payee for the decisive break he made with India's diplomatic past. 

If most foreign policy analysts have not begun to see things this way, it is 
because they are lost in the details — the attempt to link the nuclear blasts 
with the Chinese threat lacked sophistication; Operation Parakram achieved 
little; the Lahore bus trip and Agra summit were disasters, and so on. But the 
point to remember is that if the government has made mistakes, it has learnt 
fast and well. Today, the results are beginning to show. The crackdown on ULFA 
militants in Bhutan and the refusal of Myanmar and China to give them refuge 
is one example. Pakistan fervently seeking a dialogue with India, because it 
knows time is not on its side economically or diplomatically, is another. 

This column is too short to give a full account of the achievements (See 
‘The Age of Promiscuity', BW, 5 January), but this much can be said: India has 
shed its third world ghetto mentality and there's no power today that doesn't 
acknowledge it as a rising nation with global interests. Its equation with the US 
is stronger than ever; its relationship with China is on the mend; it has discov- 
ered a new foundation for its ties with Russia; and its neighbours (other than 
Bangladesh) are beginning to see the advantages of being on good terms with 
it. In Vajpayee, India has found a leader in Nehru's mould who also has a 
greater sense of realpolitik. But the recent diplomatic successes are built on 
the economic initiatives of the past. We need new momentum. `" 





You can reach Tony Joseph, editor BW, at tony@bworldmail.com 
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TUART McGill's googlies are 

tame in comparison to the one 
just sent down by the World Econo- 
mic Forum (WEF). The Geneva- 
based rich boys’ club ranks select 
countries every year by their comp- 
etitiveness. The 2003 index shows 
that India has actually fallen in the 
rankings — from 54 to 56. And this 
when indications are that India has 
become more competitive. 

So what’s happened? Some 
commentators have angrily sug- 
gested that we should just ignore 
these rankings. But it’s worth look- 
ing at the data a little more closely. 
Two observations are in order. First, 
part of the slippage is because the 
WEF now covers more countries in 
its list. Malta, Luxembourg and 
Gambia have pushed India three 
pegs down in the growth competi- 
tiveness rankings. If the new en- 
trants are taken out of the reckon- 
ing, then India would be at 53, a 
minor rise in the tables. 

Second, India’s position in the 
business competitiveness index 
(which covers companies rather 
than economies) is unchanged at 
37. That said, it’s a point to ponder: 
is this the best we can do in our year 
of glory? Perhaps, the sceptics are 
right: just ignore the damn thing. 


AS 


HERE is one group that has 

been busy ignoring another 
famous global table — the Morgan 
Stanley Capital International (MSCI) 
emerging markets index. Global 
money managers normally track 
this index with slavish commitment, 
by allocating funds to various 
countries based on their weightage 
in the index. 

This pattern seems to have 
been broken in 2003. India’s 
weightage in the MSCI index is 
5.2%, so it should have got 5.2% of 
the nearly $34 billion invested in 
emerging markets in 2003, or 


El IDEAS 


by Niranjan Rajadhyaksha 


$1.78 billion. The actual figure was 
| much higher: $6.7 billion. 

Expect a recasting of the MSCI 
index next year. 


5S 


ND here’s something 

interesting from a New York 
Times review of the new five- 
volume Oxford Encyclopedia of 
Economic History. It tells us more 
than a bit about the power of 
innovation. “Some consistent 
themes emerge from the many and 
varied entries. One is the impor- 
tance of technological innovation in 
raising living standards. Consider 
cotton, an expensive and relatively 
unimportant textile until the mid- 
18th century, when spinning 
became mechanised. Before that 
innovation, an Indian hand spinner 
took 50,000 hours... to spin 100 
pounds of cotton. After the 
invention of the hand-operated 
cotton mule-spinning machine in 


| the 1760s, that time dropped to 
_ 300 hours. With the mule, human 
| fingers no longer had to spin the 


threads, thread could be spun on 
many bobbins at the same time, 
and the strength of the thread 
improved significantly. After 1825, 
when the self-acting mule spinner 
automated the process, spinning 
100 pounds of cotton took 135 
hours. Cotton became a cheap and 
common cloth, and cotton 
production a major industry.” 


ES 


INALLY, RBI governor Y.V. Reddy 

has warned banks that 
households will shift their money 
out of banks if interest rates on 
deposits fall too low. Over the past 
year, deposit rates have fallen by 
3% while lending rates have come 
down by 1% only. This means that 
bank spreads have widened 
substantially, allowing them to take 
their eyes off efficiency. " 
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OIL STRATEGY 
Hiding oil in 
Caverns 


HE Union Cabinet last week 
T cleared the setting up of a 5 

million-tonne strategic crude 
reserve at three locations — two 
near Mangalore and another at 
Visakhapatnam. This stockpile will 
meet oil demand for 15 days. The 
oil will be stored in caverns as is 
done in the US (see ‘Oil Hunt’, 
BW, 14 July 2003). India keeps 
5.7 million tonnes of reserves at 
the refineries, which meets 
another 19 days of oil demand. 

The strategic reserve will be 

stored in the non-porous granite 
rocks on the west coast. The rocks 
will be blasted to create tanks that 
will be below the water table. The 
cost: Rs 1,640 crore. Add to that 






= va 
(1mt) 






South of Ñ 
Mangalore 
(2.5mt) 


the crude cost of Rs 4,900 crore. 
Annual maintenance charges will 
amount to Rs 33 crore. This is the 
first step in creating a 45-day 
crude stockpile. That's important 
as India imports 69% of its crude 
needs and last year's import bill 
was Rs 78,000 crore. 

It is reported that Indian Oil will 
set up a 100% special purpose ve- 
hicle for the purpose. It will issue 
bonds worth Rs 1,225 crore, 
backed by the Union government. 
The recovery will be done by a 20 
paise surcharge on every litre of 
petroleum products sold. In all 
likelihood, the tanks will be built by 
Engineers India in collaboration 
with US firms. a 

ANUP JAYARAM 


FOR 48% READERS, DIVYA BHASKAR 
IS THEIR SOLE NEWSPAPER. 


Outof 12.11 lac readers, for 5.80 lac people in Ahmedabad 

Divya Bhaskar is truly the only one. Yes, according to 

AC Nielsen ORG MARG, Divya Bhaskar has a sole 

readership of 48%. It is indeed Ahmedabad's most Divya Bhaskar 
loved and most read newspaper. 


7  fecaenos2o ~ 

Total Readership Sole Readers ied a 
i 2 us Mal Hae 2 aasa | 

Divya Bhaskar 12.11lacs 5.80 lacs = S. ~~ 


Gujarat Samachar 10.02lacs 4.40 lacs No.1 in Ahmedabad 





Joint-Arms Communications 


DAKSH eSERVICES 


HE Daksh eS- 

ervices centre 

in the Philip- 

pines, the 
company’ first overseas 
venture, will start Web- 
and voice-based opera- 
tions by end-January. 
The $5-million facility in 
Manila will do 25% of the 
client work that the India 
operations undertake. It 
plans to employ 1,000 
people over the next 12 
months. By then Daksh 
expects to be 10,000- 


DILEEP PRAKASH 





Sanjeev Aggarwal: A strategic move to Philippines 


people strong (ithas 6,000 employees at | will help strengthen its customer service 
present). By March 2005 ithas projected | offering as that country is known for its 
revenues of $100 million, 15-20% of it | 
coming from the Philippines entity. | 
Daksh expects to notch up a turnover of | 


$60 million in the current fiscal. 
Says Sanjeev Aggarwal, CEO, Daksh 


eServices: “By 2005, we will be among | 


the Top 15 BPO companies in the world. 
We are also planning an IPO next fiscal. 


The offering will be in the range of $30- | 


million-50 million.” 


Daksh undertakes over 70 processes | 


for 14 clients and has also started doing 
work in German and French languages 
last year. The move to the Philippines 





voice capability. Jose Maria B. Gajitos 
(formerly with IBM, Manila, for 15 
years) will head the Manila operations, 
which, incidentally, cost 10-15% more 
than the Indian ones. 

However, Daksh is yet to tap the fi- 
nancial services BPO which can be of- 
fered from the Philippines as the coun- 
try has the largest number of US GAAP 
certified accountants outside the US. 
Says Aggarwal: “This move will also help 
us get a foothold into the financial ser- 
vices BPO space.” 


a 
SHELLEY SINGH 

















DINESH KRISHNAN 


x What was that again? 


Moving to Manila 





“We are watching the 


market activity closely 
as it seems to have 
grown too fast” 


G.N. BAJPAI, 
chairman, Sebi, 
on I January 2004 
(when the Sensex 
touched 5915). 
Earlier, he had 
warned investors 
not to get carried 
away by the hype 


While the regulator is worried about 
the soaring markets, finance minis- 
ter Jaswant Singh has different ideas 


“I would refute the ` 
members’ contention 
about unhealth 
presence or healthy 
presence. The Indian 
markets of the 1990s 
was very different from 
the markets in 2003” 

- JASWANT SINGH, 


~ on13 December 
(when the Sensex 





€ —wasat5315) in the 
E Lok Sabha, 
= insisting thata 
phenomenal 
change has taken 
place in the period 





Safta: Much ado about nothing? 


RIME Minister Vajpayee 

seems to have caught the 
free trade agreement bug. Re- 
cently he signed one with Thai- 
land. He's just signed one with the 
Saarc countries. He wants to sign 
one with Asean. The Safta deal is 
not a big one, at least for India.To- 
tal trade with SAARC nations is 
less than 3% of India's total trade 
with the world. Other countries 
stand to benefit more from Safta. 
But a deal with ASEAN? Now, that 
would be something. z 

AVINASH CELESTINE 
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India's trade with Exports % to total imports %to total Total % to total ; 
major trade blocs ($ mn) trade ($ mn) trade (Exports trade ` 
(2002-03) + 
Imports) 
| ($ mn) 

Total India trade 52,370 _ 61,445 _ 113,815 _ 
IEEE IOS CU NN 2,596 4.96 498 0.81 3,094 2.72 
P IFE TEUMICUUE 4,628 8.84 5,161 8.40 9,789 8.60 
India - EU trade 11,382 21.73 12,548 20.42 23,930 21.03 
IPE 11,839 22.61 5,062 8.24 16,901 14.85 |3 
Safta: South Asia Free Trade Agreement | Source: CMIE Š 
al % eat + de “— reeks `. . RPP AE E E 
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Windermere 


Illustrative Trade Shows Ltd. 


www.windermere .co.in 


You've got the product. 
We’ve got the market. 


Textiles, Apparel, Jewellery, 
Leather and Handicrafts 
businesses, here’s your 
opportunity to expand overseas. 
And getting there is as 
simple as participating in 
‘Just Experience India’, the first 
ever exclusively Indian trade 
show in France at Parc 
d’expositions Villepinte - Paris 
Nord. ‘Just Experience India’ will 
bring you face to face with the big, 
bigger and biggest buying houses, 


importers and wholesalers 


from Delhi) or mail us at 


contact(@windermere.co.in 


Highlights: 

e Fully built-up and furnished 
9 sq. mt. stall for Rs. 135,000 
(for 3 days) 

e° Comprehensive assistance in 
getting up to 90% of the cost 
refunded from the Government 
of India under the MDA 

e 5 nights/6 days all inclusive 
travel package for Rs. 58,500 
(optional) 

e Highly economical logistics 
solutions for transporting 
shipment of samples to the venue 
and back 

e Over 10,000 visitors expected 


' \', during the show 
across Europe and UK. To -1~— 5 


e° Pre & post event assistance 


e Dedicated language 
interpreters available at 
the venue 


know more call us at 0124- 1 exp ae 
3 pace provided by our Paris office 
5059020, (95124-5059020 
m= 


Experience India 
Paris, April 28-30, 2004 


Official Tour Manager: 


G&Kin 


holidays & more 


Big Business 
Opportunities 


Official Carrier: 


OND 


TRITON/D/03/2023 


Windermere Illustrative Trade Shows Ltd., 212, JMD Regent Square, M.G. Road, (NCR) Gurgaon. India. 


IN the global pharmaceutical sector, 
Israel’s $5-billion Teva Pharmaceuti- 


cals is to generics what the $32.4-bil- | 


lion Pfizer (the world’s largest spender 
on R&D ) is to new drug discovery. A 
key man in Teva’s relentless march in 
the US generics market is director 





and US handle patents. Though we 
often hire outside firms for opinion. 


m Why and when did Teva enter the 


| US market? 


Yehudah Livneh, who is responsible | 


for the firm's patent strategy. He was in 
Delhi recently to address a seminar on 


patents. Excerpts from an interview | 


with BW s Gina S. Krishnan: 


m Teva has been both a challenger and 
an innovator, how does it feel? 
Being a challenger has heightened 





DILEEP PRAKASH 


Teva entered the US in 1985-86 after 
the Hatch Waxman Act was passed, 
which allowed generic firms to grow 
in the US market. We purchased 
Lemmon and W.R. Grace. Teva was 
small then, just $150 million. 


-m What is the kind of patent protec- 


tion MNCs have? 

They get protection on anything and 
everything. Besides product patent, 
formulations, active pharmaceutical 
ingredient (API), process of prepar- 
ing the API, polymorphs, hydrates, 
blood level, food level and method of 
use are among the processes patent- 
ed. Recently, we looked at a product 
and it had 300 process patents! 


m What are Teva’s future plans? 

The generics business is our core 
business, and we plan to be in this for 
the long run. Although we have a 
blockbuster and a pipeline of prod- 
ucts in R&D and feel that innovation 
has tremendous benefits. But we are 


the biggest player 
our sensitivity to INTERVIEW/Y. LIVNEH in generics and 
what can go wrong that will always be 
when filing a ) important to us. 
patent. It has also t S 
increased our skills m With 2005 
so that we can file M N | x nearing, are 
watertight patents. S generic firms 
establishing a 
m What will be the lobby to put 
impact of litigation VS u S across their view? 
on innovation? Seven years ago, 
Negative definitely. the generic asso- 


Companies are busy filing sham 
patents instead of doing truly innov- 
ative research. The cost of litigation 
both for protecting and challenging 
patents is also increasing. An average 
Para IV costs $2 million-5 million 
over a three-year period. MNCs incur 
at least 2-3 times more. 


m How big isTeva’s legal department? 

Quite small. The whole company is 
about 9,000-10,000 strong. Of this 
just 60 people across Israel, Europe 





ciations of Canada, the US and Eu- 
rope formed the International Gene- 
ric Pharmaceutical Alliance ( IGPA). 
As Teva is in all three markets, it was a 
founding member. The IGPA seeks to 
be a counter-balance to the MNC 
lobby. But it is a small organisation. 
The generic firms’ resources are lim- 
ited. We are outnumbered and out- 
gunned by the MNCs. It’s only now 
that governments are realising that 
generics is part of the solution to the 
high costs of medical care. w 
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NEERAJ TIWARI 


India in 
13th spot 


T'S been a wonderful year for the 
mobile subscriber growth in In- 


dia. During 2003, 17.7 million new 


subscribers were added, raising 
the total to 28.2 million. Of this 
6.2 million were brand new CDMA- 
based users. India has moved up 
five notches in the global ranks to 
the 13th place since the last listing 
in March 2003. Since India adds 
close to 2 million subscribers every 
month, we should be among the 
Top 8 countries by 2004-end. But, 
don't be too thrilled. In 2003, 
China added 63 million mobile 
users (5.25 million a month) and 
49 million fixed line subscribers. E 
ANUP JAYARAM 


Rising up the ranks 




















| Ranking Countries Subscribers (mn) | 
Mar '03 Dec '03 Mar '03 Dec '03 | 
1 1 KAE 270 | 207 | 
2 2 EW 156 | 140 | 
3 3 82 79 | 
4 4 Weer 62 | 59 | 
5 5 ell 56 52 
6 6 ix 54 50 
8 7 Biel “46, 34 
7 8 FN 40. 38 
9 9 Err 35 33 
10 10 AOE: 35 | 32 
14 11 EISEM 32 18 
2 12 DEWE 31 26 
18 13 WE 28.2 | 12.7 | 
Poll results 
HE results of ICAI’s council 
elections are out. Harinderjit 
Singh, partner, PriceWaterhouseC- 
oopers, is among the winners. So 
is his colleague S. Gopalakrishnan, 
though Partha Mitra (from PwC’s 
member firm Lovelock & Lewes) 
lost out. Other winners for northern 
region's five seats are Charanjyot 
S. Nanda, S.C. Vasudeva, Amarjit 
Chopra and Vinod Jain. i 


NEW INTERNET EXPERIENCE 
ONLY FROM TATA INDICOM 


TOTAL INTERNET 
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We gave you the first Internet connection in India, and the fastest too. Now, with Total Internet, you can zoom ahead 
access with a whole lot more. 4 


RIIN 
ni) 
Mant 
i! 


2 = 
SS Make international calls economically and with superior voice quality using Tota! Internet's Net Telephony, š 
Ee Enjoy features like phone book and speed dialing with the TATA Indicom Softphone for Net Telephony. Store all your a 


additional mails online with Total Internet's extra storage space. Get enhanced Web Mail with filters, virus scanning 
and folders. All this, with a single TATA Indicom Total Internet pack. 


TATA Indicom Total Internet. Go get the experience of a lifetime. 


telephony 








\LL EXISTING SUBSCRIBERS OF TATA INDICOM INTERNET SERVICE FROM VSNL HAVE SEEN UPGRADED TO TOTAL INTERNET. 





4 Hour Customer Service Phone nos.: Arvi: 02132-242824 * Bangalore: 080-56600121 * Bhubaneshwar: 0674-2546828 * Chandigarh: 0172-257119 * Chennai: 044-55540121 
Coimbatore: 0422-2578282 * Dehradun: 0135-2668282 * Ernakulam: 0484-2421720 * Gandhinagar: 079-3229905 * Goa: 0832-2783121 * Guwahati: 0361-2468282 ° Hyderabad: 
40-55230121 ° Indore: 0731-5020121 * Jalandhar: 0181-2259765 * Kanpur: 0512-2581282 * Kolkata: 033-23558282 * Mumbai: 022-55990121 * New Delhi: 011-55500121 * Patna: 
612-2238765 * Pondicherry: 0413-2228765 * Pune: 020-4110121 * Thiruvananthapuram: 0471-2700295 R K SWAMY/BBDO VSNL 10483A/BW 


= owned ferry that plies across the idyllic 
_/ sengers and cash. 


ri tiple Access (CDMA) wireless tech- 
s Z nology to run the machine. The of- 


\ January 2004, says P. Sukumar, 


—, assistant general manager at SBI’s 
/ Ernakulam main branch. 


/ [ rare serie’ Leasing & Fi- 


i ' Bank of India (SBI) is launching the 
> world’s first floating automated teller 


\/ points out. “They cannot go to the bank 
_.. todrawcash, it’s a trial in itself. And, it is 


\_/ which hundreds of thousands of people 
, commute daily. Though the ATM is pri- 





OW you can bank while you 
boat in the serene backwa- 
ters of ‘God’s Own Country’. 
Literally. In Kerala, State 


machine (ATM). The ATM is on a state- 
backwaters of the state, delivering pas- 


SBI will use Code Division Mul- 


ficial launch is set for 


“A lot of people are commuting 
from these islands everyday,” Sukumar 
marily intended to serve backwater reg- 
ulars, it also hopes to catch the swelling 
wave of tourists pouring into the state. 

According to the latest government 
figures, tourism is now Kerala's fastest 
growing industry. Last year, it earned 
Rs 950 crore from foreign tourists alone 


a novel idea too.” 
The picturesque backwaters have 
nearly 1,900 km of waterways along 


INDIA LEVERAGE FUND 


Performance pays 


Union Bank of India, Oriental Bank of 
Commerce and Indian Overseas Bank 
are participating in the fund and have 
put in an average of Rs 25 crore each. 
“We have commitments worth Rs 175 
crore and are expecting another Rs 75 
crore to come in the first half of Febru- 
ary,” says Shahzad Dalal, vice-chair- 
man, IIML. The fund is structured in 


nancial Services’ venture capital 

arm, IL&FS Investment Managers 
(IIML), is close to raising the first 
tranche of its Rs 500-crore India Lever- 
age Fund. It is set to raise Rs 250 crore. 
Punjab National Bank and the parent 
company of ITML, IL&FS, are the princi- 
pal investors — sponsors — in the fund. 


Recent fund performance 





Retum | 
(x times) 


2.03 | 36.0 





Pa ae — | Amount | Amount | Holding 
eo nes [ARS oror) Ws crore) | NON 
92.6 ` 
2.6 


IRR 
3.75 | 
1.00 
4.25 | | 
O37 ai | 
| 1.50 | 

3.30 | 
Indraprastha Re: ED | 3.24 | 


*Shares of face value aggregating Rs 12 crore (Rs 130 per share at current price) still held by the fund. 


RPG Mobile 6 | 
MRO-Tek | 
Supreme Vinyl 

Chalet Hotels 

Kshema Technologies 














Calleo Consolidated Tech. 
Birla Perucchini 
Auto Ignition 








NEERAJ TIWARI 


Source: IIML 
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ANTHONY LAWRENCE 


BANKING 


Floating ATM 


and grew at nearly double the na- 
tional average for the sector. This 
season, all the three-, four- and 
five-star hotels in the state have 
been fully booked since mid- 
December. 
The other floating cash dis- 
penser is on board the Queen 
Mary II, the largest cruise ship in the 
world. However, it is part of a full- 
fledged bank branch. So SBI of- 
ficials say that their off-site ATM 
is distinctively different. 

The Kerala ATM will join the ranks 
of another unconventional Indian 
banking machine. ICICI Bank runs an 
ATM van in Mumbai which stops daily 
at four locations in the suburbs. Banks 
are reaching out to customers. Ww: 
ERICA NELSON 


such a way that investors with lower ap- 
petite for risk will be repaid first at 12% 
internal rate of return (IRR) as and when 
the fund exits investments. “Investors 
with a larger risk appetite can stay on 
and collect the upside,” says Dalal. 

The fund will focus on infrastructure 
and look at investments in roads, ports, 
telecom, energy, oil and gas, and auto 
ancillary. Dalal feels the power sector, 
too, offers great scope. “With the intro- 
duction of the Electricity Bill 2003, there 
is no Power Purchase Agreement risk. 
The generating firm only carries a con- 
struction risk and as long as it can pro- 
duce power efficiently it can sell to grid 
companies and make profits. An 
EBITDA (earnings before interest, tax, 
depreciation and amortisation) of 20- 
30% is quite possible,” says Dalal. 

Will the fund size of Rs 500 crore be 
too small for large-scale infrastructure 
projects? “We don't think so. In any case, 
infrastructure projects are leveraged 
and we have the capacity to putin Rs 40- 
crore-Rs 50 crore per investment. We 
want to make only 7-8 investments,” 
says Dalal. IIML has had a decent exit 
record over the last two years, exiting 
nine investments atanIRRof31%. W 

SHISHIR PRASAD 


Growth|Rower 
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DIVYA BHASKAR NOURISHES 
THE NEWSPAPER MARKET 
TO GROW BY 30%. 


Ever since Divya Bhaskar was launched in Ahmedabad, Divya Bhaskar 
the Gujarati newspaper market has expanded by an 
astonishing 30%. That's 21.60 lac readers as per the 
recent AC Nielsen ORG MARG report, as compared 
to 16.35 lac readers as per NRS 02. Yes, this truly is 
Divya Bhaskar’s fruit of success...just for you to taste. No.1 in Ahmedabad 
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MERGERS & ACQUISITIONS 


Global dreams 


EAR 2003 may have seen a 
smaller number of mergers & 
acquisitions (M&A), yet the 
year was pivotal as it saw a 

manifestation of India's global aspira- 
tions. The number as well as the size of 
foreign targets showed a steep rise. 


Close to 50 overseas acquisitions 


amounting to $1.8 billion took place last 


~ year—amore than four-fold increase in 


the average deal size from $7.5 million 
in 2002 to $36.5 million in 2003. 
Another interesting twist to the year 


N 7 was the fact that even lost bids made 


headlines. Take the case of Mahindra's 
offer for Valtra, and Tatas effort to ac- 
quire InterContinental. It only serves to 
show that Indians are now competing 
for companies that are strong enough to 
invoke the interest of global players. 

In the domestic market, M&A activ- 


- ity moved to a more broadbased struc- 


ture, Gone are the days when a few large 
transactions overwhelmed the market. 


“., The top five deals accounted for just a 


fourth of the M&A market in the last six 
months of 2003, the lowest proportion 
in any half-yearly figures in the past five 
years. The total number of deals in 2003 
stood at 674, second only to 2002 figures 


` inthe past five years, signalling a rise in 
«=; participation in the deal market. 


ananaw ah 
z 


wv nae 


Sectoral domination is also getting 
reduced — the information technology 


(IT) sector is now being challenged by | 


the service sector as well as Old Econ- | 
omy firms (see ‘The Market Movers’). A | 


survey of deals worth more than $100 | 









Value No, of 
| sectors ($mn) deals 
‘| Information 
_ technology 762 
_ Banking and 489 
finance 
| 
Cement and 
building materiais 469 
`Z Telecom 432 
~~» | Pharmaceuticals 
a ee 362 38 


aptew ewes 
` 
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_ and healthcare 
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The market movers 


Average deal [ 


Source: INDATA india Advisory Partners ` 


Rising global buys 


2002 
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[Overseas acquisitions ($ bn) i 


Overseas acquisitions* raced to an all-time x | 
high of $1.79 billion in 2003, accounting — 
_ for 38% of total M&A transactions (up from | 

: just 2% in the previous year) a 
_* Includes purchase of assets a 











million shows that the largest acquisi- 
tion in the year belonged to the cement 
industry — the 38.5%-stake that Grasim | 
Industries bought in L&T’s Cemco for | 
$364 million. The banking sector saw 
two mega deals — the $191-million ac- 
quisition of HFCL Infotel by Investment 
Trust of India and the $160-million stake 
bought in UTI Bank by HSBC. In contra- 
st, the IT sector had just one big- ticket 
deal — Hewlett Packard’s $272-million 
acquisition of Digital GlobalSoft. 

India Advisory Partners, which has 
collated this M&A data in its annual IN- 
DATA report, believe that “trends will 
continue to sustain and broaden the 
level of M&A activity in India”. 

The market saw increasing partici- 
pation by private equity | 
investors — another sig- 
nificant trend. Last calen- 
dar saw 74 deals in this 
segment, totalling $737 











size ($ mn) 


8.47 million. This figure is not 
much larger than 2002 ` 
7.76 numbers, but indicates a ` 
comfort-level that pri- 
52.11 vate equity is beginning 
30.86 to enjoy. It also points to E 
times when financial 
9.53 stake will be bolstered by _ 
management control. W 
ANUJA BYOTRA 
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CONDITIONAL ACCESS SYSTEM 


Time to scrap It 


Why it makes sense to junk the law on CAS 


They will add more colour 
to the CAS tamasha unfold- 
ing in New Delhi. At least 
” four cable operators, each 
heading a body that claims to represent 
their ilk, three multi-system operators 
(MSOs), the Union ministry of informa- 
tion and broadcasting, the Delhi gov- 
ernment, BJP members, a consumer co- 





/ ordination council that claims to 
, represent 50 consumer organisations, 


and several resident welfare associa- 


<-y tions are already partying. Their collec- 


tive noise on everything from prices to 
technology to consumer rights has pos- 


_. Sibly done what many broadcasters 


Apreni taan pany 


were hoping for — killed any consumer 


; desire to experiment with a set-top box 


(STB) — at least in the short run. If they 
continue to speak in a babble of contra- 
dictory voices, it will surely sound the 


S death-knell for CAS. 


That is great news. For almost two 
years now, BWhas maintained that the 


’ CAS amendment to the Cable Act of 
_ 1995 was a well-intentioned but hastily 


N thought of legislation, full of logical in- 


~ consistencies (See ‘Understanding CAS, 
BW, 9 June 2003). Finally, the confusion 


on the ground, which saw 2.6 lakh up- 


_ market South Delhi homes going with- 
out pay channels for over three weeks, 
— has led the government to the same 


conclusion. It doesn’t want to deal with 
the issue in a rah-rah run up to an early 
election. Sources within the I&B min- 
istry confirm that they are washing their 


, hands off CAS. There is talk of an ordi- 


nance to denotify all the areas up for 
mandatory implementation. 
That will not help consumers. If the 


s government is indeed committed to 


~~~» bringing transparency and choice to In- 


-eveaeseri y 
"i 
ÇN 4 
x Fd 


dia’s 42 million cable homes, then it 


* must scrap the CAS amendment to the 


Cable Bill. Unless there is a plan to bring 


/ it back after the Lok Sabha elections, 
.., there isno business reason to hang onto 


this law. It does not benefit anyone ex- 


RING on the dancing girls. 


The unfolding 
> drama 




























The CAS amendment to the 
Cable Act is passed. Viewers 
will have to use a set-top box 
to watch pay channels 

it is made mandatory to 
‘implement’ CAS in metros in 
= six months. Advertisers, 
MSOs, broadcasters react 


———— u U uu 





A price of Rs 72 plus taxes 
fixed for the basic tier. Cable 
operators upset 


PsA PAPA NA a aaa AT 


Operators toid to offer 
individual channel prices and 
give detailed reports on 
subscribers to the government 


Four days before the CAS 
‘implementation’ deadline, it 










2003 - 





Close to the state electio 
Liam Delhi is deleted from the list 
YAU KE of metros that have to 
‘implement’ CAS by September 
CAS is opposed by the Shiv 
Sena in Mumbai, doesn’t take 
off in Kolkata. But implemen- 
tation begins in Chennai 


Sept 
2003 





annette k 


PIL filed in Delhi High Court for 
stay on CAS. The court rejects 
it and allows three months 
time to experiment with CAS 


Dec 
2003 





All pay channels blacked out 
by operators in South Delhi. 
Resident 
welfare 
associations 
get active 


2004 





baa 
= 
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is deferred to 1 September aa 
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cept the MSOs and broadcasters, who, 
in the long run, stand to gain a share of 
the Rs 7,500-odd crore cable subscrip- 
tions fee pie ifthere is 100% declaration. 
And that looks years away from happen- 
ing. The conflictofinterest among cable 
operators who own the last mile, broad- 
casters, MSOs and consumers is simply 
too much to be resolved easily. South 
Delhi is just a case in point. Notice that 
only 10,000 STBs have been sold in the 
1.1 million-connection cable Chennai 
market. In South Delhi, operators pooh- 
pooh the MSOs claim that 30,000 STBs 
have been sold. The real number, they 
say, is closer to 5,000. 

“Why is CAS not working in South 
Delhi? It is because he (the cable opera- 
tor) is not interested in pushing it, he 
leses his rozi-roti,” reckons Virendra 
Gaur, president of Cable Operators 
United Front, one of the many voices on 
the issue. Ata minimum rate of Rs 72, 
plus taxes, operators willlose revenues if 
even 20-30% homes opt for free-to-air 
channels. More importantly, the control 
over the last mile, your home, and, 

therefore, revenues, will finally be 

g withthe MSOs. So most operators 

did not inform consumers that 

they would be switched off if they 
did not buy STBs. 

MSOs dismiss these temporary has- 
sles. “Indian consumers will not buy till 
denial of service happens,” reckons S.N. 
Sharma, president (North India), Hath- 
way Cable and Datacom. He also points 
out that the government seems eager to 
dump CAS in an election year. “It has 
been a few days only. Let it be tested for 
at least three months as the high court 
order says. The heavens are not going to 
fali before that,” he says. “Leading politi- 
cians of Delhi, including the I&B minis- 
ter, termed CAS as anti-consumer and 
called for a review even before the im- 
plementation process could start,” says 
an InCable spokesperson. For MSOs 
like Hathway, InCable or Siti Cable, 
pushing CAS is crucial. Most have in- 





vested Rs 100 crore-150 crore in STBs | 


and the supportingtechnology.TheSTB §§ INTERVIEW/VHUAY SINGH 


E O Itis hard to 
implement 


valuations for them. x 
Vijay Singh, additional secretary, [&B 








On the other hand, if the law is | 
dumped, it clears the ground for the in- 
dustry to take over. Anyone, a DTH op- 
erator, a telecom or a broadband com- 





H 


pany could offer STBs, in all probability x ministry, talks to BW on: 
free of cost, or at very low prices. That 
will meet the government's stated ob- E The current status of CAS 


$ 
$ 
3 


jective of bringing choice (of everything 
—technologies, operators and chan- 
nels) and transparency to the consumer 


It is being implemented in Chennai. 
In Delhi, it has been interrupted by a 
government and a high court order. 








far better than any law could. ` There are complaints about readine- 

Forthattohappen,thelawhastobe ss and transparency. And, there is a 
scrapped fast. If consumers get put off, _ political angle as the Delhi govern- 
they may not buy STBs. The confusion © mentfeelsitisnot consumer friendly. 


could benefit only two parties. The gov- 
ernment, which will be only too happy 
to respond to the call for a broadcast No,we are not thinking of scrapping 
regulator so that it can increase its con- it. At least nothing has been dis- 
trol over media. Or any telecom opera- — cussed within the government. 
tor that chooses to use this opportunity 
to seed the market with STBs. Thatwill B That mandating CAS was a bad idea 
create another tamasha. @ — We realise that world over CAS has 
VANITA KOHLI-KHANDEKAR ” 7 
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m Scrapping the CAS amendment 
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If you keep custome 
waiting for heavy g 
you won't keep cust 


You can now transport heavy goods swiftly and securely to their final destination, 
for much less than you'd expect. Whether you're importing components or exporting 
inished goods, you'll benefit from our wide range of innovative and flexible services that 
nake DHL Fast Forward the revolutionary and cost-effective shipping solution. Take the 
DHL challenge right now and discover why the world no longer has to wait for heavy goods, 
simply log onto www.fastforward.dhl.com or call us 24 hour toll-free on 1600 111 345. 
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happened differently. But when the 
CAS committee was meeting, every- 
body was happy. All these people — 
Kunal Dasgupta, Peter Mukeriea — 
were there. Nobody questioned it. It 
is clear that without transparency in 
the relationships between MSOs, 
broadcasters and cable operators, it 
will be hard to implement CAS. 





We are not pushing it. It is in the high 
court order, various consumer bod- 
ies are pushing for it. We agree the 
balance between advertising and 
pay should be by self-regulation. 
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E Why small operators like 
Datta or Roop Sharma have a 
disproportionate say on 
They represent themselves and we 
do not take them as representatives 
of the industry. We are kept informed 


by a whole lot of other operators and 
MSOs who know the business. 8 








SEERA 


























reds 
ose 2 


G 


eae 


es 





oa 


ms 


° 


Hee 


i 


Rens 


sz 


on 


| 


Market ** Central Value of 
Company capitalisation government govt. holding 
(Rs crore) Share (%) (Rs crore) 


! 

| Oil & Natural Gas Corp. 
_Indian Oil Corp. 
| State Bank of India 
| GAIL (India) 
| Steel Authority of India 

| Hindustan Petroleum Corp. 
Bharat Petroleum Corp. 
| Neyveli Lignite Corp. 
Bharat Heavy Electricals 
| National Aluminium Co. 





















26,003 
29,645 
31,423 
23,695 
20,735 
15,368 
15,360 
13,754 
13,096 
12,429 


84.11 
82.03 


1.05.981 
48,926 





© © 
~ ma O Q ; 


@ 


Total value of holding in shares listed in BSE PSU index = Rs 3,25,624 crore 


* RBI's holding, ** Market capitalisation as on 6 January 2003 


Source: BW research 


PSUs 


The value of 10% 


ITH the markets zoom- 
ing, the value of the gov- 
ernment's share in PSUs 
stood at a whopping 
Rs 3,25,624 crore on 6 January. By cur- 
rent estimates, the sale of a 10% stake in 
ONGC and GAIL to the public will fetch 


the government Rs 13,000 crore. Now, if | 





| the government were to unlock just 10% 


stake in all its PSU holdings (at least, 
those listed in BSE PSU index), it could 
easily rake in Rs 32,000 crore. 

Just imagine what all the govern- 
ment can do with this amount. The 
money is nearly enough to launch an- 
other project on the scale of the 


` INTERVIEW/DEEPAK CHOPRA 


Soul curry for leaders 


HE was on TIME mapydnesiin of the 
Top 100 icons and heroes of the last 
century. With 25 books on the mind- 
body-spirit connection (including one 
on golf), Deepak Chopra is today turn- 
ing his sights towards the corporate 
world. So he lectures business leaders 
twice a year at the Kellogg School of 
Management on The Soul of Leader- 


ship. Chopra was recently in India, giu- 


ing the lecture at Delhi's Chinmaya 
Mission. Padma Damodaran caught 


up with him to fnd out his plans e 


corporates. 


s On his plans to help business 

increase revenue and profitability... 

I plan to work with business leaders 
: this year. But nothing is final yet. 


m On the Soul of Leadership... 

A leader is a catalyst for transforma- 
tion and change, can actualise a vi- 
sion, and take a group to a new level. 
That requires awareness of needs and 
the ability to respond to them. We 
teach corporate executives to ask 
themselves a few questions: what 
am I observing, what am I feel- 
ing, what’s the need here, 
what's the right response for 
a particular need. An effec- 
tive leader should be flexi- 
ble enough to be a pro- 
tector, a team builder, 
an entrepreneur, an _ , 
innovator, a nur- 
turer and a vision- 
ary (the dif- 
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ASHISH SAHI 
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Rs 54,000-crore national highways pro- 
ject, which will connect the four metros 
through the 5,846-km long Golden 
Quadrilateral route and link Kashmir to 
Kanyakumari and Silchar to Porbandar 
through a 7,300-km long corridor. 

What else can be done? The first 
phase of the Delhi Metro rail network 
across 63 km is set to be completed by 
2005 and is billed at about Rs 10,000 
crore. Which means, the money from 
the stake sale could easily finance simi- 
lar rail systems in say, Hyderabad, Ban- 
galore and Pune. 

Or, the government could utilise the 
money to upgrade major airports or 
even set up new ones such as the one 
planned in Greater Noida. The Kochi in- 
ternational airport completed in 1999 
cost Rs 230 crore. The Navi Mumbai In- 
ternational Airport, Nagpur Aviation 
Hub and Pune International Airport in 
Talegaon are estimated to cost about 
Rs 9,100 crore. So with a kitty of around 
Rs 32,000 crore, India could roll out 
more than 15 international airports! 
What’s more, a sale of 10% stake would 
still leave the government with a major- 
ity stake in 36 of the 46 listed companies 
in the BSE PSU Index! m 

ASHISH AGGARWAL 


ferent kinds of leadership styles, not 
including the saints). 


m On making business successful... 
We looked at the most successful 
companies in the last 15 years..., in the 
last 50 years. There is something con- 
sistent about them. Their leaders 
have a total lack of personal ambition, 
but are very ambitious about the vi- 
sion of the team. They have a high 
level of employee loyalty.... 
ẹ¢ If your employees are loyal, 
your customers will be loyal; 
when your customers are 
loyal, your investors will 
be loyal. Customers want 
relationships. If they 
_ feel that you are gen- 
—uinely concerned 
about them, then 
k theydon't mind 
paying 
extra. E 
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HP Colour Laser Printers. Now get more to choose from. 





HP presents an incredible range of color laser printers. You can select the one that suits your business needs and also fits into your budget. They are designed to 
set you free from the hassles of outsourcing; saving you both time and printing cost. What's more, they give you flexibility of using various types of media in 


various sizes. So get ready for high quality, high performance and high speed color laser printing for your business. Available round the clock. 
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HP COLOUR 
LASERJET 3700 SERIE 


Rs. 97,999 * onan 


16 ppm (Cir/Bik) 

64 MB RAM 

55,000 pages per month 

600 x 600 dpi, HP ImageREt 2400 
PostScript 

MODELS - 3700 / 3700DN 

FREE Philips DVD player** 
worth Rs. 7,000/- 


HP COLOUR 
LASERJET 3500 SERIES 


Rs. 6] 999 Y Onwards 


12 ppm (Clr/Blk) 

64 MB RAM 

45,000 pages per month 

600 x 600 dpi, HP ImageREt 2400 
Host-based 

MODELS - 3500 / 3500N 


FREE Philips DVD player** 
worth Rs. 7,000/- 


HP COLOUR 
LASERJET 2500 SERIES 


Rs. 35,999 * oimai 


4/1 6ppm (Clr/Blk) 

64 MB RAM 

30,000 pages per month 

HP ImageREt 2400 

PostScript 

MODELS - 2500L / 2500 / 2500N 


HP COLOUR 
LASERJET 1500 SERIES 


Rs. 44, 999 * onwards 


| 4/\6ppm (Clr/Blk) 

í 16 MB RAM 

i 30,000 pages per month 
i HP ImogeRE! 2400 

i Host-based 

| MODELS - 15001 / 1500 


FREE Toner** 
worth Rs. 5,000/- 
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HP COLOUR HP COLOUR HP COLOUR 
LASERJET 4600 SERIES LASERJET 5500 SERIES LASERJET 9500 SERIES 
Ee Rs. ] B'S 999* Onwards = Rs. eA 34, 999* Onwards | Rs. >, 24, 999 f Onwards 
I 16 ppm (Ch /Bik I 22 ppm (Clr/Blk) í 24 ppm (Clr/BIk) 
l 96 MB RAM ; 9ó MB RAM ; 160 MB RAM 
85,000 poges per month 120,000 pages per month 2,00,000 poges per month Oe $$ ¿c ero 
i 400 MHz processor : 400 MHz processor i 500 MHz processor 
: 600 x 600 dpi, HP ImageREt 2400 i 600 x 600 dpi, HP ImageREt 2400 I HP ImageREt 4800 
: PostScript i PostScript f PostScript : 
| MODELS - 4600 / 4600DN / 4600DTN | MODELS - 5500 / 5500DN / 5500DTN i Commercial press-like quality Ú 
Save upto Rs. 20,000/- under Save upto Rs. 40,000/- under using high gloss medio if 
HP Colour Laserjet buyback HP Colour Laserjet buyback MODELS - 9500N / 9500HDN 
program*** program*** Save upto Rs. 80,000/- under invent 
HP Colour Laserjet buyback 
program*** 


To tind out more call 9628 123 123 Delhi & NCR, Mumbai & Bangalore, 


1600 444 999 (Toll Free) in other cities or email: in.contact@hp.com 


“Estimated street price. Sales tax & levies extro. * * Offer is based on redemption. To redeem offer on Colour Laserjet 1500/3500/3700, the end customer needs to o Teg on to 

www.hp.com/in/promotions. ***For details on HP Colour Laserjet buyback program on Colour Laserjet 4600/5500/9500 series, please contact your nearest HP ‘Colour In 

Office’ Partner. Offer valid for end customers from 1st Jan 2004 to 31st Jan 2004 . © 2004, Hewlett Packard Development Company, L.P a eis H 
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‘by omkar goswam 


ell If India is to | 
` continue to win... 


XCELLENT first half results. Sensex | 
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The author is chief 
economist, Confederation 
of Indian Industry 


„the 
Centre 
must 
address 
these 
four 
major 
areas in 
this 
decade 











crossing 6000. Foreign exchange re- 





serves at over $100 billion. Quar- | 


terly GDP growth exceeding 8%. I | 


haven't seen India usher in a new | 
| year with such confidence. The big question is: | 


how can we translate this ‘feel good’ factor and 
the achievements of 2003-04 into higher 
decadal growth? I've written on this before, but 


as we begin 2004, the theme bears repetition. | 
Irrespective of which party or alliance comes to | 
power after the elections, it would do well to | 


single-mindedly pursue four goals. 
Goal No. 1: Physical infrastructure. Much 
has happened for the National Highways Au- 


thority of India’s Golden Quadrilateral project. | 





Equally, much needs to be done. Even if we fo- | 


cus only on national and state highways — and | 
most state highways are so poor that they dont | 


deserve to be called roads, leave aside highways 
— there is work that needs to done on another 





187,500 km. Also, not enough has happened for | 
developing the village roads, for which an extra | 
Re 0.50/litre was levied in the last Union Bud- | 


| get. A third of these roads were supposed to be ` 


rebuilt with concrete. Up to October 2003, less 
than Rs 5 crore has been spent on doing so. 


Similarly, Indian rail needs major reforms. | 
Cargo traffic has been steadily moving away | 
| from rail to roads because of high tariffs arising 
out of cross-subsidisation. There is excessive | 


congestion on main lines, a rapid deterioration 
of rolling stock, and a decline in safety stan- 


dards. The Indian Railways needs major invest- | 





ments. Just as the roads in the country are grad- | 
ually improving through fuel cess and prime | 


importance given to the National Highway De- | 
velopment Programme, so too can the Indian | 


Railways be transformed if such importance is 
given by the highest authority in the country. 


power is still a sad story. There is an 11% short- 


fall between peak demand and supply, and In- | 


dia needs some 100,000 MW of additional 


power in the next seven years. Power reforms | 








need the attention of Central and state govern- 
ments for two reasons. First, no region can grow 
at 7%-plus with such poor availability. Second, 
you fail to deliver power, and the electorate will 
fail to deliver you. Remember Digvijay Singh. 

Goal No. 2: Agriculture. The decadal 
growth of agriculture has been under 3% per 
year. With two-thirds of the population depen- 
dent on the rural economy, this must be raised 
to around 4.5% in this decade. Moreover, agri- 
culture has to grow at 4.5% for India to consis- 
tently achieve above 7% GDP growth. That 
won't be easy because agriculture is a state sub- 
ject, and most states aren't in a fiscal position to 
devote resources for irrigation, seeds and ex- 
tension services. But it has to be done through 
fiscal incentives, changes in laws, encouraging 
new technologies and marketing methods, and 
far greater public-private partnership. 

Goal No. 3: Using IT for educational em- 
powerment. By 2020, India will have 231 mil- 
lion people in the 15-24 age group who will 
need gainful employment, plus another 232 
million children between five and 14 years. For 
them, IT has to be the lever. Even if half of them 
get access to community computers, India will 
be an unbeatable force in the knowledge age. 
This requires a dramatic expansion in laying fi- 
bre optic cables and ensuring that the basic 
computer costs no more than Rs 15,000 so that 
each village can have at least three. 

Goal No. 4: Rural housing. According to the 
2001 Census, only 41% of rural households 
have pucca houses, and just 21% have concrete 
roofs. Why should this be so? Why can't the 
boom in loan-financed urban housing be repli- 
cated for rural India? Why can't public sector 
banks offer housing and home improvement 
loans to farmers at 7.5% floating for 15 years? 


|! The benefits are enormous. There will be more 
Notwithstanding the Electricity Act, 2003, | 


rural housing. There will be a surge in rural em- 
ployment; there will be greater broadbasing of 
the demand for brick, cement and steel. 

These are the tasks of economic gover- 
nance. They should occupy us for a decade. @ 
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Presenting the HP Scanjet 4670. 
Now there will be no such thing as hard-to-scan. 





Revolutionize the way you scan with the stylish HP Scanjet 4670 see-through vertical 
scanner. An ideal combination of breakthrough HP technology and cutting edge 
product design, the HP Scanjet 4670 perfectly fits your idea of scanning. You can 


scan hard - to - scan objects, large format documents and photos with great ease. 
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Japan. The factors 
working in its 
favour and the 
hurdles that it 
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HE traffic light is red. Three cars — a Hyundai 
Santro, a Maruti Alto and a Tata Indica — stand 
neck and neck waiting for the light to turn green. 
Nothing unusual about that except for one thing. 
We are not talking about a road in Delhi or Mumbai 
in India; we are talking about a road in Frankfurt, 
Germany, or London, UK. This is not a reality yet, 

but could well be by the end of this year. 
As the three ‘Made in India’ small cars (sub-compacts in 
Europe or minis in Japan) begin to make inroads into Europe, 


Africa and South America, this year could well turn out to be a 


landmark. Over 100,000 cars will be shipped from India to Eu- 
rope (the UK and Italy) and Africa. In 2003, Hyundai Motor In- 
dia exported 30,000 cars from India. This year, it is targeting 
70,000. Maruti Udyog exported 32,240 cars in 2002-03, but 
35,000 in just nine months of 2003-04. And Tata Motors will 
ship 100,000 cars to Rover over the next five years. 

With this, India’s automobile industry is selling a dream. 
This export surge comes close on the heels of India, with a pro- 
duction of 503,000 units in 2003, overtaking Italy as the world’s 
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Hyundal Santro small 
cars being loaded onto 
containers at the com- 


Global sma 


R.A. CHANDROO 


pany’s plant near Chennai CAR SALES 
India (2003) 503,000 


Japan (2003) 1,820,000 


China* (2003) 480,000 
Europe(2002) 890,000 


*China’s figures are for cars of engine capacity 
of less than 1.4 litres. This segment has grown 
219% from 2002. By August 2003, this market 
was selling 40,000 units a month 










compare, and you will 
find that India scores 
high on two parame- 
ters — availability of 
skilled labour, where 
we rank second, and 
availability of qualified 
engineers, where we 


second-largest manufacturing base for small cars. Japan still 
leads with 1.82 million units in 2002-03, but its market is 
shrinking even while the Indian market is growing. While 
Japan's small car sales fell 1% for the second consecutive year, 
India’s rose almost 10%. The future looks even brighter. 
Hyundai alone is cranking up its annual export capacity so | 
that by 2010 it can export 500,000 small cars like the Santro 
and the Getz from its production base in Chennai. Maruti and 


Source: Media reports and industry estimates 


Tata Motors are not disclosing their export plans. But even if 
they maintain their ratio of small car exports vis-a-vis 
Hyundai, they would be exporting 350,000 and 250,000 units, 
respectively, by 2010. Together with the domestic market, In- 
dia could well make more than 2 million small cars by then. 

Little wonder then, that this is leading to some excited 
speculation in Indian auto circles: Can India emerge as a small 
car hub? Lets take a look. 


The Nature Of Global Hubs 





come out tops (See ‘Relative Costs of Manufacturing’). What 
does this mean? Simply that India is as strong a contender as 
anybody else to the title. To dissect that further, it is essential to 
understand what makes a country a hub. Examples of Japan 
and Italy — the model small car hubs so far — show that the 
market must have: 

E A domestic market that can absorb a big part of the output; 
E Original equipment manufacturers (OEMs) that can make 


| Cars atamong the lowest costs in the world; 


E A highly competitive and well-developed vendor base to 


supply components cost-effectively; and 
E Evolved R&D capabilities to support, design and develop 


It depends on what we mean by auto hub. Leaf through an x 
ICRA study on how the Indian and the Chinese auto industries | 
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= newproducts. 
= backdrop to the dream is cer- 
ee surge comes at a time when the 


|= flux. Between themselves, the 
= global automakers can make 76.8 


| mandis just 46 million units. That 
| leaves 40% capacity unutilised. 


s production around, sniffing for 
— ways to cut costs. Uncompetitive 
|= plants are being closed and, un- 

| like in the past, when companies 
T hadto set up plants in a country 

= to access its market, today the 

= only factor determining new 
= plant locations is economics. 
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For India, the international 
tainly favourable. India’s export 


| global auto industry is in a state of 
| million cars a year. But the de- 


| This is putting margins under 
| pressure. The result: a consolida- 
tion-hungry industry is shuffling 


| Large Domestic Market 


x Labour costs 9 
| That we have the world’s second- — 
= largestmarketforsmallcarsfulfls Labour productivity” 
(the first pre-requisite. This gives ross ve value added/employee 
| us better economies of scale. But Int erest rates 


China is catching up fast. As op- 
| posed to the 503,000 small cars 


f= sold in India last year, 480,000 
= = were sold in China in the sub-1,400 cc category. Says Marutis | 
| managing director Jagdish Khattar: “The Chinese, after start- | 
ing with large cars, are now moving to smaller cars. We have to | 
ensure that their market doesn't become larger than ours. Ifit _ 


does, most companies will shift their production to China.” 


While most of the capacity coming up in China is meant for | 
the domestic market, unlike India, it is also believed that the | 
Chinese market is heading towards overcapacity in the next | 


Í two years. Agrees Gabriel India’s managing director KN. Sub- 
| ramaniam: “India has to rapidly ramp up its small car market 
| to twice its current size.” After all, in manufacturing, every- 


| thing boils down to that simple inverse relation between vol- 
umes and prices. And a healthy domestic business means that | 
_ roll out different models, thus sharing 60-90% of the parts and 


exports, even if they are less profitable, only come in as gravy. 


One way to grow the market is to take the sort of steps that | 


Po Power & fuel oremi _ $0.13 | 
330-440 180-360 a 


“Source: Cras, of the jaan Autamotive Indes: Feb 2003 Š 


Japan did to encourage small car sales — excise levied differ- 
entially according to engine size, a waiver on petrol tax, and so 
on. That was meant to boost domestic demand for small cars. 

The Indian domestic market, too, saw a surge in demand 
after excise cuts. David Fewchuk, auto consultant at Strategic 
Industry Research Foundation, says: “The domestic market 
has to account for most of the volumes, with the rest going 
into exports.” The large domestic market is one of the factors 
making India an appealing destination for car manufacture 
(and exports), believes Hyundai president B.V.R. Subbu. “Raw 
material costs don't change too much between different loca- 
tions; labour costs do. And in India, labour costs are very low,” 
he says. Before Hyundai made In- 
dia its hub for small car manufac- 
turing, it used to export cars like 
the Santro to Europe from South 
Korea. After it started exporting 
them from India, its realisations 
per car almost doubled, and cus- 
toms duties and freight cost fell 
(India is closer to Europe). Today, 
grins Subbu: “It is more profitable 
for us to export a car from India 
than to sell it here.” On similar 
lines, Ford has made Thailand its 
hub for pick-up trucks. 


Low Cost Of Production 


Manufacturers must be among 
the lowest-cost producers. There 
is no disputing that the Maruti 
800 is the world’s cheapest car in 
its class. Maruti has achieved this 
through relentless cost-cutting 
on the one hand and growing de- 
mand on the other. While that is 
one way of keeping an OEM's cost 
of manufacture as low as possi- 
ble, the other is the Tata Motors 
way — of keeping capital expen- 
diture so low that it pulls back the 
breakeven point. It spent just 
$550 million on plant, machinery 
and product development and 
marketing to roll out the Indica and the Indigo, bringing down 
its breakeven to just four years. In contrast, says Tata Motors’ 
executive director (R&D and passenger car unit) V. Suman- 
tran: “Globally, a similar project costs $2 billion and takes 7-8 
years to break even.” 

Another trick to low-cost production is the tried and tested 
solution of common platforms. At the sylvan complex of the 
Tata Management Training Centre, B. Bowonder, the newly- 
appointed dean (academics and research), Tata Management 
Training Centre, whips out a presentation on the global auto 
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_ industry. “One way of churning out models faster is to go in for 
| platforms,” he says. A platform is like a virtual chassis. Glob- 
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ally, companies are toiling hard to use the same platform to 


garnering economies of scale. For instance, there is Fiat's A178 
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B.V.R. Subbu 


platform, on which it builds the Palio, 
Hyundai Motor 


the Siena and the Siena Weekend. 

The world’s largest selling platform, 
the Volkswagen PQ35, rolls out models 
as distinct as the VW Golf, the Audi A3, 
the Skoda Octavia and the Seat Toledo. 
And the new Honda City is based on the 
Fit platform. These, says Bowonder, are 
portents of tomorrow. 

With common platforms, the overall 
cost of developing a car goes down, as 
does the time to bring out a new car. For 
the same platform it is down from 50 
months to 18. So, Tata Motors is trying to 
do just that with the Indica. Walk into the 
company’s research facility, and you 
might glimpse an estate based on the In- 
dica platform. A minivan built on the same platform has al- 
ready been showcased at Geneva. 

So vital is the need for common platforms that it’s even 
forcing rivals to collaborate to bring down cost of new product 
development. PSA Peugeot-Citroen and Toyota announced 
last year that they are developing low-price compact cars for 
the European market. General Motors and Fiat have gone a 
step further. The new GM Opel Astras to be launched in 2005 
will actually sit, not on its own Delta platform, but on Fiat's C 
Frame platform. GM owns 20% of Fiat and Fiat 6% of GM. 

India’s favourable position in the first two pre-requisites 
might suggest that we are well on our way towards becoming 
the global small car hub. But hold the celebrations, It’s the abil- 
ity to control the other three that will eventually help realise 
the dream. Auto experts maintain that India’s car makers are 
not building castles in the air, provided... 


Three Things That Could Hold India Back 


The first of these, vendors, is a problem more strongly faced by 
Tata. India has lots of component suppliers, but only some are 
world class. And the challenge before companies is to ensure 
that all of them operate at the same level. Otherwise, the com- 
petitiveness of the whole network suffers. Hyundai and Suzuki 
cracked this problem by getting a lot of their vendors along 
with them to India when they were setting up shop. But the 
Tatas had no such option. 

Thatis a problem that even Krishnan 
Nair, managing director of Magna Steyr, 
is grappling with. Steyr contract manu- 
factures niche models for automakers, 
For instance, the latest batch of BMW’s 
SUV, the X3, is being produced at Steyr’s 
plant in Austria. In 1997, the company 
set up a components plant at Pune. Says 
Nair: “We looked outside Europe as our 
plant in Austria was not competitive 
enough. Ifwe moved even 10% of the job 
to India, that would give us a saving.” 

Today, the company is using India as 
a sourcing hub for castings and forgings. 
Ever since Nair — a career R&D man — 
joined Magna, he’s reached a few con- 
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According to the figures released by the Audit Bureau of Circulation, Businessworld | 
has emerged as the fastest growing business magazine in the country, for the period 


January-June, 2003. Also Businessworld has the largest combined circulation®® for 
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business magazines in the eight major metros**” ahead of Business Today by 11,806 


copies and Business India by 38,894 copies. Just how that translates to a more effective 


reach, now that’s elementary isn’t it. 2091155 
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V. Sumantran, clusions. One, India enjoys a 25% cost 
Tata Motors advantage over Europe as far as Magna’s 
components are concerned. Two, In- 

dian vendors need to get their act to- 

gether. Sometime ago, Magna got a con- 

tract from one of the global Top Three 

auto companies for 800,000 gearboxes. 

Nair and his team met manufacturers 

across the country to source them, but 

failed. First, there was no manufacturer 

with such a large production facility. 

Two, those who were interested, wanted 

a guarantee that the order would come 

to them before investing in the project. 

The Indian auto vendors, says Nair, are 

very shy of investing. “They get nervous 

talking about volumes beyond 100,000.” 

A related vendor problem is quality. Says Nair: “The ACMA 
(Auto Component Manufacturers’ Association) lists 480 com- 
panies. Of them, only about 10 fitted our bill. Even ifl assume 
that Magna’s standards are too strict, that will probably mean 
there are just 100-150 companies which are good. How do we 
bring the rest up to a similar level?” Agrees Tata Motors’ 
Sumantran: “We find that the Indian vendors are very good at 
meeting the quality and quantity expectations for India. But 
look outside, and their ability to come out with a product for 
the international market might be missing.” 

Indeed. Leave out Suzuki and Hyundai, and you will find 
that the component industry is still a fragmented, unfamiliar 
place. The long-awaited consolidation still has not happened. 

The second reason: infrastructure and logistics affect all 
three companies equally. Maruti’s Khattar gets worked up as 
he talks about how his vehicles are handled on the way to the 
ports. When the company decided to start using the railways 
to transport its cars to Vapi, en route to JNPT, the Railways told 
him to construct his own sidings at the Gurgaon railway sta- 
tion. Scowls Khattar: “Most of the wagons are in such bad 
shape that they have to be repaired before we can use them.” 

Maruti has also set up a workshop at JNPT to fix the cars 
before they are loaded onto ships. Showing foresight, Hyundai 
has built its plant near Chennai. As for Sumantran, he dis- 
misses these as the challenges you will face while working in a 

developing country. “It would be great if 
Krishnan Nair, we could have autobahns, but since we 
Magna Steyr don't have any, we have to work despite 
these.” And so, the company is using 
covered trailers and transport logistics 

to make sure there are no snarls. 

And finally, there is the question of 
flexibility. The auto industry sees big ups 
and downs in demand. Estimates an in- 
dustry executive: “The staffing require- 
ment at good times and bad might be 
8:1.” And finding people with the neces- 
sary skills is not easy. Says Khattar: “A dis- 
proportionately large share of my sales 
comes during January-March. I make 
28-29% of my annual output in this 
quarter.” Now, due to the current labour 
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environment, manufacturers like him cannot find the people 
they want. He can take people with basic skills but they will 
need training. Yet, Indian firms are yet to tune themselves to 
such a scenario, 

Right now, each of these factors is making the three car- 
makers less efficient. Yet, they are still faring well compared to 
manufacturers in other countries. But that might change. 
Thanks to China. In October 2002, market research firm ICRA 
did a survey that compared the competitiveness of the Chi- 
nese and the Indian auto sectors. And the findings were not 
too surprising. A research team visited 150 auto companies in 
both countries. And then, they concluded that cost of raw ma- 
terial (the largest chunk of the cost of any vehicle) is much 
higher in India. Similarly, in power and fuel, labour cost and 
interest rates, we were worse off. In terms of logistics, and the 
time taken to process imports and exports, we were worse off. 
The upshot of it all? After calculating the relative penalties due 
to the delays and inefficiencies, ICRA concluded that if it cost 
Rs 100 to make a car in India, it would 
cost just Rs 77 to make it in China. Says 
Nair: “Labour costs in China are 1/30th 
of those in Europe. Assembly costs in In- 
dia are 1/20th that in Europe.” To be- 
come a hub, India will have to play the 
game differently. 


The Key: Original R&D 


What's a global hub that can’t make its 
own car from scratch? New models are 
introduced far more frequently in global 
markets than in India. That's a daunting 
pride and capability question. R&D is 
the area where we are farthest from be- 
coming a global hub. But we are moving 
towards it. Hyundai is in the process of 
shifting its entire small car R&D from 
South Korea to Chennai. Honda is set- 
ting up an R&D centre in India. And 
Maruti has started by modifying the 
Wagon R and the Zen entirely at its Gur- 
gaon R&D centre. In fact, itis developing 
a small car ground up in India for the local market and is work- 
ing with parent Suzuki for an Asian car. 

Tata Motors’ Indica was developed with help from global 
experts. But that is common practice even for big automakers. 
And, just to digress for a moment, the M&M Scorpio is India’s 
second homemade car. New car R&D would come toa naught 
if domestic auto parts makers dont catch up. At Sona Koyo, 
chairman and managing director Surinder Kapur is busy 
beefing up his company’s R&D skills. “We may not be able to 
compete with China on outright production costs. But we can 
be cheaper than them in ‘production plus product design’ 
costs,” he says. Today, he is going global like a handful of other 
component makers. He's selling to a global Tier I supplier. He 
is also in talks with a niche US automaker to supply steering 
columns directly to him. By 2007, he hopes to get Rs 100 crore 
in revenues from exports. Right now, he gets just Rs 4 crore. 

Take Delphi, which started off developing software in 
India. Then, it moved into embedded software (engine 
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control units for all international OEMs and fuel-handling 
systems) and is now moving into mechanical engineering and 
design. Says Delphi's country president and managing direc- 
tor Ravi Khanna: “Before setting up a centre, we ask the basic 
question — what is the competency in the country that we can 
extrapolate globally — skill set, materials, supplier capability, 
etc.?” It makes sense to move some work to India, he says. “Ifa 
job requires 5,000 man hours per day, 3,000 can be done in In- 
dia, and 2,000 somewhere else and there will be considerable 
saving. A lot of simulation is done on mathematical models 
now and not physically, so that is an advantage too.” 

Similarly, GM started an automotive research lab, one of 12 
in the world, in Bangalore last year. It develops mathematics- 
based tools, as also vehicles and automotive electronics. Volvo 
is also setting up an R&D facility. DaimlerChrysler is working 
on the design of parts like clutch boxes. Ford is developing its 
CAD/CAM software and Bosch its engine control units (ECUs)} 
with the help of 1,400 engineers in Bangalore who are writing 
the software which controls an engine. 
Siemens is doing similar work. 

What does all this mean? Can we 
take on China and win? It is hard to say, 
still. Their market is larger than ours. 
Their per capita incomes are higher 
than ours. But the fact remains that an 
increasing percentage of auto R&D ison 
making the car more intelligent — chips 
and software that keep you from skid- 
ding and remind you to wear your seat 
belt. And India’s getting a fair share of it. 
Says Narendra Reddy, the head of Struc- 
tural Dynamics Research Corporation, 
India, one of the world’s leading engi- 
neering software vendors: “As far as the 
global OEMs are concerned, India is not 
attracting too much in terms of manti- 
facturing. It is R&D. You will not get 
manufacturing to come in until you 
have a large domestic market — 10 mil- 
lion at least. But, on the other hand, it is 
foolish to be in research and not be in 
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India.” 

There is one more thing. Assume for a moment that India 
shows the tenacity to overcome all these odds — yes, even the 
manufacturing ones. Then, what stops us from carrying this 
capability into the sedans of the C segment, and beyond. 

That is not a far-fetched thought. Last year, the C segment 
accounted for around 124,000 cars but it grew at a whopping 
84%. In contrast, the A segment grew by just 24%. Says 
Sumantran: “The distribution of car sales usually looks like a 
bell curve. As markets mature, the hump moves further right.” 
So think about the Indigo for a moment. Though Tata Motors 
didn't confirm this, an industry insider says it costs just 
Rs 7,000 more per car to make an Indigo than to make an In- 
dica. That makes it one of the cheapest sedans in the world. 
Doesn't that bring the C segment within striking distance? 
Godspeed, Mr Subbu, Mr Khattar and Mr Sumantran! =. 
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@ROWTH RATE: 7.4 © The good monsoon has done 
wonders for farm production, which was hit by a painful 
drought in 2002-03 
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HE Indian economyis sizzling, and how. The recent 
blitz of good news reached its zenith on the last day 
of 2003, when the government gleefully an- 
nounced its first estimates for economic growth 
between July and September 2003. It said that the 
GDP had grown by an awesome 8.4% in the second 
quarter of this financial year. A day later, the Sensex 
crossed the 6K mark. 

The new GDP growth numbers were a pleasant surprise 
for even those who already knew that the economy had shed 
its sloth and was well on the track to something good. Let's put 
that 8.4% number in perspective. The second quarter (Q2) of 
this financial year has seen the highest quarterly growth since 
1996-97, when such data was first made available to us. And it 
was far better than the 5.7% growth seen in the first quarter. It 
also makes India one of the fastest-growing economies in the 
world. China is still ahead of us, at 9.1%; but look at the others 
in the region — Hong Kong (4%), Indonesia (3.9%), Malaysia 
(3.5%), Singapore (1.7%) and Thailand (5.8%). What's up? 





MANUFACTURING 


% men ndust 
GROWTH RATE: 1.3 0 The five-year-long industrial 
slowdown is over and companies have moved towards 


KaAnAmiInNa cdinkhalh, " iv g 
becoming globally competitive 


We'll tell you ina moment. The interesting thing is that 
most economists say that the third quarter (Q3) performance 
(October to December 2003) will also scorch the turf like a 
Rahul Dravid square cut. The Confederation of Indian Indus- 
try, for example, says it expects GDP growth in Q3 to be even 
higher; it will touch 9%. Crisil chief economist Subir Gokarn, 
too, says that Q3 growth could be in excess of 8.8%. And Tata 
Services economic adviser Siddharth Roy expects the good 
times to keep rolling. “The sort of growth we are seeing now 
will continue for another three or four quarters,” he predicts. 

Actually, there are not too many pessimistic economists in 
sight right now. Even a habitually conservative organisation 
like the Reserve Bank of India (RBI) has upped its growth fore- 
cast. In a speech he made on 7 January, RBI governor 
Y.V. Reddy said that the central bank now expects the econ- 
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omy to grow in excess of 7% this year, or perhaps even higher. 
The RBI had earlier talked about growth in the range of 6.5% 
and 7%. “There is room at this juncture for greater optimism in 
growth prospects than before. It is reasonable to expect that 
unless there are unforeseen circumstances, the overall GDP 
growth for the year 2003-04 as a whole... is likely to be higher at 
around 7% with a continued upward bias.” Anda few multilat- 
eral financial organisations, too, are said to be reworking their 
numbers to align their forecasts with the new sunny reality. 
The latest sales data being spewed out by various compa- 
nies and industry associations supports the general view that 
the good times will continue for at least a few more quarters. 
Here are some examples. Mobile telecom operators added 1.7 
million new users in December 2003, compared to the 
500,000 new customers signed on in December 2002. More 
than a million personal computers were bought in the first six 
months of this fiscal. Sales of both passenger cars and com- 
mercial vehicles grew spectacularly — by 34.2% and 29.6%, re- 
spectively, between April and October 2003. And, most impor- 


CONSTRUCTION 


0 

GROWTH RATE: 6.4 % Lower interest rates and more 
affordable real estate have helped spark off a boom in 
construction and home buying 


tantly, farm production skyrocketed by nearly 7.4% in the 
second quarter. (The only disappointments: electricity, gas 
and water supply have only inched ahead by 2.9%.) 

When you pile all these sectoral numbers up, take those 
from other sectors, and add up the whole lot, chances are that 
you'll get a GDP growth rate in excess of 7% for the entire year. 
That's what most economists are betting on (See ‘GDP Growth 
Forecasts’). So, there you are — the Indian economy will grow 





TRADE, HOTELS, TRANSPORT 
AND COMMUNICATION 


GROWTH RATE: 1 1 9% This is a mixed bag of 
services, but many feel that the telecom boom has 
helped push growth into double digits 


between October and December 2002 — 7.6%. Naturally, the 
growth in farm output in the same months of 2003 is bound to. 
be even better, perhaps in excess of 10%. This will ensure that _ 
GDP growth will prove to be even more impressive in the last 
three months of 2003. In that sense, 8.4% is just a beginning. 

But what about the quarters further ahead? It is inconceiv- 
able that agricultural production will keep rising by 8- 10%. In 
fact, the chances are that it will stagnate in 2004-05. This 
means that agriculture, which accounts for about a fifth of In- 
dias GDP will not make a significant contribution to growth 
next year. Economic growth will naturally be weighed down 
by the gravitational pull of stagnant farm output. 

But to what extent? Will the growth rate once again fall to 
the 6% level we have all got so used to? Or will it inch closer to 
8%, which will be needed to attack poverty and unemploy- 


| mentona huge scale? Assuming stagnant farm output, can in- 
_ dustry and services alone power the economy along? 


at more than 7% in 2003-04, a rate not clocked since the mid- | 
1990s. No wonder the rulers are getting ready to go to the polls. 


Now the big question: can this scorching pace be sus- | 


tained? Some sceptics insist that the 8.4% number is a statisti- 


cal mirage; a mere bounce-back from the drought-induced | 


low numbers of 2002. There's nothing more to the recovery 


than the fertile effects of a good monsoon, they argue. The | 


hype and hoopla is misplaced. 
How true is this scepticism? 
One way to answer this 
question is by splintering the 
overall growth rate into its sec- 
toral components, and then 
seeing which of these is sus- - 
tainable in the years ahead. 
Take one star performer — 
agriculture. Last year's splendid 
monsoon helped farm produc- 
tion recover from the depths it 
had touched in the drought of 
2002. Agricultural production 
fell by 3.5% in the second quar- 
ter of 2002-03, and then 
jumped up by 7.3% in the latest 
Q2. The drop was even worse 





institution 


GDP GROWTH FORECASTS 


Forecast for 
2003-04 (%) 
SUE Rn ee I & À 


* IMF forecast refers to 2002-03; is set for revision 


Perhaps, says Crisil chief economist Subir Gokarn. “The 
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ECONOMIC GROWTH 
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turnaround in agriculture has un- 
doubtedly been a significant contribu- 
tor to the recent jump in the growth 
rate. But robust growth in manufactur- 
ing and services is also important,” he 
says. (Manufacturing grew by 7.3% in 
the second quarter and some services 
like trade, transport and communica- 
tion soared by 11.9%.) Gokarn, how- 
ever, believes that the economy will 
continue to see higher growth next 
year. Not as high as the 7.1% he has 
forecasted for 2003-04, but not as low 
as the 5-6% we have seen in recent 
years either. Though he is yet to doa 
rigorous forecast for economic growth 
in 2004-05, Gokarn says that he expects 
it to be between 6.5% and 7%. 

Then, there is the strong growth in 
the services sector. Centre for Monitor- 
ing Indian Economy (CMIE) executive 
director Mahesh Vyas, too, says that the 
jump in farm production is an important reason why quar- 
terly GDP growth has breached the 8% level. But he believes 
that the more important story is in the services sector. “Ser- 
vices make up more than half the economy, and they grew at 
9.9% in the second quarter,” he says. Vyas draws attention to 
the sterling performance of one sub-sector — trade, hotels, 
transport and communications. It has grown by an astonish- 
ing 11.9%. He, like many other economists, believes this is a 
result of the huge boom in telecom that has followed the gov- 
ernment’s successful attempts to clear the regulatory mess 
that held back this sector. 

Most economists now believe that the economy will clock 
a growth rate in excess of 7% for the entire year. The key ques- 
tion is whether this rate can be sustained over the next few 
years. The answer will affect a host of variables — from equity 
prices to poverty levels. So will we continue to grow at 7% at 
least in 2004-05 ifnot right through the decade? 

A lot will depend on how the manufacturing sector will 
perform. It has lagged GDP growth for nearly a decade now, as 
a result of which its contribution to the economy has dropped 


FOUR QUESTIONS THAT WILL COME UP IN 


THE COMING MONTHS 








sharply. The situation has improved in recent times, with in- 
dustrial production growing smartly over the past six quarters 
or so. There is a problem though. The current jump in indus- 
trial production is being largely driven by consumption, 
which could dry up if (or, since it is almost a certainty, when) 
agricultural growth reverts to normal levels of 0-2% in 2004- 
05. Why? Well, because rural demand could stagnate in tan- 
dem with rural output. 

Something else will be needed to keep industry chugging 
along. A jump in exports (foreign demand) or some other do- 
mestic factor. The situation can be saved, for example, if in- 
vestment demand picks up and makes up for the slowing 


_ down of consumer demand. This means that companies will 


have to start investing in new capacity and the government 
will have to keep spending on its infrastructure projects. 

“The sustainability of industrial growth at these levels de- 
pends on a renewal in capex in the quarters ahead,” says 
CMIE s Vyas, and adds that there are some initial signs that 
corporate investments could start picking up soon. Crisil’s 
Gokarn, too, believes that the investment cycle could turn in 
the months ahead. A recent report by Merrill 
Lynch hints at the same possibility. 

Tata Services’ Roy also says that the econ- 
omy’s long-term growth rate can be stepped 
up. He draws attention to another set of fac- 
tors that can keep growth at 7% for many more 
years. “Structural rigidities are being ad- 
dressed and infrastructure bottlenecks are be- 
ing removed,” he says. More is needed. This, in 
other words, means that the government has 
to keep pushing economic reforms further. 

The current government is basking in the 
reflected glory of strong economic growth. But 
with it will come higher expectations. Who- 
ever wins the next general elections will have 
the onerous task of meeting these expecta- 
tions of sustained 8%-plus growth. a 


ARPIT SHARMA 
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An extraordinary opportunity for Strategic Investors: 


The Hassan Special Economic Zone, 


Karnataka. 





Project Details 


The soon to be developed Hassan 
Special Economic Zone (HSEZ) in 
Karnataka, South India, covers an area 
of 1000 hectares (about 10 million 
square metres). 


Hassan is served by : 


@ International Airport at Bangalore 
(187 Kms.) and Mangalore Airport 
(160 Kms.), 


@ Seaports at Mangalore (160 Kms.), 


Chennai (518 Kms.), Cochin (512 Kms.), 


@ National Highway linking 
Bangalore-Hassan-Mangalore. 

@ Bangalore-Mangalore and 
Hassan-Mysore Rail Links 

@ Hassan is equidistant from 
Bangalore, Mangalore and Mysore. 


Salient Features of the Project 


Part of the infrastructure is already 
available at the proposed location 
of HSEZ. 


@ Linkage by road and rail with 
domestic tariff area. 

@ Partly developed land is available 
as HSEZ is the extension of an 
existing Growth Centre. Power is 


available at site from the State grid. 


@ 20 MLD water treatment & 
transport system from perennial 
river to HSEZ area exists, 
with provision for augmentation. 

@ Hassan town is located about 
4 Kms. from HSEZ. 

@ Hassan enjoys mild weather 
conditions with a normal rainfall 
of 1031 mm spread over an 
average period of 73 days. 

@ The proposed airport is about 
2 Kms. from HSEZ. 





Role of Strategic Investors 


Strategic investors can be single or a consortium of business entities 
and would be responsible for the preparation of the business plan 
implementation of the project, followed by operation and 
maintenance of HSEZ infrastructure. 


implementation Structure 


Project structure could be a Special Purpose Company / Joint Venture (JV) 
partnership between Gok and the private investor under a 
Develop-Market-Operate (DMO) Concession. 


Process of Selection of Strategic Investor 


Open competitive bidding with selection based on pre-specified technical 
and financial criteria would be used to select the Strategic Investor. 


Further Information 


Further information on the project may be obtained from KIADB or iDeCK 
and can also be downloaded from the website www. kiadb. kar nic. in 


Submission of the Expression of Interest 


Strategic investors are requested to submit their Expression of Interest. 
through post / courier by March 15, 2004, at the following address 


iDeCK, Infra House, 

118, Cunningham Road, Bangalore 560 052. 
Tel : 080 2387750 / 2387760 

Fax : 080 2385605 

e-mail : ideck@idfc.com 


Subsequent changes to this notice shall be posted only on the 
website : www. kiadb. kar.nic.in 


KARNATAKA INDUSTRIAL AREAS DEVELOPMENT BOARD 
(A Government of Karnataka Undertaking) 

No. 14/3, Il Floor, R.P. Building, 

Nrupathunga Road, Bangalore 560 001 

Ph: 080 - 2215383, 2215679, 2242006, 2215069 

Fax: 080-2217702 e-mail : kiadb@mail.kar.nic.in 
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VANITA KOHLI-KHANDEKAR 


EET Sanjiv Sharma. He 
runs Optymystix, a soft- 
ware production com- 
pany, along with friend 
Vipul Shah. Sharma has 
been in and out of the TV 
business, working on ad films, before fi- 
nally settling down to make licensed 
shows for Star Plus. Two years after he 
started making sitcoms, he has a few 
winners: Khuljaa Sim Sim, Kismey Kitna 
Hai Dum and, lately, Kuch Kar 
Dikhana Hai, all for Star Plus. 
With about Rs 20 crore in reve- 
nues and about 2.5 hours of pro- 
grammes a week, Sharma epito- 
mises all that is right with the 
Indian TV software industry and 
all that is wrong: its ability to ad- 
apt, its lack of scale and its abject 
dependence on broadcasters. 
Television software is filled 
with thousands of people like 
Sharma. Most of them run one- 
man shops, do good work, but 
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are stuck in the Rs 15 crore-50-crore rev- 
enue bracket either because they can- 
not grow, or, like Sharma, have no ambi- 
tion to grow beyond a scale where they 
cannot monitor the creative part. “TV 
software companies have stagnated at a 
certain level,” says Vishal Nevatia of GW 
Capital, a venture capital firm. This 
means that for all the talk of ‘content is 
king’, the power still lies with the broad- 
casters. Consider this: channels buy an 
estimated 60,000-plus hours of original 
programmes every year. Now factor in 


Optymystix’s Sharma and Shah: The typical producers 
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news broadcasters, who account for 
half, maybe more, of this figure and who 
make their own software. That leaves 
6,000 producers fighting over about 
25,000 hours or, roughly, four hours per 
producer. Is it a surprise then that most 
producers are slaves to formula pro- 
gramming? Or that margins for most 
companies are terribly low? 

That is a worrying thought for an in- 
dustry that is the origin ofall the value in 
both television distribution and broad- 
casting. As Mohan Nair, CEO, Asianet, 
puts it: “Software can make or 
break a channel.” Kalanithi 
Maran, managing director of Sun 
Network, points to Balaji, which, 
he reckons, controls viewership 
on three channels — Star Plus, 
Sony and Zee — simultaneously. 
In the coming two years, as alter- 
nate broadcasting platforms — 
direct-to-home (DTH), two-way 
broadband — take off, the im- 
portance of software will keep 
going up, not down (See ‘The Fu- 
ture of Broadcasting’, BW, 15 De- 


s ee a 
LA 
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cember 2003). That is because these 
new ways of bringing TV to the home 
will need more specialised shows, more 
experimentation, more interactive ma- 
terial, more sports, news, reality shows, 
the works. Maran reckons that after dis- 
tribution platforms are in place, the bat- 
tleground will shift to getting the rights 
to the most exciting soaps, shows and 
films. Investment bankers agree. They 
talk of how the purchase of the ICC 
World Cup rights at an exorbitant price 
propped up Sony’s sagging fortunes. “I 
would put my money on software com- 
panies,” says Maran. 


Why Do It? 


Well, so would a lot of investors, given 
some scale in the industry. Scale is cru- 
cial for several reasons. It keeps costs 
down, it improves margins and, most 
importantly, gives a software firm the 
flexibility to experiment and also hold 
its own against the will of broadcasters. 
That will ensure that the industry is bet- 
ter prepared for a future where viewers 
have more choice than ever before. 
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The arithmetic is 
simple. Thanks to 
competition, the price 
at which TV progra- 
mmes are sold has not 
gone up significantly 
in the last five years. It 
still ranges between 
Rs 75,000 and Rs 3 
lakh for 30 minutes for 
the bread-and-butter 
soaps and shows. The 


range depend on ge- 
nre (sitcoms are chea- 
per), language, where 
the show is produced 
(the South is cheaper than Mumbai), 


m. 


making those 30 minutes has risen by 
50-100% as the cost of inputs (actors, 


golden era lasted from 1986 to 1996,” 
says Dheeraj Kumar, managing director, 
Creative Eye. Effectively, the companies 
that have profited and kept their heads 


= ies 


Balaji’s Kapoor: Queen of soaps 


TV SOFTWARE 


more and more hours of programming, 
what investors call scale. 

The Rs 185-crore Balaji Telefilms 
tops the list at over 32 hours a week. You 
could, in fact, call it India’s largest ‘mass 
manufacturer’ of soaps and shows. “The 
first 100 episodes cost a lot; after that, 
costs keep going down,” says managing 
director, Shobha Kapoor. Everything, 
from sets to actors, costs 25-50% less 
than it does for smaller companies. 
Balaji books actors for months instead 
of hours. So, an actor who would be paid 
Rs 15,000-20,000 per episode now gets 
paid Rs 5,000 an episode if he is booked 
in bulk for 20 days. Cameras, lights and 
technicians are all used in bulk, pushing 
costs further down. 

This gives Balaji several advantages 
that a Contiloe Films or an In-House 
could never have. For one, it can charge 
its own prices. So, once it clicks, a Balaji 
soap could command Rs 3 lakh-6 lakh 

per half hour against the 
industry average of Rs 1.5 

lakh plus incentives for 
certain TRPs. It also gives it 
staying power. That is 
important. TV software 
is a working capital-in- 
tensive business. A 

production house 

has to hang in there, 
and keep sending in 
those dailies and 
weeklies even when it 
takes 120 days or 
more for money to 
come in from the ad- 
vertiser to the broad- 
caster to the producer. 
Balaji’s ability to do 
that is what gives it 
more negotiating 
power. It is, arguably, 
the only software 
company that gets in- 
centives for a hit show. 
Put all these together 


ku. 


| and you know why Balaji has operating 
and so on. At the same time, the cost of | 


margins of 50% and more. 


_ How To Scale Up? 
equipment, et al) have gone up. “The | 


above water are those that have created | 
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“Everybody wants to be a Balaji, but 
there is no second company that has 
been able to attain that size,” says 
Vikram Nirula of GW Capital. While a 
bulk of the software companies remain, 
what one analyst calls ‘mom and pop 


___TV SOFTWARE 
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stores’, others like TV 18-CNBC and Pad- | bought a majority stake in Mim Bim- 


malaya have achieved significant scale. 


Many others, too, are trying to grow, 
though the path they follow differs. Alot | 


of the software houses in Mumbai are 


focussed on films, or low-cost sitcoms | 
and game shows, to de-risk and add the 


hours. Aditya Narain Singh’s Contiloe 
Films is getting into feature films and 
children’s shows. Optymystix and Cre- 
ative Eye are working on film projects. 
On the other hand, South Indian- 


language software houses are trying to | 


cross over geographically to build size. 


Take actress Radhikaa’s Radaan, one of | 
the more promising software stories | 


down South. Its blockbuster soap Chithi 
paved the way for an initial public offer- 
ing (IPO) early last year. Radaan has 
been on an upward curve ever since. 
Now it is setting up an office in Mumbai 
to become the first software player from 


down South to attempt Hindi program- | 


mes. In the last 12 months it has put to- 


gether six shows with a brand new team | 


of six people. As we go to press, Radaan 
will be pitching to mainline Hindi chan- 
nels to get business. Over the next three 
years, CFO Ravichander Babu expects at 
least 50% of Radaan’s revenues to come 
from Hindi software. The rest will come 
from Tamil, Telugu and Malayalam pro- 
grammes and syndication of software to 
Malaysian and Sri Lankan broadcasters. 
“Hindi has a large upside,” says Babu. 


That is because the language has a far | 


wider spread and better margins than 
regional languages, says C. Venkat Sub- 
ramanyam, director, Veda Corporate 
Advisors. Veda is a Chennai-based in- 
vestment banking firm. 


The third thing that is bound to hap- | 


pen is consolidation. Just like Saregama 


SRadaan's Radhikaa: Crossing over 
| from the South to the North 





bangal, the Chennai-based software 
production house, last year, there are 
several others on the prowl. Investment 
bankers in both Mumbai and Chennai 
are already vetting several deals. 

A fourth way to build scale is by inte- 
grating into a broadcasting company. In 
most developed markets, a bulk of the 
software is created by the in-house pro- 
duction arms of broadcasters like CBS 
or NBC. That is nowhere close to hap- 
pening in India in mass entertainment. 


The Final Argument 


So what happens once we have some 
big software production firms? “Your 
ability to take risks and experiment goes 
up with scale,” says Ronnie Screwvala, 
CEO, UTV. Of its six shows that have 
made it to the Top 50 Hindi TV shows, 
Shakalaka Boom Boom, Khichdi and 
Shararat are ideas that a smaller pro- 
ducer could never have made or sold. 
Shakalaka Boom Boom is the story of a 
boy with a magic pencil and the fun his 
friends have with it. Shararatis about a 
fairy godmother and Khichdi is a hilari- 
ous take on the travails of a large family 
headed by an amnesic grandfather. You 
could argue that variety is not the hall- 
mark of Balaji, which produces similar- 
looking soaps with factory-like efficie- 
ncy. Maybe, but within that, it does a fair 
bit of experimentation with shows like 
Kya Haadsa Kya Haqueequat. Though 
Kapoor acknowledges that the time has 
come to do something ‘different’. “Look 
at Jassi (Jaisi Koi Nahi, she says. 

Yes, look at it. Jassi... caught a change 
in audience tastes at the right moment 
and with a reasonably good show. The 
question is not whether scale hampers 
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THE WHO’S WHO 


TV SOFTWARE REVENUES 
HOUSES (Rs cr) 
Balaji Telefilms 185.96 
Padmalaya Telefilms 88.00 
UTV 65.00* 
Sri Adhikari Brothers 61.51 
TV 18-CNBC 40.00 
In-House Productions 35.00 
Contiloe Films 30.00 
Radaan 25.00 
Hansa Vision 23.00** 
Optymystix 20.00 
Cinevistaas 18.78 
Creative Eye 18.14 
B.A.G. Films 14.12 
Moving Picture Company 6.70 
Saregama 4.00 
* Only TV software revenues *Gross billings 


experimentation or kills creativity. “Size 
does not kill creativity in this industry; 
ad agencies or media companies are not 


| less creative because they are too large,” 


says Screwvala. The question, instead, 
is: does it improve software producers’ 
ability to gauge the mood of the audi- 
ence, to improve the science of soap 
making? “When a show goes on air, it is 
very difficult to figure out whether the 
mood of the nation is right for it,” says 
Apurva Purohit, president, Zee TV. 
When Zee launched Astitva... Ek Prem 
Kahani in early 2003, it knew that metro 
audiences wanted a change. What that 
change could be was anyone's guess. 
But this story of a love affair between an 
older woman and a younger man took 
off, creating an icon out of Simran 
(Nicky Aneja), the show’s lead character, 
who now has her own fan clubs. 

The software industry's ability to do 
a Jassi... or an Astitva... is crucial for 
broadcasting. Arguably, it is scale that 
will nourish this ability. Audiences are 
fragmented; it is a matter of time before 
different platforms and currencies cap- 
ture these fragments, and audiences ap- 
pear on the rating charts — the ones 
that show a rating of 5-6 in metro mar- 
kets for Astitva... or that show that motor 
sports is becoming popular. With a set- 
top-boxin every TV home, broadcasters 
could pinpoint these fragments to tar- 
get their money. It is for that time, 18 
months down the line, that the software 
industry should start preparing. m 
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The two worlds 
of innovation 


S. Eliot wrote his greatest poem 
when he was 34. Robert Frost's best 
poetry was written when he was 
past 50. Picasso's early work fetches 
higher prices than his later paint- 
ings. But in Paul Cezannes case, his later workis 
worth far more than what he painted in his 
youth. E Scott Fitzgerald is remembered for his 
early novels. Henry James’ more mature work 





| lingers on in the public mind. It seems that 


some souls touch their greatest creative heights 
when they are young, while there are others 
who mature with age. 

What, you could well ask, is all this stuff do- 
ing in a column on economics? The first reason 


| is this: the facts mentioned in the first para- 
graph are borrowed from various academic re- | 








search papers written by an economist. David | 


| W.Galenson teaches economics at the Univer- 
sity of Chicago. He has been studying the lifecy- | 


cles of human creativity in areas as diverse as 


| poetry, painting and fiction. His research 


| should offer important clues for all those who 
| are interested in innovation — economists, 


Gradual 
innova- 
tion may 
not be 
sexy 
enough, 
butit 
matters 
as much 
as the 
other 


kind | 








| managers, consultants and policy-makers. 


Galenson’s research shows that there are 
two types of creative people: the conceptual in- 


The second consists of those who labour and 
constantly improve themselves through trial 


| and error. The finders are at their peak when 
_ they are young. The seekers improve with age. 
Fine, but still, what does this have todo with | 


economics? So here's reason No. 2. The two pat- 
terns of creativity that Galenson identified can 


tell us something about innovation, whichis | 
one of the most important drivers of economic | 


| novators and the experimental innovators, or | 
| the finders and the seekers. The first group con- | 
| sists of those who create sudden discontinu- | 
ities by challenging existing modes of thought. | 





innovation one is suited to as a company and as 
a country (and also as an individual). The tech 
revolution of the 1990s created the misconcep- 
tion that there is only one type of innovation — 
the one which blows apart existing assump- 
tions and creates sudden discontinuities. So we 
have had desperate attempts by governments 
across the world to clone Silicon Valley locally. 
Gradual and painstaking innovation has 
fallen off the map. It is just not sexy enough. It 
would be absurd if literary and art critics feted 
Eliot and Picasso (conceptual innovators) but 
not Frost and Cezanne (experimental innova- 
tors). A similar absurdity is evident as far as re- 
cent debates on technological innovation go. 
The key thing is to figure out what sort of in- 
novation is best suited for a particular com- 
pany or country because many important 
things follow from this bit of self-knowledge. 
Periods of discontinuous innovation often 
wreak havoc with industry structures, creating 
challenges for both companies and govern- 
ments. Established companies can end up 
buying their way into the new, new thing by ac- 
quiring dynamic start-ups. Many of these ac- 
quisitions prove to be expensive for sharehold- 
ers. Governments, too, need to figure out what 
sudden change means for regulation, taxes and 
the unemployment that can temporarily be 
created by the gales of creative destruction. 
Experimental innovation does not unsettle 
everything to the same extent. But it, too, is im- 
portant for an economy. A study done by the 
department of economics and statistics at Tata 


| Services shows that the total factor productivity 





growth in our times. Economists like Robert | 
Solow and Paul Romer have shown that pro- | 


ductivity gains — which depend on innovation 
—are often the key drivers of economic growth. 
The challenge is to figure out which sort of 


of our manufacturing sector has gone up 
sharply since liberalisation. Most of this im- 
provement in productivity must have been due 
to gradual and experimental innovation. 

We love to celebrate those who are blessed 
with sudden revelation and who go on to shake 
their world. But we mustn't forget the plodders 
who have grease on their hands as they make 
gradual changes on the production floor. Both 
are equally important to an economy. ai 
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Radio 
frequency 
identification, 
or RFID, is 
poised to be 
the next big 
thing for 
technology 





P. HARI 


VER the years, Indian IT 
companies have built big 
businesses by doing simple, 
but not necessarily easy, 
things like bodyshopping, 


Y2K and business process | 


outsourcing. Now they have set their 


sights on yet another simple thing: radio | 


frequency identification or RFID. 

RFID is disarmingly simple. It is the 
technique of giving things unique IDs 
and then spotting them using radio 
waves. Itis the next step after barcoding, 


_ which has revolutionised the retail in- | 
dustry. As large numbers of companies | 


begin using RFID, Indian companies ex- 


pect huge opportunities in consulting | 


and software development. 
Let us look at barcodes first. Bar- 


codes revolutionised the retail industry | 
two decades ago. Yet barcodes have | 


many problems. The user has to be pre- 


sent near the tag during the identifica- | 


tion process, They can be used only 
when there is a line of sight with the 
code. Barcodes can be used only one at 
atime. And, worst ofall, barcodes do not 
contain much useful data. For example, 
all Pepsi bottles of a certain size in a 
store will have the same barcode. 

The manufacturer has no use for a 








specific barcode once itis out ofthe pro- | 
duction facility. For the retailer, bar- | retail store and take action if there is a 


WI wavelength ? 
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codes are used mostly as automatic 
price tags that the computer can read. 
But manufacturers would love to track 
their items after they are shipped. Re- 
tailers would want to know whether an 
item is missing from the shelves or 
whetherit is being stolen. Barcodes can- 
not help here. RFID tags can, while do- 
ing much more. 

An RFID tag has an antenna, a sub- 
strate and an integrated circuit. The cir- 
cuit has coded information. The system 
consists of an RFID reader as well. The 
reader emits radiation that a tag will de- 
tect ifit is in the zone, usually within 100 
metres. The tag can be active (emitting 
radiation) or passive (not emitting radi- 
ation). Each has its advantages and dis- 
advantages. Unlike barcodes, each 
RFID tag is unique. To take the same ex- 
ample, each bottle of Pepsi will have a 
different RFID tag. Such coding has 
tremendous utility. It can help in auto- 
matic counting, for instance. The only 
other way to knowhow many bottles are 
there in a loaded truck is by counting 
manually. Manufacturers can, through 
a network, track their goods well into the 
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READERS 
NETWORKED TAG 
contingency, like 

withdrawing all the 
bottles that went 
in a particular 
truck. At the 
moment, there 
is no way of 
identifying 
goods that 
came into a 
store at differ- 
ent times. 
RFID tags 
can be a boon for 
retailers too. They 
would know if an 
`. item is missing from 
REID the shelves. About 
10% of all items in 
a store are out of 
stock. Imagine the loss of sales for a 
large store. Retailers can catch theft 
through RFID tags. Nobody can tamper 
with an RFID code. No wonder that 
companies like Wal-Mart, Tesco and 
Gillette have said that they would switch 
over to RFID soon. Wal-Mart, in particu- 
lar, has told all its Top 100 vendors that 
they would go live with RFID by 2005. 
Indian companies like Infosys Tech- 
nologies, Wipro and Cognizant Tech- 
nology Solutions are preparing to 
launch themselves into RFID technol 
ogy. Infosys, for example, has been in- 
teracting (there is no formal agreement 
yet) with Sanjay Sarma, an MIT profes- 
sor who has been trying to drive RFID 
adoption in the US. For Infosys, the ma- 
jor opportunity in the next 1-2 years will 
come from consulting and pilot studies. 
RFID solutions have to be customised 
for a particular vertical or company. 
There are issues to be solved. The 
cost of an an RFID tag has to come down 
from between 20 cents to a dollar. More- 
over, different companies use different 
standards. And there are issues of spec- 
trum licensing, particularly in countries 
like India. Yet the RFID market could be 
as big as $3 billion in a few years. 


ZAG 





NDIANS and technology make a 
heady mix indeed. Just as Gururaj 
Deshpande, Sabeer Bhatia and 
other Internet high-tech honchos 
begin to fade from the limelight, 
here comes another bunch riding 
the next big technology wave — RFID or 
radio frequency identification. Watch 
out for Savis Vikram ‘Vic’ Verma, 
Matrics’ Piyush Sodha and OATSystems' 
Prasad Putta. It is noteworthy that an- 
other Indian — Sanjay Sarma, com- 
monly referred to as the ‘father of RFID’ 
— has engineered this wave. 

RFID, as you would have read in the 
previous story, has at its heart a small in- 
expensive chip that contains informa- 
tion, which can be programmed and re- 
trieved using a reader through 
contactless communication. (See ‘The 
RFID System’) In a highly networked 
world, RFID has the capability to reduce 
costs associated with a company’s sup- 
ply chain. If the pundits are right, this 
technology could help shave off $500 
billion in inventories out of the US econ- 
omy! Wal-Mart expects to save billions 
by ‘hyper-optimising’ its already super- 
efficient supply chain. 

Why do we care? A couple of rea- 
sons. For one, this technology is being 
driven by an eclectic mix of researchers 
and businessmen of Indian origin who 
give new meaning to the phrase ‘Made 
in India’. Also, RFID is not only a huge 
opportunity for exporting services and 
software, but also a technology that can 
modernise India’s antiquated supply 
chain infrastructure. This is crucial if In- 
dia wants to realise its dream of becom- 
ing a global outsourcing powerhouse in 
more than just areas like IT services and 









business process outsourcing (BPO). 


Why Is RFID So Exciting? 
What makes RFID attractive is its ability 
to allow data collection without human 
intervention and also the fact that it is 
relatively tamper-proof. It is difficult to 
tamper with it because it is fabricated 
in an industrial facility. This throws 
open several exciting applications in the 
areas of supply chain optimisation, ac- 
cess control, anti-counterfeiting and as- 
set tracking. 

RFID compliance will become 
a necessity for Indian firms looking 
to supply Wal-Mart due to its dead- 
line of making RFID tagging com- 
pulsory by 2005. Also, as falling 
prices spur adoption, many more 
US firms are likely to demand 
RFID tagging from their Indian 
suppliers. This is especially true in 
auto components. For instance, 
tyres need to have embedded 
smart sensors/RFID tags to meet 
legal requirements. 

RFID systems are being de- 
ployed in the areas outlined below: 

Access Control: Stung by the 
terrorist attack in December 2001, 
the Indian Parliament has started 
using an RFID-enabled security 
system that uniquely identifies 
each approaching car as ‘friend or foe’ It 
does this using a system of embedded 
RFID tags (in the car) and readers in- 
stalled before they approach the gate. 

Supply Chain Optimisation: RFID 


helps a firm re-establish control over | 
' production processes in geographically | 


dispersed locations by tracking pal- 


lets/containers through the entire life- | 


A 
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cycle of the asset. Such a real-time sup- 
ply chain ‘tracker’ can only be created by 
using ‘people-free’ scanning in place of 
costly manual barcode scanning, which 
can be easily manipulated. 

Such instant monitoring of assets 
delivers real value. The British army ur- 
gently needed tank tracks in Iraq; a 
costly Antonov — the world’s largest air 
cargo plane — was to be hired for trans- 
porting the equipment from the UK to 
the Middle East. However, after query- 
ing the logistics network (that provides a 


The RFID system 





real-time view of assets by relying on au- 
tomatic scanning through RFID sys- 
tems) the logistics team found tank 
tracks (with affixed RFID tags) already in 
theatre, thus saving the cost of leasing 
the aircraft for an expedited delivery. 
Anti-counterfeiting: Given that 
RFID chips are hard to duplicate, they 
can be used for ensuring the authentic- 














ity of high-value currency notes, rev- 


_ one of the key innovators in the eBiz 25, u 
along with the likes of Michael Dell and | 


enue stamps and passports among ` 


other things. Another emerging appli- 
cation is in curbing the distribution of 
spurious drugs — RFID systems can 
help monitor drug packages during the 
entire supply-chain from the manufac- 
turer to the retailer, making it harder to 
introduce fake drugs. 

Asset Tracking: One can create 
high-end loyalty programmes by using 
RFID cards that can be read as soon as 
the customer (‘asset’) walks into the 


3. Tag affixed to physical 
product receives signal 
and is charged with 
enough energy to send 
back an identifying 
response 


store. The store manager would receive 
instant information about the ap- 
proaching person including his/her per- 
sonal preferences and buying history. 
The ‘ubiquitousness’ of RFID systems is 
a given —let us take alook at some of the 
movers and shakers of the RFID world. 





es anjay E. Sarma is an 
t unassuming acade- 


anything but that. He 
€ '/ is known as the father 
“some” of REID. BusinessWeek 


mic whose work is | 


woe eset ot AAAA AAAA E RAM ny Ne AMAA OID 9S IMIR Pl Henn IR Vin il ow vqwiwavu SRE NA int n ethene 


Ma pater RANAN ais 


has recently identified him as | 





Steve Jobs! As former director of the ` 
Auto-ID Center at MIT, he has been at ` 
the forefront of shaping the RFID | 
ecosystem and driving adoption by cre- 
ating standards. His efforts have yielded _ 
_ fruit and a new global standards organi- ` 


sation, EPCGlobal, has been formed to 
carry the work forward. 

Sarma is a professor of mechanical 
engineering at MIT — he ‘discovered’ 
RFID while getting robots to automati- 
cally identify objects by ‘looking’ at 


them. His effort since 1998 has been to | 


reduce the cost ofa tag and facilitate the 
creation of standards to spur main- 
stream adoption. His vision is to have 
RFID tags on each product, especially 
the creation of ‘intelligent’ pharmaceu- 


tical packaging. This, for instance, can _ 


warn consumers if a medicine is past its 
expiry date. 





i Fikram ‘Vic’ Verma 


from his son in a super- 


ket valuation of over $400 million. Given ` l 
that the RFID market is expected to | 


got into RFID quite | 
by accident — he met | 
Rob Reis, who had | 
once got separated — 





revenues in the vicinity of $500 million, 

Vermas astute business sense has 
helped him stay away from the hype 
and focus instead on solving real prob- 
lems — like helping the US army create 
‘precision-guided’ logistic systems 
where managers know the exact co-or- 
dinates and content of specific contain- 
ers. This has replaced the brute force 
‘just-in-case’ inventory model thatre- 
sulted in ‘Tron Mountains’ of unused in- 
ventory that had to be maintained and 
protected. A smart system helps reduce 
the wartime theatre logistics footprint 
and eliminates uncertainty, 

A top US air force commander in- 
volved in the Iraq War says: “(Bacio in 
Desert Storm, we had mountains of 
containers that never got opened... 
that’s not happening this time.” RFID is 
rumoured to have ‘saved’ a few US sol- 
diers in Basra from ‘starvation’ when 
they got stuck in a huge sandstorm that 
resulted in extremely poor visibility. 
Worse, there was intermittent enemy 
gunfire. They couldn't locate their ration 
containers: instead of searching 
through hundreds of boxes because 
reading the labels was impossible, they 





_ used RFID readers to locate a container 

market and was thinking of | 
ways to track ‘lost’ children. The duo ` 
came up with an ‘electronic leash’ that x 
‘told’ parents about the location of their — 
children. Though this venture failed, it ` 
led to interesting opportunities like ` 
tracking containers and war material for 
the US army during the first Gulf War. ` 
There has been no looking back since. ` 
Under Verma’s leadership, Savi has ` 
grown from a $20-million start-up in | 
1999 to a $70-million blue-chip, VC- | 
backed technology pioneer with a mar- ` 


grow to $3.5 billion by 2007-08, Verma ` 
hopes to make Savi a dominant player — 
in the RFID solutions space with annual | 


Some went looking for it. Others 
stumbled upon it by chance. But 


Indian brains are driving the RFID 
revolution. by Gaurav Pal 
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with Cheerios and milk! 

Look forward to hearing more about 
Savi and Verma. An alurmnus of the 
Delhi Public School and La Martiniere, 
Kolkata, Verma’s message to Indian en- 
trepreneurs is “there is a huge opportu- 
nity in applications”. He is looking to ex- 
pand Savi into India to tackle some of 
the toughest problems in customs pro- 
cessing and asset management. 





trics owes its ‘ex- 
Whistence’ in large 
part to the unfortu- 
nate shooting down 
ofa US fighter during 
Operation Desert 
storm. The difficulty in locat- 

ing the pilot led to the National Security 
Agency looking for ways to quickly re- 
trieve missing personnel — two scien- 
tists found a way to adapt and apply 
RFID to quickly locate ‘assets. Keen on 





| commiercialising their success, they 
| teamed up with Piyush Sodha, a serial 
| entrepreneur, and Matrics was born in 
| late 1998 with about $500,000, 


A testament to Matrics’ potential is 


| the $15 million that VCs pumped into it 
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E on THE RETAN FLOOR 


The moment a customer takes a 
product from the shelf, ‘smart 
shelves’ automatically order more. 
Stock people and distributors 
keep the shelves full so that 
customers can 

buy what they want 


AND IN THE 
BACK ROOM 


The EPC™ 
network telis the 
retailer exactly what's 
on the shelf and in the 
stock room as well as 
what's rolling off the truck. 
There is no need for clerks 
to maintain costly buffer 
stock or manually break a 
pallet down in order to 
check every case 








RFID in action 


Source: Auto-ID Center, XPlane.com 


during the darkest days of the dotcom 
doom. These are no ordinary VCs. 
Sodha has garnered some heavy-duty 
backing: the Carlyle group, which in- 
cludes luminaries like George Bush se- 
nior and Lou Gerstner (ex-CEO of IBM), 
to name just two. 

Matrics is getting noticed — it re- 
cently secured a multi-year $25-million 
contract to create a baggage tagging sys- 
tem that allows one of North America’s 
most heavily travelled airports to han- 
dle ever-increasing volumes without 
any loss of passenger satisfaction and 
safety. “At some point... increased (hu- 
man) labour leads to higher costs, 
greater errors and less security... RFID 
provides an automated way to track 


bags...” says Sodha. This large contract | 


underscores the quality of Matrics’ | 
products, which compete with offerings | 
from behemoths like Intermec and | 


Texas Instruments. 
Sodha is unfazed by such competi- 


tion in a nascent market where future | 
success is not guaranteed. He is a Delhi | 
boy, having done his initial schooling | 


from Delhi Public School and picking 
up a Wharton MBA after graduating 
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from HT- 
Delhi. A typical IIT 
product, he says: “HT 
teaches you to tackle the un- 
known.” He goes on to predict that 
“RFID will replace barcodes in coming 
years”, and this will create “huge, huge” 
opportunities for Indian entrepreneurs 
to provide systems integration services, 
including hardware, software and busi- 
ness process re-engineering. 


Pyrasad Putta got 
í deeply involved in 
RFID as Sarma’s stu- 
dent at MIT while do- 
⁄ ing his master’s after 
graduating from HT- 
Madras. He felt a need to em- 
bed ‘human intelligence’ into software 
for supply-chain automation and OAT- 
Systems was born. 

OATSystems has grown from just 
five people to over 90 in a span of three 
years and is profitable! With over 20 pay- 
ing customers — attracting $11.5 mil- 
lion in VC funding — Putta strongly feels 
that RFID delivers real value for early 
adopters. “For some, the technology is 
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The warehouse manager quickly routes 
shipments to the right place because he 
can look up what's in the warehouse and 
on every track. Duplicate and missed 
shipments are a thing of the past ` 


© IN THE PLANT 


Manufacturers organise their runs based on 
up-to-date information and know an item's 
destination as it comes off the line. If an 
incident involving a defect or tampering arises, 
only the affected products need to be recalled 
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an issue of viability, while for others, itis 
about survivability,” he says. He feels 
that success is dependent on finding 
customers who value an RFID solution 
at current price points. 

He believes RFID opens huge op- 
portunities for India — for solving inter- 
nal problems and exporting RFID ser- 
vices globally. RFID systems require a 
strong grasp of radio frequency engi- 
neering, hardware and software inte- 
gration — all areas where Indians can 
leverage their engineering expertise to 
provide world-class solutions. m 





The author is a senior business solutions 
consultant specialising in solving complex 
business problems by applying new tech- 
nologies, He has published in the Harvard 
Business Review (Case response letter), 
IEEE and Elsevier Publications, among oth- 
ers. You can email him at 
gpal@indeusglobal.com 
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Institute of Chartered Financia 
Analysts of India, (ICFAI) 


he ICFAI University is sponsored by the Institute of 
Chartered Financial Analysts of India, which was 
establis-hed in 1984 with the objective of imparting 
world-class training in finance 
and management to students and 
working executives. In 1985, 
ICFAI launched the CFA pro- 
gramme. And a decade later, it 
founded the multi-centre ICFAI 
Business School. In this inter- 





| , Í | view, NJ. Yasaswy, member, 
board of governors of ICFAI, talks 
Member, Board of Govemors. CFA shout the philosophy behind the 
setting up of ICFAI and the vision for the University. 
Q: How did the idea for ICFAI come about? 


A: The idea was much older than 1984. 
when we were working in Staff College. In those days, 


It came about 


Staff College used to be a real magnet of management 
training. All the major companies used to send their exec- 
utives for training, both the senior level and middle level. 
In our Finance Department, there were about four of us — 
Dr. Basant Raj, myself and two other colleagues. We used 
to wonder whether there was a need for a specialised insti- 
tute which would focus only on finance, giving real train- 
ing in finance. But that was just a kind of a talking point 
and we did not do much because we were full time teach- 
ers in that institute. 

Then in 1980, I left and a year before, our colleague 
Basant Raj, left the Staff College. He went to Madras and 
started his own consulting. But we used to meet often and 
discuss this idea and finally in 1984, one day we said, “we 
have talked enough on this, can we just jump into it?” And 
we registered a society as a non-profit education society. 
Q: You started with the CFA programme... 

A: Yes, we started with that. In fact that was the only idea 
that we had. We never had a great vision of doing anything 
more than that. What enthused us at that time was that 
this was going to be the first-of-a-kind exercise in institu- 
tion building. 

Q: What else was needed at that time? How did you scale up? 
A: Many time people ask me, what kind of endowment did 
you start with? We started with only seven thousand 
rupees. In fact, looking back, I feel that we could have 


managed even without that. But 
we said, okay, we are starting an 

institute, let each one of us put a thousand rupees. 
We believed from the beginning that for building an 
institute of this type, what was needed was intellectual 
capital, not so much of financial capital. It would not have 
made much of a difference whether it was seven thousand 
or seventy thousand. Actually that would not have taken 
us anywhere. 

In our 18-year history, I can identify three turning 
point. The first one occurred in 1991 in terms of econom- 
ic reforms. Each reform in the financial sector meant 
tremendous opportunity for training. First time they 
announced that private sector mutual funds would be per- 
mitted somewhere in 1993-94 or 1992-93, SEBI asked us, 
would you like to announce a seminar? 

The second turning point was to set up our Business 
School. Till that time we were only into distance educa- 
tion. Once we got into a business school, we got into the 
mould of campus instruction and our visibility had 
increased, our interface with industry had increased. 

On October 2001, the Tenth Five Year Plan document 
was released by the Government of India. There in the sec- 
tion relating to higher education, the Government of India 
made a very unequivocal statement that private universi- 
ties should be established in this country to overcome 
whatever problems this document had identified. We felt 
this was a great statement and opportunity. 

This private university legislation was the third turning 
point in the sense that so far as we are concerned, we felt it 
was a technicality because by that time we had already 
grown fairly large, with presence practically all over the 
country. All put together, we have more than 500 faculty 
members and in terms of budget size, we are already among 
one of the largest universities in the country. 

Q: Going forward, what is your vision for ICFAI? 

A: As I told you, we have always been operating 

with an evolving vision rather than having a~ 

kind of fixed vision. Having said that, I 
would like to say that whenever 






we talk of universities, or 
these educational institu- 

tions, I am inspired by 

whatever I have seen in 

the rest of the world like +° 
Oxford. Those are our 
models. 


Panduranga Rao, former dean of BITS Pilani, is 

V. founding dean of ICFAI Business School. He 

talks about the various initiatives the B-school is 
taking to become a top 10 MBA programme in India: 


Q: You had to set up ICFAI 
Business School in a short time. 
Did you make any compromises? 
A: No, there was no compromise 
made. We had to slog almost 14 
W tol15hoursaday.Ihadtounder- 
| take almost regular travel. 


: _ Almost for 15 days in a month, I 
used to travel. Most of my col- 
leagues used to travel many 
_ times, find out wherever there is a good faculty, get hold 
_ of it. Good thing that we could get it immediately. 
Q: That still remains a challenge — getting a good facul- 
ty. Are you trying to do something about it? 
A: We have already several things in that direction. In 
fact, we are the only institution in this country who 
have woken up to that fact. There are two problems. 
One is that the existing pool of faculty to teach manage- 
ment in this country is very, very limited now. And it 
has depleted over a period of time. The second problem 
is, nobody has envisaged how to create an infrastruc- 
_ ture or system by which you can generate a new pool of 
faculty. We are trying to address both the problems. 
Q: How? 
A: Originally what we did in 1997-98, in the first three 
or four years of our establishment, was to create a fac- 
ulty associate scheme. But there was a lacuna in that 
scheme. We could not give research orientation. We 
could give them teaching orientation, make them good 
teachers, but could not make them research-oriented 
faculty. By 2000-01 we felt that we 
must do something beyond | 
what we were doing. That 
was the reason we created 
this Institute of 
Management Teachers. It 
offers a three-year pro- 
gramme, called 
Management Teachers 
programme leading to 
Ph.D. 
It is designed in a 
very interesting fashion. 
_ There are three modules 
' which we make them 
a undergo. One module is 
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advanced content module. The second module is the 
pedagogy module. And the third module is the research 
module. During the research module, we are also work- 
ing out arrangements with about half a dozen universi- 
ties in the US for a ‘visiting scholar scheme’. These peo- 
ple will go and spend one year in those universities at 
our cost. They will go abroad to one of these six univer- 
sities. We take all the maintenance, travel etc. costs. 
The universities will only have to provide facility in 
terms of senior faculty under whom they can pursue 
their Ph.D. and also publish a couple of papers in inter- 
national journals during their stay there. 

Q: What are the kind of candidates you are getting for 
this programme? 

A: We have got people from XLRI, some people from 
SIBM, CAs from UK, some students from US universities. 
Q: What is the quality of placements at your B-schools? 
A: Like any other good business school, we get about 
85-90% placement on the campus. Remaining 10%, 
either some of them don’t require a job in terms that 
they want to go and start their own enterprise or join 
father’s business. Or they would like to go for higher 
studies. 

Q: What makes your MBA programme different? 

A: One is that our curriculum is a very rigorous curricu- 
lum. The students feel proud of their knowledge. In all 
the eight batches I have seen that, wherever I meet them 
anywhere in the country, inside work situation or out- 
side work situation, they always tell me that they are 
proud of their knowledge base. 

Number two, we have also created a system by AB 
which a candidate gets industry exposure of eight ton 
months. That is four times more than anybody else. cos 
That is quite formal in the sense in other business ` š 
schools, it is not tightly supervised, nor is it an integral ee 
part of the educational process. Whereas in our case, F. 
is an integral part of the educational process. aa 

There is evaluation, there is grading, the faculty goes ` ns 
and supervises. This system leads to quite a few place- Pe 
ment offers. That is the greatest advantage that the stu- 
dents have. Industry interface is a very strong invest- i 
ment that we have today. 
Q: Going forward, what do you want to do as far as 
MBA programme is concerned? ee 
A: We have already restructured the whole programme  —__ 
in the sense that we have created options for the stu- 
dents. We have introduced more streams of specialisa- 
tion. To start with, we had only three — ' marketing, IT 







and finance. As time passed, we introduced insurance, 


banking... We want to introduce better career options 
all the time. 











Mahesh Murthy advises, 
guides and occasionally 
invests in businesses. He 
can be reached at 

mahesh@passionfund.com | 














Why India 
appears — 
poised to 
take a x 
great step — 
forward _ 
in the 
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world, all of whom had gathered 


on our fair shores for an annual TiE thingamajig | 
| would be. It was a pleasure to show an Ameri- 


one had helped organise. And fair shores it was, 


| with lovely night skies over south Goa beaches, | 


tinkling glasses of white wine — Indian, I might 
add — and conversations that stretched late 


For many, it was a visit to India after years. 
Some had gone off when Nehru was cluelessly 
guiding the country to the near-disastrous 


Russian model of state control. A few had leftin | 
the last 15 years, after his grandson Rajiv's | 
aborted attempts at correcting that tragic error. | 


Some had come back on fleeting visits, only 
to see confusing signs of progress and retarda- 


tion. But this was the first time there was una- | 


nimity. The change, they all felt, was not just 

palpable, but irreversible. This country of a bil- 

lion people was finally getting its act together. 
We don't need an outsider to tell us how well 


| we're doing. But it was educational to see the 


opportunities they saw, through their eyes. 


They talked of opportunities in infrastruc- — 
ture. One friend, a US motelier and hotelier, felt | 
our new highways would drive the demand for | 
two- and three-star places on the outskirts of | 
cities, and was looking if he could set up not | 





one, not two, but 50 of these. Another talked | 


about setting up multiplexes, while a third cor- | 
| toinsurance and so on in that litigious country. 

Many marvelled about what C.K. Prahalad | 
called the ‘single-serve revolution’ It's no big | 
deal for us to see shampoo sachets on sale at | 
paanwaalas for a rupee each. But for a US | 
mind, it was unthinkable to see something sell | 
| profitably at retail for 2 cents a piece. There was | 
lots of talk on what else could sell in small pack- | 
age sizes. Or if there were opportunities to ex- | 
port this to South America and Africa, where | 


rected him to say that was already old hat here. 
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s this a leap 
ear for India? 


OURS truly had the curious plea- | 
sure of spending close to a week | 
with the best, the brightest and the | 
richest desis from around the | 


many had business interests. 

Several spouses exclaimed that it was easier 
for them to call Dallas from Mumbai than it was 
from Boston, on their cell phones. Another area 
we're ahead in is mobile technology — there 
was chatter on what the true killer apps here 


can what SMS was and whyit worked. Observa- 
tions of subziwaalas with phones, and of cheap 


data access (I pay Rs 600 a month for unlimited 
into the night. (We don't know how lucky we | 
are. Restaurants in the US shut by 10:00 p.m. 
| That’s when we take first orders here.) 


mobile Net access — a tenth of what I'd pay in 
the US) led to talk of language applications on 


| wireless devices. Are we thinking about it? 


A few more came by to ask what it would 
take to buy a public, listed company in India — 
and merge their US operations into it. This sud- 
denly was a common theme. There were talks 
of valuations and exits from people who had 
money stuck in profitable US firms that could 
not get on still-anaemic Nasdaq and NYSE. An- 
other friend was bringing 20 American VCs 
next month to look at Indian opportunities. 

A few bankers talked of how much money 
was pouring into Indian stockmarkets from 
private money abroad. And how our market 


| was booming. Another couple actually came 


over home to see if they could get a feel of what 


_ it was like to buy and live in Mumbai as they 


were considering moving back after 20 years. 
Yes, there were reservations. It wasn't about 
single-window clearances and bureaucracy. It 
might be simpler to start a business in the US, 
but there’s far more red tape there once you ac- 
tually get it running — from environmental 
clearances to labour issues to affirmative action 


But it was about things like corruption, 
about how we could avoid it by paying our gov- 
ernment babus more, Officially. Pollution. 
Quality of life. And, yes, basic infrastructure. 

The thing that struck me most, though, was 
their mindsets. Wherever we saw a problem, 
they sawan opportunity. As long as we have this 
point of view, I see every reason why 2004 can 
be a big leap forward for us. a 
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Profit by 
” Persuasion 


N Workshops by 
V. N. Bhattacharya 












The strategy of persuading effectively 


Workshop | 

Negotiating Strategically 
Bangalore: 9th Jan 2004 
Chennai: 16th Jan 2004 








Workshop 2 

Selling Strategically 
Bangalore: 10th Jan 2004 
Chennai: 17th Jan 2004 











Who should attend 


* Entrepreneurs & directors. 

* CEOs, profit centre chiefs, & function heads. 

* Purchase and sales managers. 

* Lawyers and accountants. 

* Executives who sell or manage sales to other 
businesses, e.g. Account Managers, Business 
Development Managers, Sales Managers, etc. 











Content 






The workshops will focus on principles and 
conceptual frameworks for negotiating and selling. 
Participants will be able to develop strategies for 
every situation and increase their effectiveness in 
win-win fashion. 


Fee & Registration 
The fee per participant foreach workshop is Rs.6000 


(six thousand) plus 8% service tax. It should be paid in 
advance by demand draft, or by cheque payable at par 
in Bangalore in favour of Mr. V. N. Bhattacharya. 
Organisations sponsoring four or more participants 
may avail the special fee of Rs. 5500 (five thousand 
five hundred) plus 8% service tax per person. . 



















Quote reference BWP’P in your registration. 





V. N. Bhattacharya 


Villa # 300, Palm Meadows 2, 
Airport - Whitefield Road, 
Bangalore 560 066, India. 

Tel: +91-80-847 5817; +91-98450 58034 

E-mail: vnbhattacharya@vsnl.com 








For more information on programme director 
visit: www.geocities.com/vnbhattacharya 















Kochi Marine Drive 
Branch of 
Federal Bank 
now also at Chennai 
Anna Nagar. 


FEDERAL BANK BECOMES THE FIRST TRADITIONAL 
BANK TO ACHIEVE 100% INTERCONNECTIVITY 


Your friendly neighbourhood bank now accompanies you 
wherever you go. Anywhere in India, from Rajkot to Guwahati, 
from Nagarcoil to New Delhi. An efficient Wide Area Network 
connects all our 431 branches. The bank is the first among the 
old generation banks to achieve this milestone. Open an account 
at any branch and get your transactions done at any of our 
branches in India or through the Visa network, anywhere in the 
world. At Federal Bank we call it modern banking technology 
with a human touch. 


With this technological breakthrough you can enjoy a wide 
range of convenient services like: 

@ Anywhere Banking @ Mobile Banking @ Internet Banking 
@ Tele Banking @ Mobile Alerts @ E-mail Alerts @ Online 
Bills Payment @ Express Money Transfer @ 24-Hour NRI contact 
centre @ E-shopping payment gateway @ International VISA 
Debit cum ATM Card. 


Contact us: 98404 77888, 98944 77888. E-mail: helpdesk@federalbank.co.in 


THE 


FEDERAL BANK 


LIMITED 
YOUR PERFECT BANKING PARTNER 


www.federalbank.co.in 
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OR those who were late in get- 
ting a home PC, this might be 
the best time to buy one: an en- 
try-level machine for under 
25k. With vendors like Zenith 
and Acer offering desktops for 
as little as Rs 20,000, you can skip the 
FAQ and boot the low-cost PC. George 
Paul, vice-president (marketing), HCL 
Infosystems, says: “PC buyers never had 
it so good — a branded machine at an 
all-time low price.” 

But just in case you are a discerning 
buyer, whose needs go beyond primary 
computing (word processing, Web 
browsing, making PowerPoint presen- 
tations and using Excel spreadsheets), 
check carefully what's on offer: typically, 
a sub-25k PC has an under 2-GHz chip, 
a hard disk of 40 GB and 128 MB of RAM. 
This hardware is good enough to bro- 
wse the Web, work on Word files and 
chat online, but it will be unable to cope 
with memory-hungry games or graph- 
ics-heavy presentations. Thus, a typical 
high-end gaming application, which re- 
quires at least 32 MB RAM, will slow 
down the system. At the time we went to 
press, the government had slashed ex- 








cise duties on computers from 16% to | 
8%. This will bring down the prices of | 


low-cost PCs even further. 

But before you give in to the enticing 
ads, assess what you need. Or else, the 
add-ons to spruce up your ‘affordable’ 
PC could burn a hole in your pocket. 


The Chip 
Few low-cost PC makers go for big 





OW cost 
frills 
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A PC now 

costs at least 
Rs 10,000 less 
than what it did 
last year. But 
will it get you all 
that you want? 
by Shelley Singh 


Getting Cheaper 
BE. ween CLES ae 
| Celeron Seay 





ATSIEAL 
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S6020IL 








| Athlon 
| Athlon — 


A Athlon 





F4 Champion | Pentium4 


You name it! 


The above is for PCs (except thin aienti) with 40 GB HDD, 128 MB RAM, 
15-inch colour monitor, Internet keyboard and internal modem. The prices 
are exclusive of 4% sales tax and Rs 500-1,500 installation charges. XP 
Home OS: Rs 3,500; Linux OS: at least Rs 700 (free versions available) 
Prices do not take into account the recent excise duty cuts on computers 


brand processors like the Intel pentane ‘i 


They prefer the cheaper Intel Celeron 
and AMD Athlon, which have low clock 
speeds (2 GHz or less). Clock speeds de- 
termine the frequency at which data is 
processed. The lower the clock speed, 
the slower is the machine. 


The Operating System 
Most sub-25k PCs come sans an operat- 


_ ing system (OS). The assumption is that 
| because an overwhelming 70% of the 


Indian market still runs on pirated soft- 


| ware, people buying low-end PCs will 


actually use pirated software. 
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` Athlon/VIA 


| Celeror/Athlon 





Peotware accounts for 15-20% of the 
cost of the PC. On an average, the price 
of a legal copy of an OS could set you 
back by a few thousand rupees. Those 
who do sell PCs loaded with an OS do it 
at a higher price. Raj Saraf, CMD, Zenith 
Computers, says: “We are offering a 
choice of OS to the buyers. They pay 
more if they use Windows.” Microsoft is 
usually the last option (a Windows XP 
Home OS costs Rs 3,500); opting for a 
Linux OS means you pay a fraction of 
the cost that you would for the Windows 
OS. Another selling point for Linux is 
that it occupies less memory — about 


40% less than the Windows OS. 

On the downside, if you have grown 
up on Windows, using Linux will mean 
learning new things. Red Hat, a Linux 
vendor, says that's a cinch because the 
Linux user interface is similar to that of 
Windows. Even a novice takes just a few 
hours to familiarise himself with the 
Linux OS, claims Red Hat. Hewlett- 
Packard has observed that the Banga- 
lore and Pune markets are most recep- 
tive to the Linux OS, while the rest of the 
country prefers Windows. 


The Random Access Memory (RAM) 


Ifyou are going in fora Windows OS, en- 
sure that the RAM is at least 256 MB. An- 
alysts say that even for Windows XP 
Home you need at least that much RAM 
for good performance. Now, with a ma- 
chine that is meant for the low memory- 
consuming Linux OS, loading another 
OS is nota problem, as long as the mem- 
ory requirements are met. 

But even 256 MB RAM could be too 
little. Take 11-year-old Rohan Kochhar, a 
sixth standard student with St Colu- 
mba’s in Delhi. He uses his laptop to play 
games. But the 256 MB RAM is just not 
good enough to run Hitman, Need For 
Speed 7, Half Life, The Italian Job, Mafia 
and other similar games. The computer 
games vendor at Planet M in Delhi told 
him that to run such virtual stuff he 
would need a P4 machine that costs at 
least Rs 42,000 in the assembled market 
and Rs 50,000 for a branded version! 

Even in the low-cost options, 128 
MB RAM costs Rs 1,300 while 256 MB 
costs Rs 2,500 — the vendor is able to of- 
fer the former ata lesser cost, but the up- 
grade means you shell out more. The 
vendor sells it saying that the RAM sav- 
ings can be used to buy or subsidise an 
unlimited power supply (UPS) for 
Rs 2,000, or a webcam for Rs 1,200. 


The CD-ROM Drive 


Almost all low-cost machines come 
with a CD-ROM drive. And although 
they also offer multimedia capabilities, 
you will need to invest in additional 
memory and, preferably, opt for a faster 
processor to actually enjoy the multi- 
media experience. 

Also, Linux OS limits you to a Mozilla 
Web browser and Open Office, which 
may not be backward compatible with 
older or even newer Windows versions 


_ AFFORDABLE TECHNOLOGY 


The IT road 
to India’s 
development 


T HE world is upbeat about India. In a recent IMF discussion, experts spoke of 








Shubhashis 
Gangopadhyay 


the high expectations the world has from India. In the 1960s too the world had 

entertained similar hopes, but we did not live up to them. What failed us then 
— lack of infrastructure, both physical and social —slows us down today. Historically, 
infrastructure has been in the domain of a public good, requiring massive govern- 
ment expenditures, The government does not have the resources to undertake such 
investments. In the field of physical infrastructure India has engaged private funding 
to overcome the shortage. But we have a long way to go in social infrastructure. 

There are two reasons for this. First, we still think in terms of building more sch- 
ools and hospitals. Second, it is difficult to find commercial and, hence, self-sustain- 
ing models for such activities. But there is a solution—a home-grown, successful one 
that requires little or no government funding. This solution uses information technol- 
ogy and is typified by the success of the e-choupal initiative, telemedicine and com- 
puter-aided basic learning kits, among others. Though these have been implemen- 
ted in certain geographic areas only, they are all potentially commercial and, hence, 
scalable ventures. What prevents their greater spread is the cost of equipment. 

Consider the health kiosks in southern India. They enable diagnostic healthcare 
in remote villages even when hospital facilities are at a distance of 600 km from the 
patient. The patient does not travel to the doctor nor does the doctor travel to the pa- 
tient; such healthcare, therefore, does not need roads connecting villages to cities, 
nor do they need hospitals to be built in the villages. Instead, they need a computer, a 
digital camera and Internet connectivity. The current cost of the equipment is about 
Rs 50,000. With every Rs 5 lakh, you can create 10 such kiosks. They provide em- 
ployment to kiosk operators, healthcare to villagers, veterinary services for village 
livestock and extension services to poor farmers. For a village with 1,000 people, the 
investment in a kiosk is recoverable within a year with a 20% annual return, at a per 
capita cost of Rs 5 per person per month as service charge for using these facilities. 

Unfortunately, close to 40% of the investment cost of an IT kiosk is due to the 
taxes paid on the equipment. If these taxes were not there, at a cost of Rs 5 lakh, we 
could set up 16.7 kiosks — an increase in coverage of more than 65%. Lowering of 
taxes, even eliminating them, will multiply such kiosks all over the country, without 
the government having to find funds to build hospitals. (The duties have come down 
since, but we still have a long way to go. Many Asian countries have zero duty.) There 
are similar experiments that use IT to impart education. Then there are those that in- 
tegrate the rural economy with the rest of the world, like TaraHaat and e-choupal. 

Sixty-five per cent of our households are in villages and so is a large majority of 
the poor. It is rural India that will see the largest growth in the working-age popula- 
tion. Industrial employment has not been growing fast enough to absorb this growing 
workforce. With much of agricultural activity being limited to small farms, there will 
be little demand for labour in agriculture. IT is a solution to this problem. Interestingly, 
IT creates rural, non-agricultural employment, and generates growth and incomes in 
the remotest villages, quite independent of the growth in industries. 

India has made great strides in using IT to solve specific problems faced by differ- 
ent parts of the world. It is high time we use our expertise in this area to attack the 
more immediate problems of development in our own country. The government can 
enable this revolution by lowering the costs of implementing these solutions. at 





Shubhashis Gangopadhyay is director, India Development Foundation 
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— so exchanging files with friends run- 
ning on competitive systems could be 
difficult. “The fonts used in Windows 
and Linux are different. There could be 
an error of 5%. To avoid this save as a 
PDE file and send,” advises Shantanu 
Varma, brand manager, IBM Desktops. 


The Warranty 


Vendors differ on warranty. Zenith and 
HP will back their systems for free for a 
year and IBM for three years. Zenith also 
offers a three-year warranty at 4% of the 
PC cost. The warranty period may not 
be critical for low-cost machines. But it 
is best to know what's on offer. 


Price Versus Performance 


IBM's Varma says buyers should insist 















_ AFFORDABLE TECHNOLOGY 


Look perore you buy a PC 





= end gaming < and d graphics ar 





on hard disk drives (HDD), chip sets, 
motherboards, and memory from re- 
puted vendors while buying any PC. So, 


multiple semi-conductors. Ifthe vendor 


output could well be just about 64 MB.” 


In a low-cost machine, the vendors x 
tend to cut comers on the software. As | 
That's because the price of low-cost 


P Krishnakumar, 
(consumer desktops), 


country manager 


needs before taking a decision.” 


says: 
should have 256 MB RAM, 80 GB HDD, 


gaming — the drivers for the home mar- 


ket. Such a combination is not available | 
. good for students doing projects.” 


among the lowest-cost options of bra- 


nded PCs.” So, if you are a heavy gamer — 
like Rohan, you will need a graphic acce- | 
lerator card, which could cost anywhere _ 
7,000. Also, most ` 
games do not run on Linux, a drawback | 
_ will cost at least Rs 5,500 more. A faster 


from Rs 1,200 to Rs 


for virtual entertainment geeks. 


That's one reason why thin-client- ° 
- means you shell out more for the experi- 
Rs 15,000, have not taken off. “While | 
these are good for the enterprise space | 
for specific applications like running a | 
bill payment system, they fail in the | 


fat-server options, costing under 
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What operating system does the PC run on? Unix os 
and Open Office will not be backward compliant with 
older and even newer Windows versions 


D What is the memory? Is it g 
What warranty does the PC come with? | o 


P O Are components like the HDD 
” = from reputed vendors? ` 


HP India, says: “A — 
PC is an interplay between a hardware | 
and software. Buyers have to assess — 
~ new duty cuts, says Skoch’s Kochhar. 

Sameer Kochhar, CEO, Skoch Con- ` 
sultancy Services, advises caution. He : 
“A machine meant for home use ` 
_ grew by 4%. We had a special bundling 
15-inch colour monitor, and full multi- Ë 
media capability for entertainment and ` 
_ We find that an entry-level product like 







G Is the vendor compromising on software? 


9— : ü Do you need any add-ol 18 
eu UPS, installation charg š 





' home environment. Many such sys- 
-tems have had an early death,” says 
_ IBM's Varma. In fact, they are good only 
they should opt for, say, an HDD from | 
Samsung, Hitachi or Seagate. Explains _ 
Varma: “A hard disk drive comprises | 
as they run few, tailored applications. 
is not reputed, chances are that perfor- | 
mance will be compromised. It (the ` 
HDD) could be of 128 MB but the actual | 
_ with their low-cost offerings. Assembled 


in offices. Life Insurance Corporation 
recently placed an order for 10,000 thin 
clients, and banks are regular customers 


Nonetheless, the branded vendors 
from Acer to Zenith have been able to 
eat into the assembled desktop market 


marketshare in the home PC segment 
fell from 83% to 79% last year, says IDC. 


branded desktops is just 10-15% more 
than that of assembled machines. The 
grey market will be unattractive after the 


Notes HP's Krishnakumar: “The in- 
flection point was in July, August and 
September 2003. The branded market 


scheme (offering printer, scanner) for 
our entry-level PC, boosting the market. 


our Athlon machine with a Linux OS is 


In the final analysis, a low-cost op- 
tion is good for low-memory jobs. Dont 
get carried away by the ads; a PC with 
add-ons like a UPS, a printer and a web- 
cam, and installation charges and taxes 


processor and more memory also 


ence. It may be wise to hang on to your 
money. Chip prices are expected to fall 
in a few months. That should send PC 
prices further South. j 
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PATTON = Endeavour, Enterprise, Excellence 





An exclusive interview with Sanjay Budhia, 
Managing Director of Patton Group 


What are the major factors, which have contributed to the 
making of your organisation in to an institution in east? 
We have put our blood and soul in making PATTON, what it 
is today From a modest beginning to an organization which 
boasts of an envi- 
able client list of 
Fortune 500 com- 
panies in the US 
with Export Excel- 
lence Awards, 
Productivity 
Awards and Na- 
tional Awards for 
_ Exports from the 

~ President and the 
Prime Minister of 
India, PATTON 
has come a long 
way. But we have 
miles to go.Our business strategy has always been very clear, 
to build on our strength and never attempt unnecessary di- 
versification. And in business the mantras of success are also 
simple; 

e Lead from the front 

e Never rest on Past Laurels 

° Each day has to be a better day 

° Give respect and get respect 

° Honour the commitments 
For a Company like ours exporting to the US markets, it is 
imperative that we deliver right Quality at the right Cost on 
right TIME. This forms the basis of shaping the strategy of the 
organization. We have always strived to build on our strength 
and never attempt unnecessary diversification. What differ- 
entiates us in the En- 
gineering industry 
is our strong focus 
on product innova- 
tion and cost con- 
trol. 
Realising the im- | 
portance of people | 
power in building 
any organization, 
the management 
has spent enor- 
mous time and ef- 
fort in shaping the 
HRD systems and policies of the company. Various initia- 
tives have been taken to link the people to systems that 
build desired competencies like decision making/problem 





Mr Sanjay Budhia 
Managing Director, Patton Group 
Chairman CII- Eastern Region & H.P Budhia 
Chairman Patton Group with Chief Minister 





solving, communication, positive thinking and positive work- 
ing attitudes. Everybody in our organization today think of 
“VALUE ADDITION”. Internally the employees are problem 
solvers, changing the paradigm by constant surveillance for 
zero detects, perpetually pursuing improvements in the pro- 
cesses. PATTON has not lost a single man-day in strike in 20 
years. 

Please highlight on the new initiatives taken by your organi- 
zation to cope up with growth from all perspectives. 

Growth is a way of life 
at PATTON. 

Our strategy is to con- 
solidate on existing line 
of operations by seek- 
ing to enter a broader B 
market base by a strong 
thrust on marketing and 
simultaneously diver- 
sify into related product 
categories by new Re- 
search & Development 
initiatives. Developing 





Mr. Sanjay Budhia with Prime Minister 


and designing higher ef- 
ficiency and cost competitive products have always been 
our mainstay. Our objective includes, building on the syner- 
gies in engineering components by meeting the demands of 
the valued customers by robustly working on newer prod- 
ucts being exported to the USA. In the Domestic Market un- 
der its Plastics Division the company launched Railway Loft- 
Tanks, Arsenic Removal Solutions, Water Harvesting Sys- 
tems etc. towards increasing awareness and usage amongst 
users. 

We consider our self as one of the leading contenders for 
Balmer Lawrie Limited the Kolkata based PSU. The PSU, which 
is being divested by the Union Government, has interests in 
the industrial packaging industry, in which there is a natural 
synergy with our group. We feel that this business and the 
specialty packaging business are natural extensions of our 
product line and we may be able to add value with Balmer 
Lawrie’s specialised knowledge and experience. Also, our 
company has a consistent and successful track record in ex- 
ports. It is a Government Recognised Export House and a 
Star Exporter with wide product acceptance and acclaim in 
the international markets having got approval from world re- 
nowned quality institutions like Underwriters Laboratories 
Inc. USA (“UL”), Canadian Standards Association and 
“RWTUV” of Germany. We have developed excellent skills 
in the handling of large number of demanding clients and will 
be able to bring such skills to bear on the export efforts of 
Balmer Lawrie & Co. Ltd. 

We believe that PATTON is now poised to the next level of 
National presence. 


vogue 


Tech Saw 


TECHNOLOGY 








ABHIJIT MITRA 





ECHNOLOGY rocks. More so 
when itis on four wheels. Don't 





does to, well, cars. But technol- 
ogy costs money. Lots of it. And 
that is probably why not much of the 
real cutting edge stuff makes it into the 
sub-compacts. But move up to the 
sedans, and for around Rs 7 lakh you will 
find two pieces of machinery that are 
right up there with the best in the world. 






get us wrong. We are not tech | 
junkies. We just like what it | 


These are essentially the engines that | 


come in the new Honda City 1.5 and the 
Hyundai Accent CRDi. The first one is a 
petrol and the second a diesel. 


The Honda City’s i-DSI petrol engine 


Intelligent dual and sequential ignition 
(i-DSI) is Honda’s secret that isn’t any 
more. The four-stroke petrol engine first 


demonstrated by German Nicolaus Au- | 


gust Otto in 1876 is one of the most en- 


during inventions ever. Suppose your | 


cycle wheel pump was fitted with a 
spark plug where the nozzle is and two 
separate valves to take in and throw out 
gases. As you pull out the piston, the air- 
fuel mixture gets sucked into the cylin- 
der through one of the valves. This is the 





Two cars, one from HYUNDAI and the 
other from HONDA, raise the technology 


intake 
stroke. As 
you push the 


piston in with 
both valves 
closed, the mix- 

ture is compressed 


moving down again, the sparking plug 
fires and the expanding gases push the 
piston down (combustion stroke). Then 
the exhaust valve opens and the piston 


pushes out the burnt gases (exhaust | 


stroke). While the first two and the last 
remain true to Otto, it is the combustion 
stroke that Honda has tweaked for 


(compression | 
| stroke). Just before the piston starts 





power and efficiency, using two spark | 


plugs per cylinder. But even this is not 
new. A Rolls-Royce engine dating back 
to the mid-1920s also featured twin 


spark plugs with staggered firing. The | 


staggering ensured that some of the 
gases left unburnt after the first firing 
were burned by the second spark, re- 


sulting in more complete combustion | 


of the fuel available in the cylinder. 

The beauty of what Honda, the 
world’s largest maker of petrol engines, 
has done lies in the way it electronically 
spaces out the staggering to ensure al- 
most total combustion of the fuel. At 
idle and high engine speeds, both the 
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bar in the C segment 


plugs fire simultaneously. In between, 
the time between the sparks keeps 
changing according to load and engine 
speed, with the spark plug near the inlet 


_ valve firing earlier and the one near the 


exhaust valve firing later. All this is con- 
trolled electronically as is the amount of 
fuel going into the engine. This results in 
high fuel efficiency and oodles of torque 
from even low engine speeds. 

What this means in terms of dri- 
vability is very few gear shifts. The car 
pulls cleanly from 35 kmph even in the 
fourth gear, not even a hint of a knock 
anywhere. Except for stop-go traffic, vir- 
tually no gear shifting is required — dri- 
ving around in the city in fourth is quite 
feasible and, unless you really slow 
down, fifth gear is par for the course on 
the highway. Wonder why Honda is 
even bothering with an automatic. 

As for fuel efficiency, in the city and 
highway run combined, the City re- 
turned figures of about 18.5 kmpl, 
which is quite amazing for any petrol 
car, even the Maruti 800, which has an 


Human Resource - recent studies have proved it to be the one asset that can make or mar business fortunes 
like no other. 


Impacting Bottomline Through People - the 34th National Convention of the Indian Society for Training 
& Development (ISTD) will be a unique convention where top-of-the-line industry experts from India and 
abroad will deliberate on how HR programs, activities and interventions influence the bottomline. 


At this three-day meet between January 29 and 31, Concurrent Sessions will also be held to probe a variety 
of practices, tools, techniques and trends in search of the HR - bottomline link. That apart, there will be a 
discussion on Expectations From HR by a star-studded panel of CEOs. 


On February |,a special Training-Evaluation workshop will be held by Dr James Kirkpatrick, Vice President and 
Director of Training and Development, First Indiana Bank, where he will provide a comprehensive step-by-step 
guide to using the Four Levels model devised by his father, Donald Kirkpatrick. 


Impacting Bottomline Through People. At the ITC Sonar Bangla Sheraton & Towers, Kolkata. 
By the end of it, things at your workplace will never be the same again. 





impacting Bottomline 
Through People _ 


zs 


Z32319 


Indian Society for Training & Development 





For the convention itinerary, please log on to 


www.istdhrd.org/natconcal04 34th National Convention 
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engine half the size of that of the Honda. 
Even during climbs on fairly steep and 
twisty roads, second gear is about as far 
down as you need to go. This is surely 
one of the most drivable cars that we 
have come across. On highway runs, the 
car is poised. At 100 kmph in overdrive 
the tachometer needle will stick to the 
3,000 rpm mark. Even at this point the 
engine has quite a good reserve of 
power left. Offending dilapidated jeeps 
with people hanging from all sides 
scared us — we didn't want one to fall 
right in our path. Solution: get close 
enough to pass but stay far enough to 
stop, honk, dab the accelerator, and zip 
past. Other slow-moving vehicles like 
trucks can be dealt with similarly. And to 
tackle most of the faster vehi- 
cles, just keep the accelerator 
floored. Simple. 

Call us Anglophiles if you 
will, but we have always had 
this thing for Jeeves. Ready to 
manage the tough ones should 
they arise with not the slightest 
quiver of the stiff upper lip. 
Jeeves is what the Honda 
engine reminds 
me of. It will 
deliver most 
things you ask of 
it calmly and ef- 
ficiently with 
nary a knock or 
clatter. Wonder if 
it also reads 
Spinoza. 


Capacity 

No. of cylinders 
Max. power 
Max. torque 
Bore x stroke 
Fuel used 


The Hyundai Accent’s CRDi diesel engine 
It is for historical and populist reasons 
that in India diesel costs a third less than 
petrol. But few cars bought for personal 
use are run on diesel. Not without rea- 
son. Most of the diesels are noisy and vi- 
brate enough to bring Bam down. But 
diesels have their positives too, apart 
from the price of fuel. For one, they pro- 
duce more torque and are, therefore, 
better in load luggers like buses and 
trucks. Besides, they allow higher com- 


pression and, in that respect, are better 


than petrol on the efficiency front, kilo- 
metre for kilometre. 

Diesel engines are at their most effi- 
cient when the fuel at high pressure (so 
that it sprays into small droplets and 
mixes with the air) is injected directly 
into the combustion cylinder (direct in- 


jection diesel engine) at the point when 
the piston is at its highest position. At 
this point the compression heats up the 
air to temperatures above the ignition 
point of diesel, and there is a contained 
explosion as the fuel burns in this 
heated air. The explosion is a fairly vio- 


lent one and the engine is high on NVH | 


(noise, vibration and harshness) al- 
though it is high on efficiency too. 
One solution to this NVH problem is 


an indirect injection engine. In this, the | 


fuel is injected into a pre-chamber 
where the first explosion takes place. 
This chamber is connected to the main 
cylinder by a narrow opening. This 
slows down the rate of combustion and, 
consequently, audible noise as also the 


HONDA’S i-DSI ENGINE 


Capacity 


No. of cylinders 


Max. power 
Max. torque 
Bore x stroke 
Fuelused 


HYUNDAI'S CRDi ENGINE 


1,493 cc 
THREE ~ 
82 bhp 

19.1 kgm 


83 mm x 92 mm 


DIESEL 


Source: Hyundai Motor India 


vibration and harshness of the engine. 
But indirect injection makes and deliv- 
ers power slower than a direct injection 
engine, and vehicles powered by such 
engines tend to be sluggish. 

The Accent CRDi engine was devel- 
oped by Hyundai with Detroit Diesel. 
Common rail diesels have been doing 
duty in costlier cars, but this is the first 
time it is being available in India in this 
price range. In the CRDi unit, a tube 
(common rail) connects all the injectors 
and contains fuel at a constant high 


| 
| 






pressure of 1,300 bar. To do what the in- | 
direct injection engine does, the CRDi 


engine squirts a small amount of fuel 
into the engine before the actual charge 
and one afterwards. The high pressure 
in the common rail ensures that when 
injected, the fuel atomises to a very high 
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degree and mixes evenly with the air, 
thereby leaving little unburnt fuel and 
making this one avery clean car (It meets 
Euro III standards). Engine pressure, 
fuel quantity and injection timing are 
controlled electronically. Consequently, 
they ensure lower emissions and make 
the engine extremely responsive. 

The amazing thing about the 
Hyundai Accent CRDi is the level of re- 
finement the engineers have been able 
to achieve in a diesel engine, more so 
since this is a three-cylinder unit rather 
than an even numbered one, where 
counterbalancing is easier. There is no 
mistaking the diesel blat-blat-blat when 
you start the car, but once on the way, it 
is tough to distinguish it from a petrol 
from the driving 
and power deliv- 
ery characteris- 
tics. The gearing 
is short (like ma- 
ny a petrol car) 


1,497 cc 
FOUR 
77bhp 





12.8 kgm and there are 
OEE gobs of pulling 
PETROL power available 

Source: Honda Siel Cars India in any slot. 
This car really 


comes into its own on the high- 
way. The intercooled turbo plant 
spools effortlessly up to the red 
line and, before you know it, it is 
time to shift up. We were having 
a ball on the highway reeling 
in other vehicles and then floo- 
ring the accelerator to slingshot 
past them as the turbocharger 
drummed up the necessary 
thrust. And even though we were having 
fun, we still managed to notch up aver- 
age figures of 16.5 kmpl in almost equal 
stints in the city and on the highway. 
That's what we call good clean (politi- 
cally correct and eco-friendly) fun. 


Conclusion 


In 15th century Spain there was a gen- 
tleman called Christopher Columbus. 
His theory was that if the world was 
round and you could not reach India by 
travelling east from Europe, then there 
must be a way of travelling westwards to 
India. The world of technology, too, 
seems to be round. And whether you 
travel the diesel way or take the petrol 
path, you can attain the bliss that leaves 
your face plastered with the same be- 
atific smile. W 








Indian Business Academy 


| 'oday's managers are con- 

fronted by a myriad of 

issues emerging from the 
cradle of the knowledge-based 
economy. Solutions to these 
problems necessarily lie beyond 
the theoretical 
approaches of 
management 
books. And 
Indian Business 
Academy 
knows the man- 
agers’ role bet- 
ter in our ever- 
changing busi- 
ness environment. Change is a 
phenomenon that can't be 
stopped. Therefore IBA has inno- 
vated a distinct approach to man- 
agement education that is fine 
tuned to the demands of chang- 
ing requirements of business 
houses and students value as a 
treasure. Its radical pedagogy 
shuns conventional approaches 
and aims to transform its wards 
into competent, knowledge driv- 
en managers of tomorrow. 
Students also gain from the expe- 


CEO, IBA 





rience of industrial stalwarts in 
the campus. 
The institute started function- 


gramme of IBA is referred as a 
relatively rigorous exercise as it 
adopts multi dimensional meth- 


ing in 2001 " It all started witha ods in selection of students. in 
change in attitude that is essen- education and 
tial in management education" J place 










says Manish Jain, CEO, IBA. 
It is also an indication 
that pure theoretical 
approaches are inad- 
equate in present 
times and IBA's 
vision is modeled 
to develop a 

thinking individ- 

ual with mental 

flexibility to 

adapt concepts 

for any given situ- 
ation. The serene 
environment of the 
campus is designed to 
provide a ‘live’ manage- 
ment environment with a 
dynamic 


Cat 












course structure. 


Real time projects provide stu- ment. No 
dents an essential hands-on expe- wonder that majo 
rience that takes them beyond the corporates approach IBA for cam- 


realm of Academia. recruitment, once the stu- 


Quite often the PGDBM pro- 


pus 
dents complete their course. 














BROWSING 


JENNY ABRAHAM 
MD, TNS India 


Some months, like this one, I find 
myself reading a lot, and not neces- 
sarily the latest books. I have just fin- 
ished THE NAMESAKE by Jhumpa 
Lahiri and Paulo Coelho’s THE 
DEVILAND MISS PRYM. Both were 
highly enjoyable. The latter, like all of 
Coelho's books, was thought provok- 
ing — an engrossing story about the 
struggle between right and wrong. 
These days I am drawn to books by 
Indian writers because I can identify 
with their stories. Now I am on to 
Anil’s Ghost by Michael Ondaatje. The 
location here is Sri Lanka, which I 
visit often as we have an office there. I 
am also dipping into The Lexus and 
the Olive Tree by Thomas Friedman. 
It’s about the huge impact of globali- 
sation on our lives. = 


ALERT 
The Last Juror 
By John Grisham (Doubleday) 


THIS book will delight 
all those who relish 
tales of revenge. In 
1970, a Mississippi 
weekly’s sagging 
fortunes are revived 
when it reports a 
brutal rape and murder case in 
gruesome detail. It is followed by 
a scintillating courtroom drama 
and the subsequent conviction of 
the accused, who later returns to 
wreak havoc on his tormentors. 
There is the familiar ‘twist in the 
tail’ and Grisham fans will not be 
disappointed by the latest from 
the king of torts. ip. 





Dynamite 


NIRANJAN RAJADHYAKSHA 


T would normally be bad form to 
kick-off a review of a serious book 
on demography with a facetious 


me to take the risk. So here goes: I 
hope this book is not read by the 
types who beat up Biharis on the streets 
of Mumbai, Guwahati and elsewhere. 





Of course, such types don't normally | 


read books, especially tomes with long- 
term statistical projections and 32 pages 
of academic references. However, even 
a few stray lines, highlighted with 
yellow markers, would be 
trouble enough. 

Let me quote for you 
something from page 4: “A 
population of about 
1.4 billion in 2026 repre- 
sents an addition of some 
400 million over 25 years. 
Around half of this is likely 
to occur in the northern 
states of Bihar, Madhya 


remark, but the festive spirit allows | 


| 








Pradesh, Rajasthan and Uttar Pradesh.” 
That, in these unfortunate times, is 
political dynamite. 

This book, needless to say, is not 
about lighting fires. It is an attempt to 
map the state of India’s population in 
the new century. This book is edited by 
three of the best experts on India’s de- 
mographics — Tim Dyson, Robert 
Cassen and Leela Visaria. And it is dedi- 
cated to the late Pravin Visaria, who, 
with a few others like Ashish Bose, pro- 
vided the bedrock for population stud- 
ies in this country. 

Dyson, in his essay, 


TWENTY-FIRST 
CENTURY INDIA 


Edited by Tim Dyson, 
Robert Cassen & 
Leela Visaria 


Oxford University 


Press 


The figures that 


PARANJOY GUHA THAKURTA 





[VEN the rapid pace at which the 
Indian media industry has ex- 
panded over the last decade and 
more, it is indeed surprising why 
a book of this kind was not written ear- 
lier. This, after all, is the only country 
with over 50,000 registered publications 
in over 20 languages, the only nation in 
which the number of television sets 
with cable and satellite connections ex- 
ceeds the number of telephone (land) 
lines and, of course, the world’s largest 
producer of feature films. 

Although quantity has not always 
meant quality, the media business in the 
country is, nevertheless, coming of age. 
It is also one of the most dynamic sec- 
tors of the economy — even if one ex- 
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cludes telecom and IT from this seg- 
ment at a time when technologies and 
media are rapidly converging. 

Vanita Kohli (who is also the senior 
editor, media, of this magazine) must be 
given credit for being the first off the 
block. She is particularly strong in 
evaluating the economics of the 
entertainment and media businesses 
and, for this reason alone, the book 
must be read by all who are interested in 
learning more about how the Indian 
media functions and its all-pervasive 
impact on society at large. 

At the same time, given the incredi- 
bly fast pace at which the business is 
evolving, a book of this kind would re- 
quire periodic updating if it is to remain 
relevant. For instance, events have al- 
ready overtaken the parts in the book 


ener masneranniieanna si ann 








estimates that Indias population in 
2026 will be around 1.4 billion and it will 
be even higher by the middle of the cen- 
tury. “An eventual population ap- 
proaching 1.7 billion is not inconceiv- 
able,” he says. 

However, given adequate falls in fer- 
tility rates, our population could sta- 
bilise at lower levels by 2050. But even 
500 million more Indians would mean 
both high-voltage opportunities and a 
host of problems. 


Till 2025, we will have a young popu- | 


lation that could help boost economic 


growth. But for this ‘demographic divi- | 
dend’ to be used well, the young have to | 


be healthy and educated. They have to 


be employed. The pressure on land and | 


water resources will worsen. After that ` 
the population will age, pulling down | 


economic growth and, atthe same time, | 


creating the need for better social 
security systems. 
Take water, which could, perhaps, 


be the one resource that will be most se- | 
verely tested by a rising population | 





that relate to the implementation of the | 
conditional access system (CAS) for ca- | 


ble television viewers. 
The author would need to incorpo- 


rate recent developments relating to the 
deep divisions that have surfaced in the ` 


TV business in the aftermath of the 
ham-handed manner in which the gov- 
ernment has sought to implement the 
CAS in a subsequent edition of the book 


THE INDIAN 
MEDIA 
BUSINESS 


By Vanita Kohli 
Response Books 
(Sage Publications) 


india ity 


business 


Pages: 258; 
price: Rs 280 


Trina AAVA AAEREN ei peA DAAE ta aA aE S a miaa aaam a n a 





erosa annah aneio aim irca 


TIM DYSON is professor, Development 
Studies institute, London School of 
Economics 


ROBERT CASSEN is visiting professor, 
Department of Social Policy, London 
School of Economics 


LEELA VISARIA is professor, Gujarat 
Institute of Development Research, 
Ahmedabad 


(which will increase demand), eco- | 


nomic development (which could lead 
_ to pollution and, hence, lower effective 
| supplies) and climate change (which 
x will alter seasonal availability). Being 
| economists, the authors ofthe chapter 
on water avoid Luddite fallacies and fo- 
_ cuson key policy issues. 

| They believe that national demand 
| can be met, given the right policies. In- 
| dian farmers and consumers today 
| have little incentive to conserve water. 
x Free water and agricultural subsidies 
| encourage farmers to waste this pre- 
Í 


auqa 


q | 
— and I do hope there are new editions. 
Kohli is at her best while describing 


-| the complex, convoluted and chaotic 


í 
i 
i 
| 


| manner in which the movie business 
has operated and continues to do so in 
spite of efforts at bringing about a sem- 
| blance of organisation in the industry. 
_ However, she is, at times, unduly defer- 
| ential towards media barons like Samir 
| Jain of Bennett, Coleman & Co., who has 
_ stretched the limits to which a publica- 
| tion can be commercialised. Advertise- 
_ ments and PR plugs masquerading as 
journalism (for free or for a fee) are not 
| the best things to have happened to the 
_ media in democratic societies. This re- 
_ viewer would have preferred a more 
_ critical approach to such issues. 

x One would have also liked to know 
_ the answers to some niggling questions. 


i 
i 
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cious resource. Urban consumers, too, ' 








are charged a pittance for the water they 
use. So the taps are left running in mid- 
die-class homes. Our debates on water 
are too focussed on technical solutions 


— the need for big dams or rainwater 


harvesting, for example — and not 
enough thought is given to economic 
incentives. Thats unfortunate. 

Economic development is eventu- 
ally by the people and for the people. We 
tend to dehumanise it by going on and 
on about fiscal deficits, interest rates, 
competitiveness, productivity and 
other staple stuff that fills our seminars, 
academic books and even business 
magazines. These are important, but 
even more is this questior: will the aver- 
age Indian be richer, better fed, edu- 
cated, healthy and secure? 

The answer becomes clearer after 
reading Twenty-First Century India. W 
should be read not just by specialists, 
but by all those who are interested in 
public policy. Yes, perhaps, even by the 
angry activists who want to drive all 
Biharis back to Patna. E 





Such as why India’s capital is the only 
city in the world with over a dozen Eng- 
lish dailies and whether the huge vol- 
ume of data that is generated for the 
benefit of advertisers and advertising 
agencies is reliable. For instance, how 
accurate are television audience figures 
if only 5,000-odd people meters have 
been installed for a population of over 


40 million cable and satellite TV house- 


holds in the country? The question ac- 
quires considerable significance in the 
context of the accelerating amounts 
that are expended on advertising by 
large companies that has been high- 
lighted in the book. 

While the book has a wealth of statis- 
tical data on the various media, the 
charts and graphs could have been bet- 
ter displayed — and abridged. Some of 
them run from one page into the next, @ 


Paranjoy Guha Thakurta is director, 
School of Convergence, International 
Management Institute, Delhi 
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Catching up with China 


HERE was much jubilation on the foreign 
exchange reserves crossing $100 billion. 
Rs 4,58,636 crore does not sound as exciting, 





like to look at countries like Japan's $644 billion. The truth 
is that the US has a payments deficit, and is exporting dol- 
lars on a vast scale. Someone has to hold them; and India 
is one of the carriers. That is neither a privilege nor a piece 
of good luck; it is just a consequence of policy paralysis. 


tions industry, for instance, is substantially built upon 


| capital from abroad. The Indian government is still un- 


although it is equivalent to $100.59 billion, the 
reserves on Boxing Day. Nor do the revellers | 


comfortable with foreign investment and continues to 
fiddle pointlessly with permitted equity percentages. But 
the rest of the nation has now quite lost its investment 
xenophobia; it would happily see the economy grow 
faster and industries grow more efficient with foreign in- 
vestment. It has even begun to see that China's superior 
performance to India’s has much to do with the fact that it 


| isa powerful magnet for foreign investment. 


More rational governments would use the dollars to — 


import cheap goods for their citizens; others may use 
them to pay off debt. But India is still allergic to consumer 


goods from abroad and imposes the world’s highest tariffs 


on them. Others would pay off 
their debt; and the Indian gov- 
ernment has done it to some 
extent. Three months ago, am- 
bassadors of 15 advanced 
countries were summoned to 
the external affairs ministry 
and were told to take their 
money back; India would no 
longer take aid from them. 
Amongst them were such ob- 
streperous countries that ma- 
de a noise about the Gujarat ri- 
ots and the violation of human 
rights; for such temerity they 
have now paid — that is, they 
have saved their money. 

But itis also a fact that India 
has found it increasingly diffi- 
cult to use foreign aid produc- 
tively. As the Central government has devolved functions, 
more and more aid has had to be used by state govern- 
ments. They are all in dire financial straits, sorely tempted 
to take aid and use it for unauthorised purposes. In many, 


there is uncontrolled corruption. And since it is unlikely | 
that the states will ever be forced to mend their finances, it | 


is the Central government that will eventually have to re- 
pay the loans. It might just as well not take them. 
Besides, foreign investment is a good substitute. Ex- 


ever since 1991-92, when the nadir was reached; that 
means that the entire build-up of reserves has been fi- 


nanced by capital inflows. Aid has been a tiny part of | 
them: most of them have been private flows. Amongst | 


China’s repute as the world’s 

manufacturer can be traded 

in for its low capital cost and 
dismal judicial system 











them have been deposits of non-resident Indians, whom | 


Reserve Bank of India lured in by giving them interest 
above that in their home countries. But there has also 
been considerable genuine foreign investment that has 
gone to finance real assets. The private telecommunica- 


What makes China such a magnet? You name any- 
thing, it can be produced more cheaply in China, and to 
world standards. It has acquired this reputation: if you 
want to compete internationally, then go and produce in 
China. And that reputation can 
be traded in for many things. 
Lower cost of foreign capital, 
for instance: rates of profit on 
foreign investment are lower in 
China than in India. Restric- 
tions on foreign investment: 
China has more, and more dis- 
cretionary ones than India. 
Quality of justice: the Indian 
judicial system is not great; but 
it is miles better than China’. 

India has acquired a similar 
reputation in software; it is in 
the process of acquiring it in re- 
search and development. But 
in the vast field of material pro- 
duction — food, minerals, 
manufactures — it is nowhere 
near acquiring a reputation. 


ANTHONY LAWRENCE 


| And the Japanese, who know both countries, mention 
| two things. First, Chinese workers are better educated, 


better trained and more in tune with mass manufactur- 


_ ing. Most of them are women, they live in dormitories 


from which they are transported to work, they do not ab- 
sent themselves, they do not drink and they work consis- 
tently. Second, in China, they know whom to go to in the 


| government, they are told what they need to do and how 
| long it would take to get something done; however cor- 

cept for 2002-03, the current account has been in deficit | 
| promotes, whereas the Indian government obstructs. 


rupt it may be, the Chinese government encourages and 


And finally, what they do not mention, but is important: 
prices are low in China and so are wages. 

Let us tackle these three weaknesses of ours. Let us 
train industrial workers as we train our engineers. Let us 
make government offices responsive, efficient and quick. 
Let us manage the economy so as to keep our domestic 
prices at a fifth of international prices converted at ex- 
change rates. The rest will follow. a 
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Q Anand Mahindra — the man 
who turned Mahindra & 
Mahindra’s fortune — will have 
some fresh challenges on hand. 


The government has reduced (as i 


a part of its pre-poll strategy to 


woo the voters) the peak custom duty on 


aaa anang sane 


SUVs. Now a number of SUVs headed for India, especially 

from other South-east Asian countries, will come at a lower price. They 
could give Mahindras Scorpio a run for its money on the Indian roads. 
A fine strategist that he is, it will be interesting to see how Anand helps 

Scorpio retain its lead in face of such competition. 


Sunil Sharma, Via email 





THE REAL COSTS 

Thanks for a very timely article on PCs 
(‘Of Low Cost And No Frills, BW, 19 
January). With the government halving 
the excise duty, the PC makers will now 
come out with loud advertisements 
saying that you can boot up for under 
Rs 15,000. These advertisements never 
reveal the hidden costs associated with 
the poor performance of low-cost 
machines and the extra money buyers 
end up spending 

, to make their 


= Instead of 

fooling people 

into buying a 
product that 
will be of little 


will be in the 
interest of 
the vendors 
to tell buyers about what 
they can actually do with these PCs, 
which are minus the ‘bells and 
whistles’. It is about time that the 
industry associations woke up to this 
and made it mandatory for vendors to 
reveal the fully loaded costs of even the 
basic machine. After all, what good is 
an affordable PC for which the 
customer has to spend extra to even 
get the operating system? 
Seema Narayan Sharma, Lucknow 


THANKS, BUT WE'RE JUST FINE 
I think Indian media must put an end 
to its fascination with non-resident 
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Indians and their views on India (‘We're 
Sending Confusing Signals, BW, 5 
January). I am tired of listening to 
prescriptions of these Indians about 


_ what is wrong with India. 


Sunil Khilnani claims that India is 


| sending confusing signals to the world. 


He wants India to clarify whether we 


| stand for Hindutva or for software and 


other great technical skills. 

Why does India have to stand for 
just one thing? Hindutva and software 
skills are not mutually exclusive. India 
is a nation of infinite possibilities. India 
of the future will be a nation that is 
proud of its Hindu roots. Indians will 
show the world that economic growth 
does not mean mindless 
consumerism, that computer skills 
come to them as naturally as the 
knowledge of Hindu spirituality. 
Prakash Chandra, Gurgaon 


_ IT PAYS TO BE PROACTIVE 

The grant of exclusive marketing rights 
(EMRs) will spark a series of legal batt- 
les between the government and the 
company defending its EMR after the 
World Trade Organizations product 
patent regime comes in force in 2005 
(‘Tottering Towards WTO’, BW, 12 
January). The government should be 
proactive and have a one-stop 

| regulatory and approval mechanism in 
| place to avoid these unnecessary 

| hassles. It should have adequate reso- 
urces and clear-cut policies to analyse 

| the long-term implications of issuing 

| EMRs and ensure that only deserving 
companies are granted EMRs. 












HDFC makes housing finance simple for you. 
In addition you get expert advice, attractive rates 
and the comfort of dealing with the most experienced. 





| THOME LOANS ` 
> Apply online at hdte.com Regd. Office: Mumbai WITH YOU, RIGHT THROUGH ` 
MUMBAI (HDFC Home Line) - Tel: 56636000. NEW DELHI (HDFC Home Line) - Tel: 51115111. CHENNAI (HDFC Home Line) - Tel: 28599300. | 
KOLKATA (HDFC Home Line) - Tel: 23215060. BRANCHES ALSO AT: AHMEDABAD (Navrangpura): Tel: 6560806. BANGALORE (HDFC Home 
| Line) - Tel: 51183000. BHUBANESWAR: Tel: 2534942, 2534335. CHANDIGARH: Tel: 2603717, 2603880. COIMBATORE: Tel: 2222735, 2221262. 
GUWAHATI: Tel: 2666915 / 795. HYDERABAD: Tel: 55475001 . INDORE: Tel: 5045678, 2523776. JAIPUR (Ashok Marg): Tel: 2377471 - 3. 
KOCHI: Tel: 2382325, 2382402. LUCKNOW: Tel: 2205813 / 4. NAGPUR: Tel: 2522694, 2522123. NASHIK: Tel: 2571492 / 3. PUNE {HDFC 
‘Home Line) - Tel: 25505000. THIRUVANANTHAPURAM: Tel: 2324224, 2325731, VADODARA (Sayaji Gunj): Tel: 2361926, 2361807. a 


Š i 
~ 









`, should be framed keeping in 


Above all, the drug policy 


mind the interest of the 
poorest of the poor and, at 
the same time, should also 
boost innovation and 
research. 

India will reap rich 
dividends if this basic 
mechanism is set up in 
time. Not only will it 
provide the people with the cost 
benefit, but also with the latest 
modalities of treatment in our country. 
Navneet Wadhwa, Manipal 


UNNECESSARY HASSLES 
Establishing and maintaining relations 
with government authorities is the 
most difficult job in India (How To Kill 
The Biotech Industry’, BW, 12 January). 
Consequently, becoming a successful 
entrepreneur is much more complex 
here compared to most other 
countries. I believe that if an 
entrepreneur has succeeded in India, 
he can succeed anywhere in the world. 
We have an unnecessarily labyrinthine 
regulatory mechanism. Perhaps, the 
solution lies in an information 
revolution and consumer awareness, 
which can build adequate pressure on 
the government to make the regulatory 
mechanism more efficient, transparent 
and flexible. In recent times, the 
telecom sector has witnessed this (with 
the Telecom Regulatory Authority of 
India) and, in the near future, other 
sectors, including media and 
entertainment, are sure to undergo 
similar changes. 

Joydip Dey, Mumbai 


FAIR CHANCE 

There is no reason for the media to 
create so much hype about D.S. Brars 
departure from Ranbaxy and 
Malvinder Singh wanting to take his 
place (‘In The Family Way’, BW, 5 
January). Strangely, even though so 
much is written about Malvinder and 
his aspirations for the top job in 
Ranbaxy, we hardly know anything 
about Malvinder as a professional. The 
media should shift focus from mud 
raking to being more objective towards 
this incident. Brar has been at the helm 
for long and has had a remarkable 
innings at Ranbaxy. Had it not been 









| Malvinder, someone 
> else would have taken 
` his place. Should the 
media not be more 
considerate towards 
Malvinder and give him a 
chance to prove himself 
before writing him off? 
Kawaljeet Singh, Via email 







THE BEST COURSE 

The three terms — 
corporate social responsibility (CSR), 
community development and 
corporate philanthropy — are different 
in their focus and cannot be taken as 
one (‘Does Anybody Care?’, BW, 29 
December). CSR is a much broader 
term and encompasses ethics in 
practise of business activities, 
measures to help reduce social 
inequalities, enhancing long-term 
stakeholder value, contribution to 
nation-building and treating 
employees fairly, among other things. 

Community development, 
however, envisages only the 
development of society by providing 
education, water supply, employment 
opportunities and so on. Thus, an 
organisation involved only in 
community development cannot 
compulsorily be labelled as a CSR 
entity since it might be overlooking 
other aspects of CSR. 

On the other hand, corporate 
philanthropy is giving of purely 
monetary aid to the society by a 
corporate house. In most cases, the 
organisation does not know where or 
how this fund is being utilised. 

Only CSR is a comprehensive 
strategy for a company to become 
active and socially responsible 
corporate entity. 

Masroor A.K. Lodi, Via email 


W Your cover story on CSR was right on 
time. It is true that in India, so much 
needs to done on the social front that 
we are not in a position to crib about 
the depth of CSR concerns of various 
organisations — any effort is welcome. 
At the same time, let us not forget that 
the infamous Enron also managed to 
get an award for business ethics in 1997 
and Kenneth Lay was famous for his 
donations to the orphanages. The 
ultimate test of CSR is how it meshes in 
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with the business goal and 
performance contracts of the 
company’s management, and to 
develop matrices to measure 
organisational performance on CSR. 
Indian companies, particularly those 
who are global players, will do well to 
think of CSR as a business strategy to 
gain competitive advantage in the 
international market. 

Subhasis Ray, Hyderabad 


NO PLACE FOR RELIGION 

Why is this magazine writing about 
spirituality (“The Management Is 
Willing, But The Spirituality Is Weak, 
BW, 12 January)? Today, it is 
transcendental meditation, Art of 
Living and the Brahma Kumaris. 
Tomorrow, it will be the Viswa Hindu 
Parishad. In a country where religious 
fervour is growing by the day, shouldn't 
we protect those institutions that are 
secular? The reason why we have little 
discrimination in business 





today is because we have 
kept it away from religion. 
Senthil Kumar, Pondicherry 


HIDDEN BENEFITS 

The entire episode leading to the imp- 
lementation of CAS was a murky one 
(‘Time To Scrap CAS’, BW, 19 January). 
It was arbitrarily implemented first in 
Chennai and now in South Delhi. In 
Chennai, very few homes have set-top 
boxes. So the hours spent on watching 
TV has greatly reduced. In fact, not 
scrapping CAS will do some good to 
Chennaiites as they will have time to 
pursue more productive activities than 
watching TV. 

S. Narayanan, Chennai 


| Letters can aiso be sent to 
editor@bworldmail.com 
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Rousing 
The Giant 


Its one of the largest non-banking 
financial institutions in India with more 
than Rs 1,50,000 crore funds under its 
control. It has offices across the length 
and breadth of the country. However, its 
systems and processes are stuck in the 
Jurassic Age and its financial stability is 
under threat. The miserable state of 
affairs at its offices across the country 
paint a sorry picture of how weak our 
social security system is. Can one man 
save the 52-year-old Employees’ 
Provident Fund Organisation and 
improve the lives of the 27 million 
Indians whose lives are directly affected 
by the way it functions? 








| Change Agent Central provident 
fund commissioner Ajai Singh is trying 
to reinvent the EPFO. He has a vision 
and the technology to make it a reality. 
But can he break the inertia within? 


DINESH KRISHNAN 


1:12 





Timing Troubles x 


The BJP seems to have set 
its heart on an early date 
for the elections. The CEC 
does not agree. So when 
can we expect the polls? 





4 Vajpayee and Venkaiah 
Naidu in Hyderabad 





AFP 


Media regulator Chairman Pradip Baijal tells BW 
that Trai is the final authority on pricing for cable services. 





Wealth creation Motilal Oswal’s Raamdeo | 
Agrawal on the wealth creators of 2003. | 


Petroleum & natural gas Sakhalin may not be | 
Indias only foreign oilreserve in trouble. 


BUSINESSWORLD 


| Especially when it comes to data 
| exclusivity. However, that could 


Too Harsh, Too 
Exclusive 


Uncle Sam wants to have 
tougher intellectual property 
laws than what TRIPs demands. 


keep Indian generics out of its 
largest market. What are Indian 
companies doing? 


F. Jorge: “Have a strong > 
strategy and implement it” 





DINESH KRISHNAN 


Mumbai-Pune highways Maharashtra is ina 


| hurry to sell both the roads between the two cities. Why? 
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The power of 552 horses under your 
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A political issue 


HE election season is upon us, and from now on 
till end April at least, politics will overtake busi- 
ness and economics as the favourite topic of dis- 
cussion among our readers. And Businessworld 
will do its level best to steer the debate towards 
issues that matter. What kind of political dispensation will 
deliver a minimum of 8% growth per annum so that Indian 
citizens may be lifted out of poverty? How do we pick the 
leaders who will put national well-being ahead of personal 
well-being? What kind of issues should be top of mind fora 
nation of a billion people that has arrived at a turning point in 
its history, when both greatness and disaster seem equally 
within reach? 





Greatness is within reach because the economic momentum 
that India has built up for nearly two decades is now reaching 
critical mass. Linked to this is 
also the bigger global profile and 
role that our country has as- 
sumed. Disaster is also within 
reach because, as Gujarat 
showed more than a year ago, 
communal divisions are widen- 
ing, not narrowing. Or as the 
600,000 people who applied for 
Class III and Class IV jobs in the 
Indian Railways showed, a fast- 
growing nation is leaving a large 
number of its citizens behind. 
What India needs at this mo- 
ment is a political party or alliance that unites the people be- 
hind a common, energising vision for the future. Which one 
will it be? 


x 
Businessworld 


Rsvl54-000z6re 





As a curtain raiser to the elections, this week's cover story fo- 
cuses on an issue that touches 27 million people — employee 
provident funds. With Rs 1,54,000 crore under its manage- 
ment, the Employees’ Provident Fund Organisation is one of 
the largest ‘funds’ in the country. But it is also probably the 
worst-managed. Ajai Singh, the Central provident fund com- 
missioner, however, is trying to transform it. Principal Corre- 
spondent Vikas Dhoot, who brought the provident fund mess 
to national attention through a Businessworld cover story in 
2002 (‘Scarier than UTI’, 16 September 2002), examines 
closely the changes Singh has brought about and what more 
needs to be done. The larger issue, however, is the sorry state 
that India’s social security system is in. Would the political par- 
ties like to take that up? 





TONY JOSEPH, EDITOR 
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Ranjit Shastri is director 
of PSi’s strategic 
consulting and private 
equity activities. He can 
be contacted at 
psi@psi-world.com. 


The call 
centre 
business 
is pretty 
exciting 
— you 
just have 
to view 
itasa 
game of 
complex 
strategy 

















T first glance the call centre busi- 
ness seems pretty mundane — 
answering telephones and mak- 
ing sales calls. Yes, and tennis is 
about hitting a ball over a net. 
Probe a little deeper and you will find that the 
call centre business is rich with opportunities 
to deploy business strategy and tactics. 

Put yourself in the shoes of a call centre. 


tial customer. First, he gives you a long list of | 


250 questions regarding details about your op- 


eration. If you fill in the questionnaire and it | 
meets with his approval, you will be given an | 





It’s all about 
complexity, honey 


quotation. Now it gets interesting. Call centre 
pricing is incredibly complex; it depends on 
dozens of factors like the type of work, the esti- 
mate of work volume, the call arrival pattern 
(daily, weekly, seasonally), how quickly clients 
want to ramp up, and the use of multiple shifts 
(more shifts mean better utilisation of seats). 
The presence of excess capacity creates an in- 


| centive for call centres to be opportunistic. Like 
Suppose you receive a call from a major poten- ` 





opportunity to quote, along with a dozen of | 


your competitors. What's your next move? 

To answer this question you must first de- 
cide whether you want to play this game. Pra- 
mod Bhasin of GE Capital recently said in The 


tive: “The only way you can maintain quality of 
service is by moving into the value-added space 
and having a selective list of clients. We have no 
desire to be in all price segments.” Just because 
a customer asks you to quote, it doesn’t mean 
you have to jump at the opportunity, especially 


on aeroplanes, if the seat is empty, you can al- 
most give it away free (airlines do this through 
their frequent flier loyalty programmes). 
Complex pricing is wonderful. As the entry 
barriers in the business are low and many clie- 
nts have their own captive call centres, the ‘fog’ 
of complex pricing helps independent call cen- 
tres shape perceptions and hamper compari- 
son shopping. If every call centre firm kept pric- 


| ing simple — say, a basic price with itemised 
Times of India that GE is looking for external | 
call centre customers, but is being very selec- | 


since the chances of you getting the order are, 


perhaps, one in a dozen. 


Instead of declining to play the game, you | 
could modify the prospective clients rules. You | 


could ask to be ‘paid to play’ — not in terms of 


cash but in terms of commitment or informa- | 
tion. You could agree to fill in the clients ques- | 
tionnaire if he provides some details about his | 
own operation — what he pays for call centre | 
services, his projected demand for such ser- | 


vices, or the process by which he selects ven- 


dors. Such data is valuable. [fhe doesnt wantto | 
make this commitment, you might be better off 


finding a better client, one who recognises you 
are special (because of your reputation or your 
technology) and worthy of being ‘paid to play’. 





and have moved to second base, the request for | 


costs for each additional feature — then com- 
petition would be more intense than it already 
is. Complex pricing allows call centres to make 
special deals for more desirable clients, hide 
high prices from less sophisticated ones and 
hide low prices from competitors. We've seen 
similar complexity in the airline industry, 
where myriad pricing options made the selec- 
tion of the best deal too tedious for customers. 
Complex pricing is not without risk. It in- 
creases administrative costs as each pricing 
‘game’ requires intensive management invol- 
vement. It can be confusing to customers. Also, 
the lack of transparency encourages price-cut- 
ting. But any attempt to simplify pricing will fail 
because it would work only if all call centres 
agree not to make secret deals. Not very likely, 
given the number of call centres out there. 
Seeing any human endeavour as a game 
makes it possible to marry strenuous effort 
with pleasure. Those unfamiliar with the call 
centre business might think it’s tedious, but the 
scope for gaming is huge. Whether answering a 


| call or hitting a ball over the net, simple games 
Suppose you've agreed to play the game | 


become deliciously complex when played by 
those who understand strategy and tactics. @ 
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-WHAT WAS THAT? 
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LOK SABHA ELECTIONS 


Preparing for early 


ND-March or mid-April? The 

dates for the advanced Lok 

Sabha polls continue to con- 

found political circles as the 
government waits for the Chief Election 
Commissioner J.M. Lyngdoh to retire on 
7 February before consulting the Elec- 
tion Commission (EC) on a likely time 
frame. 

One obstacle in the way of a mid- 
March poll, as Prime Minister Atal Bi- 
hari Vajpayee desires, is the planned re- 
vision of electoral rolls in Uttar Pradesh. 
According to the EC's schedule, the revi- 
sion will get over only on 23 March. A21- 
day period is required between the date | 
of notification and polling day, which = | 
takes us to mid-April. 

Given the recent pattern of phased 
polling, the elections are likely to be | 





BJP's national executive meeting in Hyderabad: Preparing for the big battle ahead 


However, Vajpayee may have his | tionship. The dilemma is that this will 


spread over at least three days to allow | 


for the deployment of security forces in 
sensitive areas. The whole electoral 
process is, therefore, unlikely to be com- 
pleted till the beginning of May. 


way yet. Much depends on who is ap- 
pointed as the next CEC. The govern- 
ment is believed to be very keen on for- 
mer cabinet secretary T.R. Prasad with 
whom it enjoyed a good working rela- 











What was that again? 


“Look at India and 
China, the top coun- 
tries in the world are 
putting 50% of their 
people through univer- 
sity... The only way we 
are going to survive is 


with more and more 


le getting to 
ality suc i n. 5 


TONY BLAIR, 
British premier, ar- 
guing that India 

„and China could 
takeaway more jobs 
from UK if Britons 
remain under edu- 
cated 





Er... Mr Blair, only 12 out of every 100 
children finish school in India. But we 
are glad even that’s got you worried 


couple of years Santa 
has been generous to the 
Indian automotive 





component industry as export 


orders from international auto giants 
have been rolling in. 


ALL it Christmas or what 
you will, but the last 


mean a break with the tradition of ap- 
pointing the seniormost election com- 
missioner as the chief and could create 
hurdles for the government’ early elec- 
tion plans. 





plant and machinery and, in phase-ll, 
Delphi will provide technological 
support. Out of the same plant, it will 
supply a steering column part to 
Suzuki for its US market and 
piston rods to Tenneco Automotive, 
the world's largest damper assembly 
player. Both deals are 


Omax Autos, rated OMAX AUTOS worth Rs 21 crore over 
No.5 among the Top 4 three years. In the next 
50 Indian auto M OVI n g u D couple of years, Omax 

- component expects to export parts 
manufacturers (by the Va ue worth Rs 5 crore-7 
Industry 2.0 & IRIS), . crore per month from 
has bagged one such cha In its Bangalore facility 
order. Its newest alone as other projects 
manufacturing facility in Bangalore will | under negotiation get confirmed. 


supply transmission shafts worth 


Rs 21 crore to Delphi 
Europe over the next 





year. In the first phase, 
Omax will put up the 
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three years starting this 


Before this deal, in November 
2003, Delphi India had placed an 
order for piston rods with Omax (even 
though it was not producing the 
component then) worth Rs 40 crore 


| over three years from its Gurgaon 






Z 


polls 


According to a Supreme Court rul- | 
ing, all three ECs carry equal weight in | 
the decision-making process. The gov- | 
ernment cannot, therefore, afford to stir 


up trouble within the EC. 


The dates for a Vote-on-Account | 
and dissolution of the Lok Sabha have | 
been fixed keeping in mind the fact that x 
nothing will move till Lyngdoh bows out ` 
and the new contours of the EC are in | 
place. Parliament will have a brief three- ` 
day session to pass the Vote-on-Ac- | 
count, from February 3-5. The recom- ` 
mendation for dissolution will go to the — 
president on 6 February. Lyngdoh re- | 
tires the next day. The new CEC will as- | 


sume office on 8 February. 


Political parties, including the ruling | 
coalition, will have to sweat it out till | 
then before they can plunge into the | 
nitty-gritty of candidate selection, — 
manifesto finalisation and other details ` 
that go into preparing for the big battle | 
ahead. . 

ARATI R. JERATH — 
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F HERE has been an added coat 
& of shine on India. The 
= government announced the latest 


“ech 


a2 industrial production numbers last 


Hiiva, 


week. The HP in November was 


2 7.4% higher than its level a year 
= earlier. The October growth figure, 


= by way of comparison, was much 


more modest: 5.3%. 


wis This is definitely good news. 


= Critics have often claimed that the 


“© economic boom would peter out 
= ` unless industry picked up as well. 





There was some validity to their 
arguments — previous recoveries 


«< powered by agriculture and services ` 


alone have quickly lost steam. And 
there were few signs till now of a 
really robust recovery in the 
fortunes of the manufacturing 
sector (which accounts for a fifth of 
our GDP). Now those critics could 
be silenced unless the December 
2003 figures throw in surprises, 
That seems very unlikely, though. 


A 


FEW months ago, ICICI Bank 

CEO K.V. Kamath had told this 
magazine that he expected GDP 
growth to cross 8% this year. Now, 
we have the first forecast that this 
could indeed happen. The Centre 
for Monitoring Indian Economy 
(CMIE) says that it expects 
economic growth to touch 8.2% in 
2003-04, which is substantially 
more than the earlier forecast of 
7.4%. Let's see if other research 
houses and economists follow, 

If growth does indeed touch 
8.2%, then we'll see economic 
buoyancy of a type not seen for 
more than 15 years. 


Æ 


HE one major chink in China's 

economic armour has been the 
gaping hole in its financial system. 
it is commonly assumed that most 
Chinese banks are deep in trouble, 
if not insolvent. This ensures that 
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_ its problems, is far superior in 


leis IDEAS 


by Niranjan Rajadhyaksha | 


savings in that country are ient to 
the wrong sort of enterprises. 
Nearly half of the bank loans in 
China are said to be bad. 

India's financial system, despite 


comparison. Or, to use economist 
lingo, its financial intermediation is 
far more efficient. 

China’s ailing banks have just 
come back from the doctor with 
some expensive treatment. The 
government has decided to pump 
in a huge $45 billion into two of the 
country’s biggest banks. Another 
$40 billion is expected to be given 
to four other sick banks. That's big 
money, Let's see how this changes 
the India versus China game. 


HE money market is once more 

buzzing with rumours that 
Reliance Industries (RIL) will be 
raising $750 million from the global 
markets soon, possibly through a 
bond issue. RIL had said earlier that 
it had plans for an international 
bond float, but was not sure of the 
timing. W this bond issue does go 
through, watch out for two things. 
One, how many other indian firms 
follow RIL to the global money 
mart. Two, the impact of these 
bilions on domestic interest rates. 


AS 


OMETHING else on dollar 

inflows into india. 
EmergingPortfalio.com, a US | 
company that tracks fund flows into ` 
emerging markets, says thatthe 
first week of 2004 saw $351 
million of fresh commitments to 
emerging market equities. Around 
36% of this was sucked in by two 
dedicated india funds — HSBC's 
GIF indian Equity Fund and Pictet 
Funds’ Indian Equity Fund. 

That’s some indication about 
which way the wind willbe blowing 
in 2004 if things continue along the ` 
current path. a 
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VENTURE CAPITAL 


The Brunei connection 


Brunei’s first venture capital fund is betting big on India 


OR years, Brunei was associ- 

ated with the residence of 

one of the richest men on 

the planet, the Sultan 

of Brunei, but the 
South-East Asian nation now 
wants to be perceived in a dif- 
ferent light. 

Brunei wants to go the Sin- 
gapore way. It wants to use its 
cash reserves to invest in 
emerging economies to help it 
the day its oil reserves run out. 
Brunei's private investment arm, 
the Brunei Investments (BI) Group, 
manages $20 billion raised from 
wealthy royal families across all of Asia. 
The BI Group has now established its 
presence in India. It recently set up a 
venture capital arm — BI Venture Capi- 
tal Group — with a corpus of $125 mil- 
lion that will look at investing in India 
and the Asia-Pacific, especially Taiwan 
and Korea. 


Group will be the second-largest early- 
stage fund in India. “I see great invest- 


ment opportunities in India, especially | 


in technology products and healthcare 
services, but there is no point in locking 
myself in. That way you end up making 


the wrong sort of investments. A | 


broader geographical focus gives you 
flexibility,” says Ram Shanmugam, fund 
manager, BI Venture Capital Group. 


Shanmugam has worked asa princi- | 


pal with Greylock Venture Partners, 
which has invested in companies such 


as Red Hat, Avid, Legato, Tellabs and | 
Manugistics. He also looked after prod- | 


uct management at Global Crossing 
and Sprint. “As I see it, I have done sales, 
marketing, product management and 
venture investing, and these assign- 
ments will stand me in good stead when 
I make investments from this fund,” 
he says. 

This move also underlines the 
changes that Brunei has made to its in- 


vestment group. Four years ago, BIA | 


| (the erstwhile name 
At $125 million, BI Venture Capital | 


















Brunei ventures 
into India 


Ram Shanmugam: 
Technology and 
healthcare products 
interest this fund 
manager from Brunei 


of BI) was in a sad 
shape. There were al- 
legations that Prince 
Jefri, the brother of 
the Sultan of Brunei, 
had misused the funds. A KPMG audit 


B.K. RAMESH 


_ had revealed that BIA had been giving 


money to Harrods owner Mohammed 


Al Fayed. BIA was also understood to | 


have bankrolled Prince Jefri’s business 


| venture Amdeo, which went kaput. 


“We had the investors in the fund | 


managing the fund as well. There was a 
conflict of interest. So people were inter- 
ested in doing their own thing,” says 
Shanmugam. That structure has now 
been dismantled. Now there are in- 
vestors, the Sultan of Brunei and other 
royal families from Asia, and there are 
professional fund managers. There is 
now a new operating team. “We also 


have a charter to go raise money from 


anywhere in the world,” he says. 
Shanmugam’s foray into venture 

capital is the first for Brunei. “Till now, 

the BI Group never made any direct in- 
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vestment. We only invested in the fund 
of funds. The venture arm, in contrast, 
has the freedom to make direct invest- 
ments,” he says. 

Shanmugam first tried to put money 
into existing venture capital funds. “But 
they had already raised their funds and 
didn’t need the money. And the people 
who were raising money, well, I didn't 
want to put money there,” he says. 

The newly raised fund will look at 
investments in the 
product space. It will 
stay away from roll- 
ups, private equity, 
and late stage invest- 
ments. This makes it 
only the second fund 
in India, apart from a 
CDC small fund, to 
back early stage 
companies. 

The fund man- 
ager is also keen to 
try out the classic 
venture investing 
style. “I would like to 
come with concepts 
that will win in the 
marketplace and then pull out people 
from established companies who can 
execute this plan, put together a team 
and create a company as a spin-in,” 
he says. 

What is a spin-in? A spin-in is where 
established companies fund start-ups 
to test out concepts and technologies. 
Since the experiment happens outside 
the company, the costs are lower and 
the efforts are focussed because the 
team does just that. 

“If the concept is successful, the es- 
tablished company already has an op- 
tion structured in through which it can 
acquire the company,” says Shan- 
mugam. Nobody has tried this in India. 
If he pulls it off, Shanmugam would 
have opened the technology entrepre- 
neurship chapter in India. 

SHISHIR PRASAD 
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depend on us for their solutions. 


Or the fact that the broadband technology we provide has 
become Japan's largest broadband service provider in just 13 mont 
Lucky? You decide. 


ireless + Wireline * Broadband 





INTERVIEW/PRADIP BAIJAL 


‘Pricing is our job’ 


IN the wake of the Conditional Access 
System (CAS) mess, the Ministry of Infor- 
mation and Broadcasting announced 


that the Telecom Regulatory Authority of 


India (Trai) would also regulate cable 
and broadcasting services. BW's Vanita 
Kohli-Khandekar spoke to its 
surprisingly liberal sounding 
chairman Pradip Baijal on: 


m How binding Trai’s decisions 
would be as an ‘interim’ regulator 
Neither the law, nor the notifica- 
tion speak of an interim regula- 
tor. Of course, the government 
can change it. Trai’s powers are 
the same vis-a-vis telecom, cable 
and broadcasting. Voice is trans- 
mitted like data and pictures are. 
So the regulation has to be 
the same. 


a The need for a permanent solution 
and lobbying by telecom operators 

There is a need for unification of tele- 
com, Internet and broadcasting. In 
most other countries there is a common 
regulator. Sure, there is lobbying, but a 
regulator's job is to create a surrogate 
market and then withdraw. 


= The options before Trai 

The question troubling everyone right 
nowis CAS. Our consultative paper is on 
our website. We have invited comments 
and feedback for 15 days before taking 
a decision. 


ce The parallels between telecom and 
cable, if any 

[ realise the issues are far more complex. 
Cable operators have done a great job so 
far, but the industry has developed 
without any regulation. Perhaps, India 


and Taiwan are the only countries 
where: cable has had unregulated 
growth. Now, because of the differences 
between operators, MSOs and broad- 
casters, regulation has come in. 


ss Scrapping or deferring CAS 

The 26 December High Court directive 
has asked the government to give 
CAS three months and also to appoint a 
regulator. 


=: Whether pricing, content or ad time 






should be decided by a regulator 

Pricing is our job, at least till the market 
matures. Once it does and there is com- 
petition, we withdraw, like in telecom. 
And pricing has a relationship with 
advertising. 

Content is not in our jurisdiction. 
Under Section 11 of the Trai Act on pol- 
icy decisions, like licensing, we can give 
recommendations to the I&B ministry. 
However, on tariff, interconnect, and 
other such areas, we will take the final 
decision. GA 





DILEEP PRAKASH 
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"C aught off guard 


S usual, Indian broadcasters can't seem to get their act together. Free and 

pay, foreign and Indian broadcasters couldn't see eye-to-eye on what to 
suggest to the Trai. So, after making several alterations to a paper floated by 
the Indian Broadcasting Federation (IBF) members it has been junked. Now IBF 
chairman Doordarshan’s K.S. Sarma and some others will meet Baijal some- 
time this week to present their point of view. Sample a couple of funny sugges- 
tions. Like the one on maintaining status quo but getting operators to declare 
more so that prices can fall. Another has to do with a CAS roll out simultane- 
ously in all cities and towns with populations of over 1 lakh, clearly a move that 
free-to-air channels would like, given the large-scale ratings and advertising 
shift it would mean (temporarily) to free channels. While MSOs seem happy, 
small cable operators are struck dumb by the Trai statement indicating its in- 
tent to control pricing. Watch this space for what they will do next. al 


LIC's Assets have crossed 
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LABOUR 


Employm 


ent: 


Myth and reality 


OSSIBLY the most controver- 
sial reforms measure dis- 
cussed over the past 10 years 
has been that of labour mar- 
kets. Those who are pro-reforms argue 
that current labour laws prevent com- 
panies from shedding workers when 
they need to and protect workers on the 
inside (privileged unionised ones) as 


compared to those on the outside. | 


Those against it argue that labour law 
reform will lead to massive unemploy- 
ment and the creation of low quality 
jobs. Successive governments have 
been reluctant to make changes given 
the political sensitivities involved. 
Meanwhile, reality has moved on. A 
newly released book, Liberalisation 
and Labour, by four academics —Alakh 
Sharma, Anup Karan, 
Sandip Sarkar and Lalit 
Deshpande — looks at ac- 
tual labour flexibility across 
a sample of over 1,300 | =: 
firms in nine industries 
between 1991 and 1998. 
Contrary to the general 
impression that employ- 
ment in manufacturing 
declined after liberali- 
sation, the authors find 
that it increased at a 
compound rate of 
2.84% per annum 
across firms in their sample. 














Small firms (those employing between 
200 and 499 workers) hired workers at a 
faster rate than large firms (those with 
more than 1,000 workers), even though 
they faced similar restrictions on re- 
trenchment and closure. 

The important finding is that most 
of the employment growth was due to 
an increase in the share of non-perma- 
nent employees. The share of perma- 
nent workers for all firms in the sample 
fell from 59% to 46% between 1991 and 
1998. The share of firms using flexible 
labour increased from 24% to 35%. 

The other findings? The presence of 
aunion in a firm is a deterrent to hiring 
more workers. Other things being 
equal, firms with unions paid unskilled 
and skilled workers about 17% more 
than those without unions. 

The authors say that 

even if firms are al- 
lowed to fire at will, the 
employment of non - 
permanent workers is 
likely to increase. They 
say that the insecurity of 
employment and in- 
come caused by a total 
deregulation of labour 
laws would be ‘mindbog- 
gling’. They are, instead, in 
favour of only partial relax- 
ations in labour laws. 4 
AVINASH CELESTINE 


Splitting to 
survive 


HE British Par- 
liament has 
okayed the 


move to split CDC 
Capital Partners into 





a fund — still called = 
CDC—andanin- £| 
vestment manage- 2 ü 
ment company = 


called Actis. The UK 

government will own the fund, 
which has a corpus of $2.5 billion. 
But it will own just 40% of Actis. 
The rest will be with the employ- 
ees, essentially fund managers 
like Donald Peck. In a way, the 
management has bought out the 
UK government. The primary aim 
is to separate the investors and 
the fund managers to avoid any 
conflict of interest. 

Till 2009, CDC will have to use 
Actis exclusively for investment 
advice and management. After 
2009, CDC can give its money — 
largely belonging to British pen- 
sioners — to any other private 
equity company to manage. The 
move allows Actis to raise its own 
funds. So it’s in the process of 
raising a $250-million India 
fund. All existing CDC investments 
in India will now become Actis 
investments. a 
SHISHIR PRASAD 
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QUALCOMM 


What's BREWing 


EARLY all of India’s 6 million 
Code Division Multiple Ac- 
cess (CDMA) phone users 
have a chip manufactured 
by the CDMA technology pioneer Qual- 
comm Inc. in their handsets. But that 
hasn't satiated the San Diego-based 
company’s hunger for growth in India. 
Qualcomm is now expanding its 
presence in India by riding on both 
hardware and software. As a first step it 
is likely to open a 100-person software 
development centre by end-2004. It will 
also launch the first mobile phone to 





Internet on rails «7 *%@ 


LL northbound 

hatabdi Express- 
es are now Networked. 
Passengers can check 
their mail or surf as 
they travel. The initia- 
tive comes courtesy In- 
tel, which has joined 
hands with the Indian 
Railways. But this facil- 
ity will be available only 
till 28 January as this 
is a trial run. a 








DILEEP PRAKASH 


Irwin Jacobs: looking for small 
companies to develop applications 


work on both CDMA and GSM plat- 
forms in China and Europe soon. 

But the most important change is 
developing additional applications to 
support developers on BREW (Binary 
Runtime Environment for Wireless). 
Qualcomm chairman and CEO Irwin 
Mark Jacobs expects Reliance and Tata 
Indicom to push BREW. So far, neither 
company has supported it. But the new 
handsets would support the software. 

Globally, big players like Bandai, 
Mattel Corp., Walt Disney and Sega are 
big-time developers for BREW. Qual- 
comm typically invests in the developer. 
Once the software is developed, it helps 
the company market it across CDMA 
service providers globally. It also helps 
the developers to get payments from the 
operators. In India, Jacobs is looking at 
small companies to develop such appli- 
cations. “The areas with great potential 
in India are education and medicine; a 
lot of applications can be developed 
there.” It is currently talking to a few 
small companies on various applica- 
tions that can be introduced. Now, it’s 
time for the small guys to brew a cam- 
paign for a share of the global mobile 
applications market. id 

ANUP JAYARAM 
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INVENSYS 


In niche 
mode 


ITH cost savings of 35- 
50% and availability of 
abundant talent pool, 
the India development centres of 
several MNCs are ramping up. In- 
tel, IBM, Microsoft and ST Micro- 
electronics are among 100 odd 
companies that together employ 
about 35,000 professionals in In- 
dia. Now, Invensys, the $4.5-bil- 
lion production technology solu- 
tions major is expanding its 
Hyderabad centre. From just 25 
people in April 2002, it is already 
100-people strong. The company 





` has invested $7 million in it. The 


UK-based firm is investing another 
$3.5 million in a 45,000 sq. ft 
centre and will take its staff 
strength to 500 in 18 months. 
Says Aniruddha Dasu, general 
manager (operations), Invensys’ 
India centre: “We came to India as 
part of the ERP player BaaN. Now 
we are on our own as the parent 
firm sold off BaaN in May 2003. 
The unique thing about the India 
centre is that all divisions of Inven- 
sys will be represented here.” 
Currently, three divisions — 
Foxboro, SimSci Esscor and Won- 
derware are present in India. Solu- 
tions for Triconex and Avintis will 
be added this year. The units de- 
velop industrial process solutions 
software and systems with com- 
petencies in process modelling, 
optimisation and quality testing. 
Customers in India include 
Indo Rama and Reliance which 
have bought distributed control 
systems (those systems that help 
control the plant), and the Tata 
Group, to which Invensys has sold 
solutions for batch manufacturing. 
Invensys competes with ABB, 
Siemens, Ericsson and Honeywell 
in production technology solu- 
tions. Here’s another MNC cash- 
ing in on India delivery capability. 
SHELLEY SINGH 
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WEALTH CREATION 


The holy trinity 


Pharma, IT and banking emerge as the new wealth creators 


AAMDEO Agrawal, joint managing director, 
Motilal Oswal Securities, has been reading only 
Benjamin Graham for the last six weeks. He does- 
n't want any other book to affect his thinking be- 
fore he gives away the 8th Motilal Oswal Wealth 


Creation Awards some time soon. “I have followed what Gra- | 
ham says to design the (wealth creation) study, that is, I have | 


used the value-price gap, purchase price and the margin of 
safety,” says Agrawal. 


The biggest value creators 


Every year Agrawal uses a theme. This year it is the acquisi- 
tion of multi-baggers — stocks that show a very high increase 
in price in a relatively short period of time. Agrawal has slotted 
the multi-baggers in two categories: transitory and enduring. 
“Transitory multi-baggers are those which appreciate mani- 
fold but then collapse by as much as 100% once the correction 
takes place. Enduring multi-baggers remain so even after the 
correction,” says Agrawal. A multi-bagger is like the Bordeaux 
1970, you need a special year to get one. In this case, it is the 


Top 10 enduring multi-baggers 





Rank 


Company 





Wealth created (Rs cr) 


Appreciation (x times) 











is important 


BW spoke to Raamdeo Agrawal to un- 
derstand the key findings of the survey. 


m What is the methodology and the 
aim of the wealth creation survey? 

The purpose of the study is to under- 
stand the characteristics of the compa- 
nies that have created wealth on the 
stockmarkets. Now why should one try 
and study the past because in the mar- 
kets you always look at the future? Just 
because there is a cut-off date it doesn't 
become the past. The near future will 
not be very different from the recent 
past. The type of companies that create 
wealth in one country may not do so in 









Net wealth created (Rs cr) 








another. Take IT out- 
sourcing for instance. 
It created wealth 10 
years ago but today it 
is in doldrums. Auto- 
mobiles are a great business in India 
but not in the US. Retail is a sunrise 
sector in India but it has reached matu- 
rity in the US. The point is that Wal- 
Mart will struggle to make market re- 
turns but, in India, successful retailers 
will make three times the market re- 
turns. Every country has a different 
evolution path, different demograph- 
ics, different income levels, different 
culture. Hence the study. 
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INTERVIEW/RAAMDEO AGRAWAL m How should a 
š reader interpret the 
Underlying val =: 
n CT ymg Vv ue The results help you 
understand the types 
of companies and in- 


dustries that have 
created wealth. They 
help one understand 
the price-value gap 
and exploit it. Wealth 
creation is the differ- 
ence between the the 
market capitalisation of a company in 
2004 and market capitalisation in 2001. 
Ifit takes money during that period, we 
deduct it from wealth creation. For ex- 
ample, if a company’s starting market 
capitalisation is Rs 200 crore and to- 
day’s market capitalisation is Rs 1,000 
crore, the wealth created is Rs 800 
crore. If in this period the company 
picks up Rs 300 crore through rights is- 
sues, etc., the net wealth created is 


HEMANT MISHRA 


x 
EA 
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The fastest value creators (1998-2003) 


Adjusted market 
capitalisation CAGR 
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Appreciation 
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time when the environment is conducive. The last two years 
have certainly been so (See ‘Conducive Environment For 
Multi-baggers’). 

This year’s study also heralds the new holy trinity at the top 
of the wealth creation heap: infotech, pharmaceuticals and 
banking. Banking has knocked out FMCG, which was part of 
the trinity last year. Agrawal believes that next year could well 
see the entry of commodities in the list. Agrawal is most em- 
phatic when he says that the quest should be to look for en- 





Conducive environment for ma -baggers 
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during multi-baggers (See ‘Top 10 Enduring Multi-baggers’) 
and avoid the chimera of transitory multi-baggers. “These are 
easier to spot, and they attract a lot of media attention, but 
they always give nasty end results. Although there is much 
hype around such companies, their financials do not support 
their value or worth at the peak,” says Agrawal. The companies 
in this list are: Himachal Futuristics, NIIT, Pentamedia Graph- 
ics, Silverline, Pentasoft, Trigyn, Morepen and Vikas WSP H 
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PETROLEUM & NATURAL GAS 


On shaky ground 


How safe are ONGC Videsh’s oil reserves overseas? 


T was the biggest investment 
ever made by an Indian company 
abroad. ONGC Videsh (OVL) 
committed $1.7 billion for a 20% 
stake in the Sakhalin-I oil and gas 




























w = =: fields in eastern Russia in March 2001. A 
im quick comparison: this is five times the 
— > = moneythe Tatas spent on acquiring Tet- 
= ley, till then the biggest acquisition by 

x Z any Indian company. 


Butwhen OVLinformed the govern- 
ment recently that its biggest project 
will overshoot costs by $800 million 
(45% of the original estimate), all hell 
broke loose. Meanwhile, an empowered 
committee of secretaries (ECS) asked 
OVL to look into the reasons behind the 
cost overrun in Sakhalin-I before releas- 
ing any more funds to the project. Till 
now, OVL has invested $921.31 million 
in it. So the company has hired JP Mor- 
gan Chase to enquire into the cost esca- 
lation. What is interesting is that it was 
JP Morgan that was the adviser to OVL 
on the Sakhalin project investment in 
the first place. 

So why did the costs go up? OVL 
reasons that the costs shot up after 
the estimates of reserves in the well 


s investments x were upped 25%. Also, some addi- 
-~ tional infrastructure costs, which 
Location o had not been anticipated earlier, 
Ghadames basin, Despite Gaddafi’s overtures, sanctions have AA ed up. Lastly, the cost esu- 
Libya | ($30 mn) | not been lifted. Was part of Bush’s Axis of Evil mates by = eerie S, „n 
l were somewhat low, also increased. 
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| desert, Iraq not send troops to fight the Iraq War? 
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coast, Myanmar the crackdown on the ULFA hideouts will help 


Is this too big a price to pay for a 
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Sakhalin-I, Russia No political issues, but costs have risen sharply 
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' itable oil properties available today? 
i The Sakhalin project has esti- 
` mated reserves of 1.15 billion 
_ tonnes of in-place oil and 20 trillion 
_ cubic feet of gas. The other investors 
_ in the project are Exxon Neftegas (a 
_ subsidiary of ExxonMobil), which 
holds 30%, and Japanese invest- 
' ment company Sodeco (30%). Two 
Russian companies, Sakhalin- 















“Investment amount not known as discussions still underway 
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Great Moments at Work. 
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morneftegas (11.5%) and RN Astra, a | goinginseriously to brokera peace deal. 


subsidiary of Russian national oil com- | 


pany Rosneft, own the remaining 8.5%. 


The project entails a total investment of | 


$12 billion. So, with a 20% share, OVL's 
total investment will be in the region of 
$2.4 billion. Says Atul Chandra, manag- 
ing director, OVL: “Our costs have gone 


up, but as of now it is still not clear how | 


much it has increased.” 

Chandra points out that is not a real 
concern because OVL has invested in a 
production sharing contract. “The in- 
vestments that we have made will be re- 
covered once production starts,” he 
says. Which means that OVL will end up 
getting more equity oil. Oil industry offi- 
cials also say that it is not surprising for 
costs to go up in such megaprojects. The 
initial cash flows will be pumped back 
into the project. 

Nevertheless, the Sakhalin is- 
sue has raised concerns not only 
about our Russian investment, but 
also about India’s investments in 
other oil fields around the world — 
nearly $2.85 billion in 10 projects 
since 1994. Are those investments 
safe? More so since most of these 
are in politically unstable or 
volatile locations? OVL has invest- 
ments in Libya, Sudan, Syria, Iraq, 
Iran, Myanmar, Vietnam and Rus- 
sia. Of these, Libya, Iran and Syria 
are part of what US president 
George Bush calls the Axis of Evil. 
Sudan is just getting out of a two- 
decade-old civil war. Myanmar 
has been closed to the world ever 
since Aung San Suu Kyi was put under 

arrest. Barring Sakhalin, most of the 
` other projects are in areas that have 
been ignored by the global majors. 

Chandra says that the decision to 
commit to these projects were taken on 
the basis of a lot of study, and informa- 
tion from diverse sources. In some 
cases, the decision had to be taken at 
break-neck speed to beat the competi- 
tion. OVL invested in Sudan way back in 
March 2001 after a peace deal had been 
brokered after 20 years of civil war be- 
tween the Muslim government of the 
North and the largely Christian Su- 
danese Peoples Liberation Army (SPLA) 
of the South. It had been Africa's bloodi- 
est and longest-running war. OVL went 


ahead and signed up with Sudan when | 








Interestingly, Chandra is not in the 
least worried about the Sudan project. 
He points out that the other investor in 
the field is China National Petroleum 
(the state-owned oil company), which 
has a 40% stake in the Greater Nile pro- 
ject. And it is reported that over the 
years, China has invested close to $20 
billion in Sudan. But what is, perhaps, 
most important here is the Bilateral In- 
vestment Protection Agreement (Bipa) 
India has signed with Sudan during 
President A.PJ. Abdul Kalam’s visit to 
that country in October 2003. 

Sudan is critical to Indias oil security 
plans. The 25% stake in the Greater Nile 
project provides India 3 million tonnes 
of oil annually. Chandra points out that 
by March 2004, OVL would have already 
recovered 40% of its investment in that 








OVL's Chandra is confident his oil reserves are safe 


country. The entire investment of $669 | 


million would be fully paid off by the 
end of 2005. Right now, OVL is looking 


for more. It is acquiring Austrian oil | 


company OMV’s 26.12% stake in explo- 
ration block 5A, and 24.5% stake in 
Block 5B for $115 million. These are ad- 


jacent to the Greater Nile blocks that | 





OVL already has. The other projects that | 
| vides 3 million tonnes of oil annually, 


OVL plans to get into include the expan- 
sion of the Port Sudan refinery and the 
740-km Khartoum-Port Sudan petro- 
leum product pipeline. OVL will have 


the highest equity share of 50% in both | 
| changing geo-political situation in such 


the projects. 





The other contentious country is | 
Libya, where OVL has a 49% stake in the | 


2,100-sq. km Sirte basin and the 6,600- 
sq. km Ghadames basin. With Libyan 


it became clear that the Americans were | leader Muammar Gaddafi agreeing to 
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pay $170 million compensation to the 
families of the Lockerbie victims, the 
country seems to be on the mend. It has 
been facing economic sanctions im- 
posed by the US since 1986. Though the 
US has yet to lift the sanctions, that 
could happen anytime soon. The seis- 
mic survey of both the blocks has been 
completed and the drilling of ex- 
ploratory wells will be kicked off as soon 
as the agreement is signed. 

One thing is clear. Because India is 
not yet a big player in the global oil ex- 
ploration business, it will need to invest 
in properties like these before it can lay 
its hands on the prized blocks in the 
Middle East. Neighbouring Myanmar is 
another troubled country. In fact, here, 
OVL has now been offered three more 
offshore exploration blocks. It has ze- 
roed in on Block A-2, which is adjacent 
to Block A-1, where it already has a 
20% stake along with Daewoo In- 
ternational (60%), Kogas of Korea 
(10%) and Gail (10%). 

While there were initial doubts 
regarding the investment, now 
with the Indian government con- 
vincing the Myanmar army to 
crack down on the Naga rebels, 
here, too, OVL need not have to 
worry in the long-term. 

The other three projects are 
those in Iran, Syria and Iraq. In 
Iraq, it remains to be seen whether 
the agreement that OVL entered 
into with the Saddam Hussein 
regime will be implemented now 
that the coalition forces led by the 
US and the UK have taken over the 
country. Chandra, however, is sure “the 
Iraqi agreement will happen”. As far as 
Iran is concerned, it is still at the seismic 
studies stage. OVL has just signed the 
pact with Syria. 

Right now, the two investments that 
are yielding returns for OVL are those in 
Sudan and Vietnam. While Sudan pro- 


DILEEP PRAKASH 


Vietnam earns it $60 million (Rs 270 
crore) every year. 

All said, it is a delicate balance be- 
tween what the country needs and the 


regions. India needs to work out its own 
paradigm of sustained energy diplo- 
macy. That will be critical in the years 
to come. i 

ANUP JAYARAM 
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The author is a physicist 
and writes on science, edu- 
cation, IT and environ- 
ment. He is currently on the 
planning team of the Bea- 
conhouse National Univer- 
sity in Lahore, the first pri- 
vate liberal arts university 
in Pakistan. 


A hefty 
fee is the 
key to 
obtaining 
fake 
degrees, 
even 
PhDs. 
The rest 
is just a 
formality 








Beware of the 








OU are an employer sifting 
through a pile of resumés meant 
for new job vacancies in your 
company. Having your own de- 
gree from a top management 
school in India, topped with a Masters degree 
from London School of Economics and a series 
of intensive management courses at Harvard 
and Wharton, you are keen to spot people with 


_ similar background. You are after quality! 


Luckily, this time around the number of 
candidates from high-flying institutes seems 
remarkably high, and you rub your hands in 
glee. You may finally be in the company of peo- 
ple who will understand your jokes, who will 
improve the company’s profile and, hopefully, 
prove to be jolly good managers. Beware, for 
you may be in for a shock. 

Not long ago, I was faced with a similar situ- 
ation, being on the faculty selection team at my 
university in Lahore. Two prospective appli- 
cants’ degrees proved to be fakes. One of them 
on being told about his fake degree from a vir- 
tual university in Zurich agreed to remove it 
from his resume. The other, who had a PhD 
from a similar outfit in England, claimed he had 
received his degree online. It turned out that 
the Zurich and England degrees came from the 
same ‘diploma mill’. Thanks to the Net, we did 
not get duped. (The story to these encounters is 
in my article ‘Fake degrees on sale’ at www.spi- 
der.tm/jul2003/isa.shtml. For a detailed report 
see: http://tinyurl.com/p5do.) 

Counterfeit degrees and diplomas bearing 
the names of real institutions are nothing new. 
In the past, examination department officials 
have connived to let out blank degrees and 
have made a lot of money selling them. 

A variation of this was done by a Pakistani 
academic in the early 1980s on returning from a 
British university after having failed to clear his 
Masters. (This was found out later.) He doc- 
tored a degree certificate sufficiently so as not 
to raise suspicion at the time of rejoining his 
Pakistani university as a junior faculty member. 


fake degree 





He is now the head of that very department. 

Scandals involving examinations seem en- 
demic in South Asia. The Indian Express re- 
ported on 20 July 1999 that the assistant regis- 
trar (examinations) of Nagpur University 
committed suicide on being named a suspect 
in the fake degree and marksheet scam. 

The chancellor of Nagpur University ac- 
cepted the resignation of the vice-chancellor 
and pro-vice-chancellor, both of whom were 
engulfed in the investigation following the 
scandal. As many as 14 officials, including the 
registrar and controller of examinations, were 
arrested by the police for their involvement in 
the scam. 

The racket was being perpetuated since 
1994 in collaboration with top university offi- 
cials and functionaries of the private medical 
and engineering colleges. It was a huge money- 
making scam. 

Again on 7 August 2003, The Indian Express 
reported the dismissal of about 80 primary 
school teachers in Punjab. An enquiry revealed 
that their appointments were made on the ba- 
sis on fake degrees. Some of the degrees, in this 
case the Bachelor of Education, were from non- 
existent Indian universities. 

Then there are ‘diploma mills’ that supply 
degrees in the name of unaccredited institu- 
tions of your choice. The diploma mills’ attrac- 
tion is that it tries to convince a person with 
‘practical experience in the field’ that the de- 
gree can be a substitute for merely bookish 
knowledge that conventional institutes and 
universities offer. A candidate has to just pay 
the fee and submit a statement of ‘lifetime ex- 
perience’ (a mere formality) to get a degree of 
his choice. The two candidates my university 
interviewed had acquired their degree from a 
diploma mill. Although their degrees were from 
ostensibly different virtual universities (offer- 
ing courses through the Net) and located in dif- 
ferent countries (the UK and Switzerland), the 
degrees, in fact, came from the same scam op- 
eration, headquartered in Jerusalem! 
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State-of-the art laser printers have made the 
job of the diploma mills easy. They have ac- 
quired the templates of all the major universi- 










: the university seal. 






Certificate) with excellent marks or grades. 
- Smarter bargains are available on the Net. ` 
> These outfits can provide fake letters of ref- 








`r of reference can cost around $40, with the 
erification service often thrown in free. ` 





rent and punishment, it is important that the ` 
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ties’ degree certificates — this is evidently not- 
difficult. Printing the persons name on thick 
.. paper as used by these universities is easy and ` 
` the result is very close to the original, tctuding | 


Such outfits can get you any degree (it : 
~ need not be froma university — college and 
school degrees are also available). See http:// 
www.diplomaservices.com/schoollist.htm. A 
_ degree from this outfit costs $185, but you need _ 
-topay the same amount for a transcript (marks 


- Until scam operators in the UK, Europe and 
US are closed down by stiff law enforce- ` 


| creditation is valid. Otherwise, itis worthless. 1 
erences from referees as well as verification ser- ` 
vice. If your employer wants to check the valid- ` 
- ity of your degree, the degree provider will 
confirm that your degree is ‘genuine’, Each let ` 
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_tinyurl.com/p1f0 and http:/ /www.dfes.gov.uk/ | nee 
_ recognisedukdegrees/; annex4.shtml. For infor- ape 
| mation about US institutions, it is best goto o Y 
_http://www.degreefinders.com/diplomamills. 1 
_ html. On this website, lookat the section on ac- 
` ereditation. To know if the claimed accredita- | 
_ tion (for the institute you are interested in)has  pafore 
_ merit, you must look at lists of agencies recog- ers 
_nised by the US Department of Education (gov- - an 
ernmental recognition) and/or the Council on Por 
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_ Check out your old employee 








wary student and denha carefully check the ` 
credentials of the degree-offering institution. _ 
In the UK, information is available at http:// 






` Higher Education Accreditation (educational | ve 
industry recognition). If the acre 





is recognised by either USDE or CHEA, the ac- 


Non-accredited i institutions are best avoided. 


‘Fake diplomas are nowa$500 millionayear | 


international. scam. It won't go away overnight A 


_ — so it warrants continuous vigilance. Asan 


employer checking the credential of newappli- _ 


cants, it may help to think about the skeletons ` 


you may be harbouring in your company. ` 
pes too-—-afew may ` 
have sneaked in with fake dere OE 
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Pressure is mounting on 
India to award data 


exclusivity, but drug com- 
panies say it is a move to keep Indian generics out 
of their biggest market. by Latha Jishnu 


T is happening rather far from the | 


centre of our attention. Feverish 
trade negotiations are being con- 
cluded with small, actually tiny, 
nations by the US. Guatemala, the 
Dominican Republic, Ecuador... 


Some are bilateral agreements with the _ 


US; others coalesce into regional free 
trade agreements such as the Central 
America Free Trade Agreement (Cafta). 


And it signals a new trend in the US | 


trade strategy in the wake of the failure | 


of multilateral negotiations in the World | 


Trade Organization (WTO). 

The most significant of the trade ne- 
gotiations wrapped up by the US Trade 
Representative (USTR) is Cafta, which is 
expected to pave the way for the mam- 
moth Free Trade Area of America 
(FTAA). Signed barely a month ago, it 
brings together El Salvador, Guatemala, 
Nicaragua, Honduras, and Costa Rica in 
a tight trade embrace with its huge 
North American neighbour. 

Central America is a large market for 
the US, taking in $90 billion of American 
exports a year. With the signing of Cafta, 
more than 80% of US exports of con- 
sumer and industrial products will be- 
come duty-free immediately. 


But that’s not really our concern. The | 


significant points of interest come way 


down in the agreement. The USTR says | 
that in all categories of intellectual prop- | 


i 


erty rights (IPR), American firms will be ` 


treated as well as Cafta companies, and, | 
more significantly, that the pact “makes | 


1 
l 
I 
| 


a number of important improvements | 
to IPR protections’. 

What are these ‘improvements? 
These include: 
E Extended patent terms to compen- 


_ sate for delays in granting a patent 


W Fewer grounds for revoking a patent 
W Protection for test data and trade se- 
crets submitted to a government for the 
purpose of product approval for a pe- 
riod of five years for pharmaceuticals 
and 10 years for agricultural chemicals. 
IB Protection for newly developed plant 
varieties. 

The attempt clearly is to set the stan- 
dard for global agreements by changing 
the rules of the game. It is also aimed at 
enabling the goliath US lobby, the Phar- 
maceutical Research and Manufactur- 
ers of America (PHRMA), to dominate all 
markets and delay competition from 
generics. A recent study shows the US 
has bilateral IPR agreements with 30 de- 
veloping nations, many of which con- 
tain TRIPs-plus measures. 

Cafta, by the USTR’s own admission, 
goes beyond the Chile and Singapore 
FTAs in introducing groundbreaking 
provisions. (We forgot: Morocco, Jor- 
dan, Singapore and Vietnam are also 
bound into equally tough agreements, 
while similar negotiations are under- 
way with Australia). 

Trade analysts point out that both 
the US-Singapore and the US-Chile 
FTAs violate the Kennedy-Feinstein 
amendment which directed the US 
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trade negotiators to conform to the 
| WTO's declaration on public health and 
TRIPs. The agreements limit the rights 
of these countries to use compulsory li- 
censing (allowed in TRIPs) and also take 
away their right to reject patenting of 
life forms, human cells and plant and 
animal varieties. 

Activists campaigning for more bal- 
anced trade pacts are outraged. Fabiana 
Jorge, president, MFJ International, a 
Washington-based global consultancy 
that specialises in international trade 
and the force behind the Kennedy-Fein- 
stein amendment, is particularly wor- 
ried about the tone and tenor of the new 
agreements. “They set dangerous 


: » Global generi arket 

| 2001:$27bilion 

| * India's share: $7 billion 
| © Market projections | for 2007: 
: $37 billion- o 


| $20 billion oo 


aL. Source: ‘Datamonitor U 








What the USTR and 
ARMA are doing? 


è Insisting on Data Exclusivity 
in bilateral trade agreements 

e Widening scope of patent- 
ability to allow evergreening 
of patents 

° Maintains that Data Exclusiv- 
ty is part of TRIPs agreement 


USTR: US Trade Representative 
PhRMA: Pharmaceutical Research and 
Manufacturers of America 


DINESH KRISHNAN 


Fabiana Jorge, trade consultant: The 
new trade agreements set a 
dangerous precedent and have far- 
reaching implications for TRIPs 


precedents. The kind of ambitious and 
far-reaching commitments extracted 
from these countries will be felt much 
later and when it is too late,” she warns. 

Jorge, a specialist on the US govern- 
ment, is vice-president of Stonebridge 
International, a top-rated global con- 
sultancy chaired by Samuel Berger, for- 
mer national security adviser to Bill 
Clinton. TRIPs, she maintains, has to be 
honoured. All the same, she is a strong 
advocate of a balanced approach on 
IPR requirements that allow poor na- 
tions and consumers across the globe 
access to affordable medicines. That in- 
cludes consumers in the HIV-stricken 
countries of Africa and Asia as well as 
the legion of the poor in the US. 

Jorge has advised the Chilean gov- 
ernment and has represented several 
associations from developing countries 
such as Peru and Brazil as well as Barr (a 
US generic firm) and Cipla (from India) 
at international meetings on the need 
for fairer trade laws on IPR and access to 
cheaper medicines. 

In Delhi recently to underline the 
threats to IPR and public health from 
Washington's new trade agreements, 
the Argentinian held a series of meet- 
ings with the industry and government. 
What is at stake, she emphasises, is the 
ability of companies to produce cheap 
drugs without infringing patent rights. 
The new agreements squeeze out com- 


India's response 


| ° Commerce ministry clear it is 
| nota TRIPs requirement 


° However, planning to set up 
panel to examine the issue 


e IPA says Data Exclusivity will 
keep Indian firms out of our 
biggest market 


e TRIPs seeks "protection of 
data against unfair commerc- 
ial use" only 


š * |ndian Pharmaceutical Alliance 
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DATA EXCLUSIVITY 





petition and delay the entry of generic 
medicines by several years with the US 
transforming awholerangeofpatentis- 
sues into lethal TRIPs-plus pacts — far 
beyond what is required under WTO 
rules. 


For India, a critical component of 


this package is data exclusivity, which is 
turning into a hotly contested issue 
once again. Last year, it was stated that 
data exclusivity (covered by Article 39.3 
of TRIPs) would not be considered since 
it was not a requirement under TRIPs. 
However, pharma MNCs have re- 
opened the battle on this front. Follow- 
ing a series of meetings last month with 
the various ministries involved in the is- 
sue and the prime minister's office, the 
Ministry of Commerce and Industry has 
asked Vinay Kohli, secretary to the de- 
partment of chemicals and petrochem- 
icals, to examine the issue afresh. 

Aid agency Oxfam and the Nobel 
Prize winner Medecins sans Frontieres 
(MSF), which have been waging a cam- 
paign for access to cheaper drugs, be- 
lieve that one of the hottest fights being 
waged on IPR is over data exclusivity 
because it can be used to substitute for, 
or extend patent protection. The US 
government, says Oxfam, has increased 
complaints on this issue, from 10 coun- 
tries in 1999 to 19 countries in 2002. 

What happens is that when MNC 
brands seek regulatory approval for a 
new drug they have to submit test data 
to the government about the safety, 
quality and efficacy of the drug as well as 
information on its chemical composi- 


What experts say 


* US itself does not provide 
Data Exclusivity, only 
market exclusivity 


e The only dispute on Data 


Exclusivity was resolved 
outside the WTO process 


e Article 39.3 of TRIPs requires 
protection against unfair co- 
mercial use and disclosure 


e US unfairly puts countries on 
Super 301 list for diminished 
data protection 
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Poland's case to prove his point. Al- 
though Poland allows data exclu- 


protection for data thatis already 


T James Love, sivity, it calculates the period of 
~~ consultant protection from the first date of 
~ on IPR: Be global registration of the patent, 
very clear which significantly diminishes 
about what the period of protection in 
is not Poland. The outcome: the US 
required — promptly put Poland on its Su- 
under Article per 301 priority list in 2003! 
39.3 when The points that countries 
n ee like India have to keep in mind, 
2 a says Love, are: 
š ee W Article 39.3 does not need 
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tion. Several countries keep 
this data confidential for a fixed number 
ofyears, at the end ofwhich generic pro- 
ducers can get regulatory approval 
without giving their own clinical data 
but by providing bio-equivalence data. 
All that TRIPs requires is that govern- 
ments must protect such data against 


“unfair commercial use” but does not | 


specify what this means. Nor does it pre- 
scribe any time period for protection. 

The USTR naturally has a different 
view. Points out the Washington-based 
James Love, an adviser to governments 
and public health NGOs on IPR issues: 
“The US has been piling on the pressure 
in bilateral pacts because it would not 
have won such cases in the WTO.” 

Love, who is director of Consumer 


Project on Technology which focuseson | 


IPR and healthcare, electronic com- 
merce and competition policy, cites 


will lose out 
on clinical 


It's all about 





public 
E Protection is required only for 
new chemical entities. Nations have 
considerable discretion in defining 
‘new’ and can exclude applications 
for second indications, formula- 


Dilip Shah, tions, etc. | | 

pharma E Before granting protection, 

spokesman: regulators can ask applicants 
_ To say we to prove that the data for 


which protection is sought is 
the result of significant in- 


vestment 
because of I B Article 39.3 only seeks pro- 
lack of data tection against unfair com- 
eit male. mercial use and countries are | 


allowed considerable discre- 
tion in defining ‘unfair’ use 
All these interpretations, in- 
cidentally, have been supported 
by the US and Canadian Supreme 
Court decisions. 


The Indian Pharmaceutical Alliance | 
| (IPA) is, therefore, adamant that India 


should not permit data exclusivity. Says 
Dilip Shah, secretary-general, IPA which 
groups some of the largest pharma 
firms. “As of now, we do not accept the 


majors want is to extend the market ex- 
clusivity of patented products beyond 
the regulation 20 years.” 

The 10-member organisation ac- 


counts for almost 90% of the private sec- | 


tor R&D spend in the country and is af- 
filiated to the Brussels-based Inter- 
national Generic Pharmaceutical Al- 
liance. Its contention is that if countries 


like India, Brazil, China and Korea are | 


bound by data exclusivity, their generics 
would not be able to enter the big mar- 
kets of Western Europe and the US for 
another 10 years after a patent expires. 
There is, admittedly, some dissen- 
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DATA EXCLUSIVITY 


sion in the industry. Nicholas Piramal 
India has walked out of the IPA because 
it says data exclusivity will bring in more 
pharma BPO, such as clinical trials. And 
the Organisation of Pharmaceutical 
Producers of India backs this view. In- 
troducing product patents without data 
exclusivity, it thinks, is pointless. This, 
however, reflects only the view of com- 
panies that have not entered the global 
generics market. And the logic is faulty, 
points out Shah. 

“To claim that India will lose out on 
investments in clinical research be- 
cause of lack of data exclusivity is a red- 
herring.” The rapid growth in the num- 
ber of clinical trials undertaken by 
foreign companies over the past five 
years indicates their strong interest in 
doing research here. If India has failed to 
get a larger share of this business, it is 


_ because of inadequate infrastructure, 


lack of regulatory transparency and de- 
lays in approving clinical trials.” 

His clincher: “Data of the clinical tri- 
als conducted by foreign companies in 
India is not even filed in India. This data 
is used for obtaining marketing authori- 
sation from the USFDA. So, what is it 
that is to be protected?” 

But whatever these differences, ana- 
lysts agree on one point. The fight pri- 
marily is about market — and cornering 
a larger share of it. Exports of drugs and 
pharmaceuticals to North America and 
Western Europe account for 40% of In- 
dia’s total exports of these items. These 
have shot up from Rs 985 crore in 2000- 
01 to Rs 2,023 crore in 2002-03, an aver- 
age annual growth of 45%. And there is 
much larger potential to be tapped (See 
‘What Is At Stake’). But if we accept data 


| exclusivity this could turn out to be a pie 
principle of exclusivity. All that global | 


in the sky, warns IPA. 

As the Indian pharma industry and 
the government thrash out the data co- 
nundrum, Jorge advises: “Let's not for- 
get what this issue is about ultimately; 
it’s about saving lives through cheaper 
medicines. And we want India to set the 
lead for other developing countries — 
both in negotiations and in providing 
cheaper drugs to the world.” 

Adds Love: “This is a very important 
trade issue. Don't leave it to the US and 
EU, which has even more stringent do- 
mestic regulations, to determine the 


| data protocol policy. India, we're sure 
| can pullit off.” Perhaps. kai 
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Why is Maharashtra in such a hurry to sell the 
atwo mMamparrune highways?by Supriya Kurane 
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TUL Kulkarni starts the engine 
and waits for the signal to turn 
green. It is a chilly dawn in Pa- 
shan, a Pune suburb. The light 
changes and the Maruti Zen is 
on its way. Four times every 
week, Kulkarni drives from his home in 
Pune to his chemical factory at Panvel, 
on the outskirts of Mumbai. He takes 
less than two hours, thanks to one of the 
finest stretches of road in the country — 
the six-lane Mumbai-Pune expressway. 
Before this 94 km of concrete plea- 
sure was opened to the public in May 
2000, Kulkarni visited his factory only 
once a week. He says the drive then was 
“unpleasant and highly avoidable’. One 
way alone meant five hours of careful 
manoeuvering through slow-moving 





traffic and precarious curves on the ` 


Ghats along the old national highway 
(NH4). An extra two hours could be 
added for the occasional belly-up truck. 


| 


LETE ŞS 


Kulkarni no longer uses NH4. About 
80% of the cars moving between the two 
cities have shifted to the new road. But 
most trucks and state transport buses 
still roll on the NH4 to avoid paying tolls. 
These two roads are arguably the busi- 


est highways in India, connecting 
Mumbai to Pune, Chennai, and Banga- 
lore. They cater to traffic from central 
and southern Maharashtra, Andhra 
Pradesh and Karnataka. A lot of interna- 
tional trade through Jawaharlal Nehru 
Port (JNPT) and Mumbai port also 
moves along these two roads. 

But few of the thousands who use 
them know that the expressway, which 
is, perhaps, India’s first infrastructure 
project built to global standards, is up 
for sale — along with NH4. The two will 
be handed over together to a private 
firm within the next few months. One 
company will thus maintain both high- 
ways. The reserve price is Rs 900 crore. 
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Cut to Mumbai, 5 January 2004. The 
conference hall at a city hotel is choc-a- 
bloc with investment bankers, con- 
struction magnates and members of the 
infrastructure development fraternity. 
Anil Lakhina, managing director Maha- 
rashtra State Road Development Cor- 
poration (MSRDC), is making his pitch. 
From April 2004, a private operator will 
maintain and operate both highways. 
One company will control access be- 
tween two of the country’s most impor- 
tant cities. Should we be concerned? 

The highest bidder will have to toll 
and maintain the expressway for 15 
years. And construct, operate, manage 
and toll the Mumbai-Pune stretch of 
NH4 as well. Lakhina runs the numbers 
past his audience: “Currently, 16,000 ve- 
hicles ply on the expressway, and an- 
other 9,000 on the NH4. That is one ve- 


hicle every three seconds throughout 


the day, and traffic is growing at 5% per 


=... 


5 - = 95 
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annum. If toll was being collected on 
both roads, by the time I finish this par- 
ticular slide, the total collection would 
have been Rs 5,000.” That's Rs 5,000 in 
less than a minute. MSRDC currently 
earns Rs 75 crore annually from the ex- 
pressway. By 2007 the toll from both 
roads could fetch around Rs 146 crore. 
Some analysts think that the two 
roads are a lip-smacking buy. “This is 
definitely an attractive deal. The ex- 
pressway is already constructed. It only 
has to be maintained, so the risks are 
minimal. MSRDC will take care of any 
structural work that might be needed 
over the next 15 years. The construction 
risks are limited only to the four-laning 
of NH4,” says Suneet Maheshwari, 
managing director of the core infra- 
structure division at Feedback Ventures. 
He does some quick calculations. The 
expected cost of four-laning NH4 is Rs 
250 crore. Add the reserve price of Rs 900 


Khalapur Toll Plaza: One among five on 
the Mumbai-Pune Expressway, which 
together collect Rs 5,000 in 52 seconds 


crore. So a private player needs to spend 


about Rs 1,250 crore upfront. The net | 


present value (NPV) of combined toll 
income for 15 years on both roads, says 


Maheshwari, is Rs 2,500 crore-3,500 | 


crore, depending on traffic and toll 
rates, traffic diversion from NH4 to the 
expressway during the four-laning, and 
the rates at which debt can be raised. 

If that is indeed the case, then why 
are the roads being sold? “MSRDC is just 
an incubator of road projects. We can 
borrow money at low rates because of 
state government backing and take the 
sting out of such projects. But once they 
are completed, we don't want to be bur- 
dened with their management. That 
can be done by professionals,” explains 
Lakhina. This venture capitalist spin 
seems convincing, but there might be 
more to the sale than meets the eye. 
MSRDC plans to replicate this incuba- 





free 


What is MSRDC Offering? 


Rights 


ROADWAYS 


tor model for all its projects across the 
state. The money released by the sale of 
the existing projects could be used to 
bankroll new ones. These include the 
eight-lane Bandra-Worli sealink in 
Mumbai, road development in Auran- 
gabad, Amravati and Nagpur, rail over- 
bridges in Mumbai and the four-laning 
of NH4 between Satara and Kagal. Al- 
most all these projects are with a build- 
operate-transfer (BOT) structure for a 
concession of 30 years. The total cost of 
the new projects: around Rs 2,200 crore. 

MSRDC'’s critics say it now wants to 
squirm out of the ‘operate’ part of its job 
because of a suffocating cash-crunch. 
“This incubator model is a result of cir- 
cumstances. MSRDC has had to change 
its tack to make money. The securitisa- 
tion of the expressway and develop- 
ment of NH4 is the only way out,” says 
Nitin Gadkari, former Maharashtra 
PWD minister in the BJP-Shiv Sena gov- 
ernment and the architect of the ex- 
pressway project. He says the express- 


Ü Toll collection on Expressway and NH4 for a period of 15 years 


Responsibilities 


0 Develop NH4 at an estimated cost of Rs 250 crore 

Improve Expressway at an estimated cost of Rs 21 crore 

0 Operate and maintain Expressway and NH4 

0 Structural repairs on Expressway will be MSRDC's responsibilities 


What MSRDC is not offering? 


0 Advertising concessions on the Expressway and NH4 
Ü Land use and development along the Expressway 


Who Benefits? 


NHAI: Gets the NH4 upgraded and four-laned without spending a dime 
MSRDC: Gets upfront payment of Rs 1,200 crore that can be used to 
pay back a part of its Rs 3,200-crore debt (for Expressway and flyovers) 
PRIVATE BIDDER: Brownfield, low-risk project. Construction risk only 
limited to four-laning of NH4, after which money will start flowing in 


ROAD USERS: Get four-lane NH4 that will reduce travel time between 
— umbel: Pune, have choice of two efficient roads 
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“MSRDC is 
just an 
incubator of 
projects” 
ANIL LAKHINA, 


MD, MSRDC 





way is now in financial trouble because 
his initial plan for the road project was 
changed by the Congress-NCP govern- 
ment. The Rs 1,630-crore expressway 
was planned with a 60:40 debt equity ra- 
tio. But when the Congress-NCP com- 
bine came to power in 1998, it changed 
the rules, and the government's equity 
contribution was held back. The project 
was funded by debt alone. With a state 
government guarantee, MSRDC raised 
Rs 2,420 crore on an equity base of Rs 5 
crore. This is insane leverage, and a clear 
invitation to insolvency. 
What's more, at 11-13%, it 
was expensive. As on 31 
March 2003, MSRDC had 
debts totalling Rs 3,200 crore 
and annual interest liabilities 








abandoned. The land ac- 
quired for the IT park was 
actually returned. Other 
non-toll revenue options 


pumps, motels — too, were 
not pursued. MSRDC was 


just from tolls. “After we se- 
curitise the expressway, we 
will focus on developing the 
area along it,” says Lakhina. 

There is a lot to look for- 
ward to. A special econo- 
mic zone (SEZ) is coming up at Nhava 
Sheva, across the harbour from Mum- 
bai. There is the proposed 25-km trans- 


for MSRDC. Both were | 


— advertising rights, petrol | 


ROADWAYS 


Most bidders don’t seem to care for 
the development rights. But the reserve 
price appears steep to some. “Consider- 
ing traffic projections, cash flows and 
expenses, Rs 900 crore is an inflated 
price,” says K. Ramchand, CEO, Consol- 


| idated Toll Network, an IL&FS subsi- 


stuck with money raised | 


harbour link between Mumbai and the | 


SEZs planned around Navi Mumbai. 
And there will be greater urbanisation 
along the corridor. But real estate devel- 


opers aren't interested yet. “There is just | 


no way we can develop real estate along 


the expressway until basic amenities | 


like water and power are taken care of,” 
says Surendra Hiranandani, managing 
director of Hiranandani Constructions. 





Something fishy? 


diary. But Lakhina isn’t budging and is 

confident of getting around Rs 1,200 

crore. Whatever happens, there is dis- 

content in the infrastructure projects 
business with the way the bidding is be- 
ing done. “For a deal of this size, it is be- 
ing completed in such a hurry — almost 
like a distress sale,” says Feedback’s Ma- 
heshwari. MSRDC probably wants to 
avoid getting tangled in the pressures 
that will come with the next elections. 
There have been occasional reports 

on this sale. Two years ago, journalist 
Sucheta Dalal wrote: “We are told that 
the expressway is up for sale, that low 
traffic density is making it unviable... is 
this part of a carefully planned and sin- 
ister disinformation campaign to pro- 
ject the expressway as unviable and to 
sell it at a loss to favoured bidders? 

The negative reports are of two 
types: those that talk of unvi- 
ability and are aimed at al- 
arming the lenders..., and 
those about the safety and 
customer dissatisfaction as- 


of Rs 350 crore. The numbers 


just don't add up. 
Lakhina is calm: 
“MSRDC’s debts dont scare 


me. Banks are lining up to 
lend us more. My problem is 
not the long-term viability of 
the project, but its liquidity. 
We are doing this to ease our 
liquidity crunch. On the basis 
of this deal, we'll pay back our 
debts,” he says. 

Besides the financing 
structure, changes were also 
made elsewhere. The original 
plan was to develop town- 
ships at both ends of the ex- 
pressway so that MSRDC 
could capture the higher real- 
estate values created by its 
project. A township at Chowk 
(near Panvel) was expected to 
rake in Rs 350 crore. An in- 
fotech park outside Pune was 
also meant to make money 


EVEN companies including the likes of L&T, Punj- 
G: IL& FS, and a Malaysian road develop- 

ment firm, have picked up the bid document for 
the two roads. But many are unhappy with the way the 
offer has been structured and feel that it shows a bias 
towards Ideal Road Builders (IRB), the current toll oper- 
ator of the expressway, which has shown interest in the 
project. IRB currently mans five toll plazas for MSRDC 
and has a contract till 2006. If a private player comes 
in, this contract stands to be terminated. 

“It’s incredible that for a concession in which the 

government expects an upfront payment of over 
Rs 1,000 crore and which requires the bidder to put in 
another Rs 250 crore for road upgradation, the pre- 
qualification criteria is a mere Rs 40 crore of net worth. 
If you take all the pre-qualification criteria into ac- 
count, only two firms qualify — L&T and IRB,” says an 
infrastructure advisor. IRB is quick to refute the allega- 
tions of favouritism. “We are definitely interested in 
bidding for the project, but it will be difficult to raise the 
kind of money they are expecting. Banks are uncom- 
fortable giving out loans for 15 years, so it all depends 
on whether we are able to raise funds or not. Besides, 
Rs 900 crore is too much to pay upfront for that pro- 
ject,” says IRB director Jayant Mhaiskar. 
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pect which seem geared to 
drive traffic away from the 
expressway.” 

Nobody objects to 
MSRDC selling the roads to a 
private party, provided that 
safety and maintenance is- 
sues are tackled and the pri- 
vate operator doesn't use his 
monopoly advantage to start 
tolling arbitrarily. “We aren'ta 
road authority. We are an 
infrastructure development 
firm, so we'll only be looking 
at the actions of the private 
players and not regulating 
them,” says Lakhina. A ceil- 
ing for the tolls levied on 
NH4 will be set, and the pri- 
vate operator has to operate 
within this limit. 

MSRDC officials assure 
that the fear of monopoly 
control over traffic between 
two of Indias premier cities is 
not warranted. w 
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The 
differ- 
ence 
between 
Changi 
Airport 
and any 
Indian 
airport is 
just this: 
vision 





by subroto bagchi 





Aerotropolis, not 
just an airport 


INGAPORE’S Changi Airport is 
called an Aerotropolis. The word 
means, an ‘airport city’. How can an 
airport be called a city? And what is a 
city? When does a collection of peo- 
ple over a geographically identifiable place be- 
come qualified to be called a city? A city is more 
than just a collection of people. It has a com- 





| plete life support system. As against a town or a 








village, apart from a mass of people, the life 


| support system is more complete and accessi- 


ble. While planning for Changi Airport, the de- 
signers had the completeness of a city in mind. 
They imagined that unlike a city in which you 


| live a lifetime or part of it, Changi would be a 


city in every aspect, for the few hours of your life 
that you spend in it. You can take a shower, rest 
in a hotel room, visit a gym, browse the Inter- 
net, have Indian, Chinese or Continental food, 


choose to lounge in a coffee shop, play a video ` 


game, go toa prayer room, take your children to 
ascience museum, buy hi-fi equipment, watch 


| television, see a doctor, buy books, flowers or 


orchid plants that you may want to carry back. 
Talking about shopping in Singapore, at one 
time, I saw signs that asked passengers to buy 
in a worry-free manner. If you were not happy 
with something you bought, they promised to 
refund the money within 30 days. Hold your 
breath for this one though — the signs also said 
they would pay you for the cost of sending the 
merchandise back. Similarly, when Singapore 
city fathers got feedback that shopkeepers were 
not seen as friendly, all the shopkeepers at 
Changi Airport were trained in polite conversa- 
tion and friendliness. The thought process was 
to make Changi a desired city in every sense of 
the word. All these made Changi a preferred 
hub for the international traveller. And that's 
why airlines make sure that they fly through 


| Changi. As a result, Changi makes money from 


providing berthing capacity, refuelling and en- 

gineering services to visiting airliners. 
Bangalore airport, or for that matter any In- 

dian airport, does not qualify to be called an 





‘Aerotropolis’. It is because they do not want to 
be in the life-support business for travellers. 
They see their business as pulling people out of 
airlines seats and matching them with suit- 
cases. In reverse sequence, they separate de- 
parting passengers from their luggage and pack 
them into waiting airliners. This is called ‘bum 
handling’. Doing it efficiently is critical, but that 
does not win you world-class status. 

The difference between the two is: vision. I 
have been observing Changi for 20 years now. It 
started as a great vision. It built on that vision 
year after year. It is a great example of fulfilling 
unstated needs of customers, whereas Indian 
airports fulfil only stated needs. 

Stated needs are rational needs. Unstated 
needs are emotional in content. Only when we 
scale from the former to the latter do we 
achieve excellence. It is only in the last few 
decades that we are beginning to understand 
the realm of human emotions and factoring 
that into the goods or services we create. Mod- 
ern management grew as an extension of mod- 
ern science in the last century. That science saw 
the world in terms of cause-effect relationships. 
Only in the last few decades has science begun 
to understand how we think. The role of the 
emotive mind is beginning to get explored. 

The sceptics will jump in and say: Singapore 
is a rich country, why compare India with it? It is 
a sobering fact that Singapore got indepen- 
dence in 1957. It was a poor nation, smaller in 
size than any Indian state and had no natural 
resources. Even today, it has to buy water for 
everyday use from across the border in 
Malaysia. When Singapore had less than 5 mil- 
lion people — most too poor to travel — they 
had decided that they must create a world-class 
airline. That was the beginning of Singapore 
Airlines. That world-class airline needed a 
world-class airport. The resolve paid off. 

As the Kathopanishad says: “You are what 
your deep driving desire is. As is your desire, so 
is your will. As is your will, so is your act. As is 
your act, so is your destiny.” Bi 
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maceutical company executive has changed jobs 
thrice in the past 10 years. His provident fund (PF) 
savings should have followed him as he moved 
from company to company, a bit like the dog in the 
Hutch advertisement. They didn't. Nair realised 
this only a few months ago, when he tried to take a 
housing loan from his PF account. The local PF office told him 
his account had insufficient funds. After a lot of running 
around, he realised that his PF balance from a job he had quit 
five years ago had still not been transferred to his new ac- 
count. Now he knows that the money is somewhere in the 
labyrinth, but can't figure out where. 

Nair is just one of 27 million Indians who have a portion of 
their salaries deducted from their monthly pay and deposited 
compulsorily as PF contribution. The money is to be used to 
finance old age and other social needs like housing and chil- 











dren's education. It is all that many of us have for social secu- | 


PAY AS YOU GO 


st of us need to ‘drop’ 

that hundred rupee note 
at the local police station 
when we get our passport 
forms ‘verified’ by them. 
EPFO officials are probably 
no more corrupt than the income tax 
authorities or PSU employees. But 
they are no less corrupt either. 
Here’s a recent history of the few 
provident fund officials that were 
‘caught’ in the act. 
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JIT Nair is a very angry man. The 32-year-old phar- | Trade unions protest against the EPFO’s controversial 


Employees’ Pension Scheme 1995 and poor service levels 


rity. Yet, these 27 million citizens get poor returns and abysmal 
service. India’s huge salaried class has to wear out its shoes try- 
ing to get backits retirement savings from the country’s largest 
social security institution, the Employees Provident Fund Or- 
ganisation (EPFO), which directly manages a corpus of 


| Rs 1,13,940 crore and regulates another Rs 40,000 crore man- 


aged by employers. That's a total of about Rs 1,54,000 crore. 
That's almost 7% of India’s gross domestic product. 
The EPFO has increasingly come under fire in recent years. 


| In 2001, the government asked former UTI chairman S.A. 


Dave to examine existing schemes and to look at ways of 
bringing more of India’s labour force under some form of so- 


| cial security net. Dave notes that “the (EPF) contribution rates 
| are among the highest in the world, but its returns are among 


the lowest. Real returns are only 3% or 3.5% compared to 5-7% 


AUGUST 2000 


Referred for Regular 
Departmental Action 


An assistant provident 
fund commissioner 
(APFC) in Chandigarh 
for withdrawing 

_ A Rs 2,98,092 in conspir- 

i acy with others by 
fraudulently showing a 
false account holder. 
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The lives of 108 million Indian citizens are 
affected by the EPFO’s actions. Here’s why 


most of them are distressed. by Vik 
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common in the rest of the world, (and) services are deficient.” 
There can be no debate about these penetrating observations, 

Since Independence, the Indian government had been 
trying to provide reasonable social security to its citizens. In 
fact, the Constitution had set out a mandate — to provide ef- 
fective social security to citizens in case of unemployment, old 
age and sickness. However, due to the limitations on available 
resources, this could not be incorporated as a right under the 
Constitution. A general, socialised scheme would not have 
been a possibility in a poor country such as India. 

Consequently, the individual had to take charge of his f 
ture, with a little prodding from the government, of course. 
Any social security program had to be linked to employment. 
Since such a scheme requires a stable emplover-ernployee re- 
lationship, this scheme could only be put in place in the or- 
ganised sector. With this in mind, the Employees’ Provident 
Fund Organisation was set up in 1952 by the then Union 
labour minister Jagjivan Ram. When introducing the EPF Act 
in Parliament, the minister had said: “What we need is a pen- 
sion system. Because we dont have the resources, for the time 
being we are putting in a PF system.” 

But in over half a century, India’s social security system has 
not been able to achieve that dream mandate — social secu- 
rity for all, or even a major part of the working population. In 
its 52 years, the EPFO has only managed to increase coverage 
from 1% to about 6% of the total workforce. Till date, more 
than 92.5% of the workforce that is in the unorganised sector 
has never had any social cover. This sur ely is not the wees 
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| Ahmedabad while accept- 
| ing a bribe of 
Rs 20,000 for clearing 
the complainant’ s dues, 
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An inspector in Surat 
while accepting a bribe 
of Rs 10,000 as part 
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WANTED: A MIRACLE 


HE biggest challenge today for any provident fund is to find ways 
T and means of matching the EPFO’s declared rate of 9% and the 

0.5% bonus. Given that the yield on a 10-year government security 
is languishing around the 5.3% mark, it would require a miracle to 
achieve this,” laments R. Chandran, assistant manager (human 
resources), Citibank. 
indraneel Paik of Darashaw and Company agrees: “The market re- 
turn on a hypothetical retirement portfolio indicates a 43% fall to 6.83% 
average yield compared to the 12% yield achievable in December 
2001.” In the same period, mutual funds investing in government debt 
made a killing as falling interest rates raised the value of their old hol- 
dings. So what they lost in terms of yield on reinvestments, PF managers 
could have made up through capital gains from selling old securities. 
But there is an absolute restriction on provident funds trading in their 
securities. So the only sort of fund management a trust can do is ‘buy 
and hold.’ Paik points out that in the evolution of bond portfolio 
management, the ‘buy and hold’ strategy was considered cutting-edge 
way back in 1970! Another legacy of the seventies, The Special Deposit 
Scheme, is where PFs have 70-80% of their assets. The rate of interest 
on the scheme has fallen 400 basis points since 2001. And this year, 
the government has started paying back the interest component to 
provident funds. There is still no clarity on how the principal amount, 
which runs into over Rs 1,00,000 crore, will be repaid. And the repaid 
interest will pose a bigger problem — lack of places to park it. 
Asmall ray of hope came this year when PF trusts were allowed to 
invest up to 70% in gilt mutual funds. But it’s not clear how they are to 
account for these investments. For Indian PF managers, it seems 
destiny holds more grey areas than their grey matter can handle. E 


T state that the authors of our Constitution had in mind. 
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schemes managed by the EPFO are not effective 
as savings vehicles or for longevity insurance. 
The problems are: compulsory savings rate is 
very high... (Frequent) withdrawals combined 
with low long-term returns result in insufficient 
savings at retirement to provide sufficient old- 
age income.” 

Indeed, though the EPFO allows pre-retire- 
ment withdrawals for various genuine reasons 
like children’s education or housing, some of 
them are totally ludicrous. We especially like 
this one — cases where wages are lost or de- 
layed due to cut in electricity to the employer's 
unit! Withdrawals during employment years are 
so high that the average balance in a PF account 
at retirement age is a mere Rs 19,000. 

As of now, the EPFO, like any other govern- 
ment-run organisation, is quite inefficient in 
delivering services to citizens. The number of 
citizens affected by provident fund schemes 
managed or regulated by EPFO, adds up to a 
staggering 108 million if one considers four 
members in the family of each EPF subscriber. 
The amount of trouble they face because of the 
archaic processes of the EPFO and its bureau- 
cratically inclined people who are unwilling to 
change, is unquantifiable. In countries like Italy, 
pensioners’ groups have overthrown govern- 
ments for faulty old age policies. In India, it’s still 
each man — like Ajit Nair — for himself. 

Here are some of the major emerging con- 
cerns for employees and employers who are in 
the EPFO’s net... 














Matters will come to a head very soon. Theweakening of 

| the joint family system and the EPFO systems low coverage 
=} and returns could lead to a societal crisis. The problem is go- 
sing to get worse by the year as the grey population shoots up. 


—_ | While the total population will increase by 23% between 2001 | 


| and 2016, the number of people over 60 will rise by 58% to 113 
| million. Compare that with the fact that from 24.7 million in 
| 1961, India’s senior citizen population had only increased to 
| 71.7 million in the 40 years up to 2001. 
| The EPFO system, say critics, is deeply flawed. World 
| Bank's senior pension economist Robert Palacios says: “The 


POOR SERVICE 

When a retiree is trying to get his pension, or a widow is trying 
to claim the life insurance element built into the provident 
fund, delays can have grave implications for them. Though 
the EPFO had an internal benchmark of servicing claims 
within 30 days, it was seldom met. And delays in transfers and 
claims are not the only problems employees face. “Even for 
those members whose transfers are received, the members’ 
records are not credited immediately. In 90% of the cases, a 
member is totally unaware when transfer of provident fund 
accumulations from his previous employer is credited to his 








plainant for not treat- 
ing two firms as a sin- 
gle entity for the pur- 
pose of the EPF Act and 
to effect recoveries. 
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Trapped 


An assistant commis- 
ioner in Jabalpur 
hile accepting a bribe 
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of Rs 1 lakh to settle 
a case against a 
company for a 

Rs 45.4-lakh PF 
contribution due. 


OCTOBER 2001 
Trapped 


An enforcement officer 
at Madurai while 
demanding and accepting 
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a bribe of Rs 10,000 
from the complainant 
for ignoring an amount 
of Rs 1.92 lakh payable 
to EPF by his company. 


DECEMBER 2001 _ 


Punished 


An upper division clerk 
in Bangalore for . k 
demanding and accepting 


MON kos b, RS, 





EPO for accepting a 





new account,” says an accounts officer in a large Mumbai- 
based company. 

The annual contribution slips almost never reach employ- 
ees on time and, in some cases, lag behind by years. Making 
the rounds of the local EPFO office don't help much. Members 
are made to wait for a long time before they get any answers to 
their queries. A provident fund adviser to companies points 
out that “though peoples awareness about how things work in 
provident fund matters is virtually nil, provident fund officers 
don't help either. There is a public relations officer in every 
EPFO office, but they treat the less educated and low-salaried 
employees indifferently. If they need to fill 10 forms for a par- 
ticular transaction, they only tell them about one so that when 
they return, they can be sent back again.” 

Of course, most times, the bad service is just a function of 
the ignorance of the provident fund officers themselves. “Ten 
different people within the same provident fund office often 
have 10 different interpretations of a given situation, even if | 
there are clear rules on handling it. Sometimes, we have to tell | 
them what to do and how to doit,” says the same adviser. 
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EPF MALAYSIA PARAMETER 
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Source: New Pension Reforms Initiatives in India by Mukul Asher, National University of Singapore, and BW calculations 
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Chargesheeted Trapped 


An APFC and an enforce- 
ment officer of the 


_. bribe of Rs 1 lakh from 
> the complainant for 
settling his pending 
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An enforcement officer 
in Nagarcoil while 
accepting a bribe of 

Rs 10,000 from the com- 
plainant for processing 
the applications and 





These are just some of the more general problems mem- 
bers face. Mention the word provident fund in a crowd, and 
you are bound to find at least five complaints. 


HIGH COSTS 

Why this is even more distressing is that of the total contribu- 
tion to the EPFO, the organisation charges 4.6% as adminis- 
tration costs. Employees are not aware of this, but even most 
employers are surprised when they are told this. (The EPFO 
says it charges only 1.1%, but it is 1.1% of basic salary. So, for 
every Rs 24 contributed to it, Rs 1.10 is charged as administra- 
tion cost.) For such high costs, this is terribly shabby service, 
Mutual funds investing in commercial and government debt 
charge only 0.2-1.25% of investments as fees. And investors 
get their money back within 2-3 days. 

Not only are service levels pathetic, regional provident 
fund officials are highly arbitrary and ‘demanding’. Like in any 
other government department, corruption rears its ugly head 
in the EPFO as well. But when you are dealing with someone's 
. lifetime savings, the picture just gets uglier and murkier (See 
‘Pay As You Go’). 

Organisations say that at 
times they have had to pay up to 
10% of the final settlement 
amount to expedite the settle- 
ment request. The corruption is 
not always blatant, however A 
veteran provident fund manager 
says: “Senior regional provident - 
fund officers can suddenly call 
andask for a taxi for their visitors 
(but most of the time for their 
own purpose). They would ask 
for a hotel booking, almost al- 
ways in expensive ones. Obliging 
them saves on time that will be 
lost if these guys start visiting 
your office for inspections and 
file show cause notices on frivo- 
lous grounds.” 

“Cars, hotel rooms, even 
cricket match passes, are legal 
currency for some EPFO offi- 
cials,” says a provident fund ad- 
viser. Not surprisingly, some 
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giving PF account num- 
bers to his employees. 
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Trapped 


An enforcement officer 
in Ahmedabad while 
accepting a bribe of 
Rs 20,000 from the 
complainant for 
settling his PF dues. 
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company officers dealing with them feel that the provident | 


fund office is the worst government department to deal with. 


br | PROBLEMS OF COMPANY-MANAGED TRUSTS 


", Employers who want to give their employees a better deal — 


elections around the corner, there is no reason this hallucina- 


| tory exuberance will not continue. 


With the EPFO keeping its rate high, company-managed 


_ trusts regulated by it have to face the challenge of generating 


than running to the PF office in their retired years, set up their ` 
own PF trusts. Some of the oldest and the largest employers in 
the country run such trusts for their employees — Hindustan x 
Lever, ACC, Tata Iron and Steel Company. These funds have to x 
. deficit by 2030. 
rate of returns as the EPFO declares every year. Their interac- | 
tion with the EPFO is restricted to annual inspections froma ` 


follow the same investment regulations and deliver the same 


compliance inspector, for which they pay the EPFO 0.72% of 
contributions as fees. 
Employees of these companies can be sure of faster and 


better service on their retirement or resignation. But this op- | 
tion has been blocked since May 2000. A regional provident | 
| fund commissioner says: “The freeze has been imposed since | 
| the ratio between self-run trusts that have defaulted and those | 
_ low-yield securities. Then we can have a complete reversal of 
| That may be true. With a large number of Indian compa- ` 
| nies collapsing in the mid-nineties as the liberalisation wave ! 


that are running in order is 80:20." 


swept out inefficient players with licence-raj hangovers, 
employees’ provident funds were no safer than financial 
| institutions’ loans. The easiest way for companies to get 
over cash-flow problems is to defer employees PF con- 
| tributions. Thousands of employees have suffered due to 
| this. But the EPFO cannot absolve itself of its responsibil- 
ity for the mess these employees’ lives are in. After all, 
EPFO inspectors are supposed to verify whether these 
trusts are running in order on an annual basis. If they 
take 3-4 years to realise that a company is defaulting, 
| they are clearly not doing their job. 

Companies that have applied for exemptions but 
were forced to contribute to the EPFO include Dr. 
Reddy's Laboratories, Wipro Peripherals and IBM India, 


Note: Funds that manage their own corpus under the regulation of the EPFO 
and the Income Tax Department are called exempt funds. Thase that forward 
contributions to the EPFO are known as unexempt funds 


among others. As a result, employees directly under the EPFO | 


has risen sharply. (See ‘The EPFO Covers More People Now’). 

: The EPFO is also trying to bring in other industries into its 
| fold. A foreign bank's PF manager says: “There is an effort to 
cover all private and foreign banks under the EPFO. But so far, 
` we have managed to evade this by means ofa stay order in var- 


Í ious high courts of the country.” Buta legislative change is be- 
@ ing proposed by the EPFO to prevent any exclusions. 


| UNSUSTAINABLE PROMISES? 
| With the current rate of growth of assets under the EPFO, it is 
fast on its way to becoming India’s largest non-banking finan- 
cial institution. The Post Office Savings Schemes is currently 
° the biggest. Ironically, at the same time, the public confidence 
is shaking, with growing concern about its fiscal sustainability. 
- As we have pointed out in the past (‘Scarier than UTT, BW, 16 
| September 2002), the fact that the EPFO is still promising 9.5% 
returns at a time when market rates for its investments — gov- 
ernment securities — are close to 5.2%, is a clear sign that 


£ there's trouble ahead. For 2003-04, the EPFO has indicated a 


| rate of return of 9% with a 0.5% bonus to mark the organisa- 
tion's golden jubilee. Though this proposal has not been ap- 
_ proved or declared by the government yet, with the general 


the same returns. Any shortfalls in investment earnings have 
to be made good by the company. (See ‘Wanted: A Miracle’) 
Worried? Okay, then we won't even start telling you about 
the highly controversial pension scheme started by the EPFO 
in 1995, which, the World Bank estimates, could go into a 


The EPFO has so far been able to cover its high payout 
rates — it still has some old high-yield securities that have not 
matured and sometimes it dips into its reserves. But what is 
worrisome is what will happen when the interest rate cycle 
turns around. The EPFO’s reserves may be wiped out if this 
profligacy continues for another year or so. The high-yielding 
securities will start maturing in 2005. And they would have to 
be reinvested at current market rates. In the future, when in- 
terest rates bounce back, the bulk of EPFO funds will be in 


the current situation, so much so that employees’ smiles will 
invert into frowns. The market rate would be 9.5%, but the 


THE EPFO COVERS MORE PEOPLE NOW 


Number of employees 

Q, 

% of employers covered (million) 
2001 1986 2001 


1986 








100 100 17.22 26.94 


EPFO won't be in a position to pay more than 6%! 


FRESH CHALLENGES 

The finance ministry is introducing a competitive pension 
fund system very soon. Although the new system poses no di- 
rect threat to the EPFO ás it's mandatory only for civil servants, 
other citizens can join it on a voluntary basis. 

More importantly, though, the organised sector workforce 
is growing much slower than that in the unorganised sector. 
From 1993-94 to 1999-2000, while the organised sector work- 
ers grew by 3.7%, the unorganised workforce had grown by a 
whopping 20%. The Indian employee, already harassed by 
EPFO’s transfer delays, will now have something to compare it 
with — the new private pension system. And while employers 
are willing to pay for talent, today they are also willing to nego- 
tiate pay packages. If one so desires, he or she can simply work 
on a contract basis, and thus avoid the PF net. Later, they 
could join the new pension system voluntarily. 

Clearly, while reforms have touched almost all sectors of 
the economy, India’s largest social security scheme has so far 
remained in an imaginary cocoon. Thankfully, the EPFO 
seems to be stirring... turn the page to see how this modern- 
day Rip Van Winkle plans to turn over a new leaf. E 
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Central Provident Fund commissioner Ajai Singh has his hands full overhauling the EPFO 





F you had applied for a withdrawal from your provident 
fund account any time before 2002, chances are that you 
would have had to wait for at least 7-8 months to get your 
money. However, if you had put in a withdrawal request 
last year, there is a very good chance it would have been 
cleared in just one month! Pleasantly surprised? You 
have only one man to thank for this dramatic change — Cen- 
tral provident fund commissioner (CPFC) Ajai Singh. And if 
things go to his plan, you could soon be getting your claims 
processed in 2-3 days — as fast as any private mutual fund! 

In recent years, quite a few experts have pointed out the 
problems with EPFO’s service levels. But now, its service levels 
and performance will inevitably start getting benchmarked 
against the new privately-managed pension fund system that 
will be introduced by the finance ministry soon. Moreover, the 
labour ministry has decided to entrust the EPFO with the re- 
sponsibility of putting in place the nitty-gritty for its new social 
security scheme targeted at the unorganised workforce. 

Ajai Singh is literally in the hot seat. The good news: he’s 
not warming it further. And he's not stopping at just servicing 
your claims faster, he's trying to completely reinvent an 
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THE 


organisation that people dread 
dealing with. 


THE PARADIGM SHIFT 
Singh’s association with the 
EPFO is not new. From 1989 to 
1994, he served as the additional 
central provident fund commis- 
sioner. So he had already seen 
how this 52-year-old, monopo- 
listic administrator-cum-regula- 
tor functions. 

When he came back as the 
CPFC in 1999, things had chan- 
ged drastically. “Rapid globalisa- 
tion and changes in business 
practices had a profound effect 
on the workforce — large parts of 
it had become contractualised 
and highly mobile. Indian citi- 
zens now had much higher ser- 
vice expectations from service 
institutions — public or private.” 

With people changing jobs 
more frequently, it was hard for 
EPF offices to keep up, especially since their entire record- 
keeping is done manually. With transfer and withdrawal re- 
quests growing exponentially, service levels were bound to de- 
teriorate. The workload of EPFO employees increased 
substantially, but their capabilities and skills did not. The 
tonnes of paperwork didn't help either. 

But then, wouldn't it have been easy for them to just adopt 
computerisation? Here's where Singh's previous posting in the 
Income Tax Department came in handy. From 1994 to 1999, 
Singh was the commissioner of computer operations, Income 
Tax Department, Delhi. This was the time when the IT Depart- 
ment’'s permanent account number (PAN) card pilot project 
was on. Singh learnt precious lessons there. “We got the hard- 
ware and the software and simply used technology to auto- 
mate existing processes. Whether the processes themselves 
were efficient was not looked at.” Everyone knows how diffi- 
cult it is to get PAN cards. 

Streamlining the processes is even more important from 
the EPFO, because its current procedures make improving 
service very difficult. For instance, before a withdrawal claim 
is cleared, it has to pass through 47 different steps and six in- 
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EPFO head honcho Ajai Singh has a plan to 
counter its inherent problems. Here's how 


tra-departmental interfaces — and all this in a completely | entry system to the double-entry system. With record-keep- 


manual environment. Despite all this, EPFO has managed to 
process 80% of the claims within 30 days in the six month pe- 
riod ending 30 September 2003. 

However imperative it may be, any change in a old organi- 
sation with 283 offices and 20,000 employees is difficult to im- 
pose from the top. So Singh got his own officers and staff from 
different functions and centres fully involved in the process 
right from the start. And the internal debate that has been go- 
ing on for almost three years about reforming the system is 
now almost through. Now, the real action is about to start... 


THEVISION 
Okay, distilled into a few 
words, the plan for reinvent- 
ing the EPFO involves a 
complete overhaul of its 
processes. Its current activi- 
ties will be broken down into 
back-office (record-keep- 
ing, fund flow management, 
transaction processing, 
etc.), and front-office activi- 
ties (grievances, receipt of 
claims, identity verification, 
compliance and audit, etc.). 

The entire system will be 
automated and a National 
Computer Centre will be set 
up at a 10-acre plot in 
Dwarka, New Delhi. This centre will be the back-office of the 
entire country’s EPF offices. From checking the compliance 
records of employers to the generation of employees’ contri- 
bution slips, everything will be automated. (See ‘What Rein- 
venting the EPF Will Mean’) National social security (smart) 
cards that will be unique to an employee all his life, are on the 
way. Apart from being convenient for members, this will also 
solve a big problem for the EPFO. In the manual system, the 
EPFO maintains 3.95 crore member accounts — this is much 
more than Indias organised sector workforce of 2.8 crore. A lot 
of members obviously have multiple accounts. 

The accounting system will move from the opaque single- 


Major initiatives 





THE STATE OF REFORMS 
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ing and reconciliation done in the central office, the EPFO can 
generate a trial balance and balance sheet anytime, but only if 
these are made public. This will be a far cry from its current an- 

nual reports that hide and confuse more than they reveal. 
Partnering the EPFO in its three-point agenda — changing 
management processes, modifying accounting systerns, and 
finding technology solutions to implement these two — is 
Siemens Information Systems. The plan is to make every 
transaction online and, thus, transparent and, thereby, reduce 
concentration of power in a single official's hands. The project 
is first being implemented in six pilot centres. Meanwhile, 
Singh has proposed very comprehensive changes in the law 
that tie in well with the ad- 


ministrative changes and 
can reduce areas of friction 

Status ae T 
with the Unio: and litigation. (See “The State 









Of Reforms’) 





LOW-HANGING FRUIT 
Apart from faster servicing of 
claims, there are some other 
areas where the EPFO has al- 
ready managed early suc- 
cess. When Singh came 
back, 64 lakh annual contri- 
bution slips to employees 
were said to be pending. 
However, when Singh ran an 
audit, the real figure turned 
out to be, hold your breath, 3.5 crore! In the last three years, an 
all-time high 11.5 crore slips have been issued and Singh 
hopes to bring the pendency down to zero by March 2004. 
Another audit revealed that 56% of employers covered by 
the EPFO had stopped contributing funds for a few years. 
Some of these had never complied, some had stopped com- 
plying because of cumbersome procedures. In 2001, a special 
compliance drive was launched and se far it has brought back 
93,000 employers and 92 lakh employees into the EPFO fold. 
For contribution delays, employers are supposed to pay 
high penalties to the EPFO. Another audit that looks at com- 
pliance records since 1952 is underway. Singh says that 
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T= ship of the change process. 


“Though we've finished only 80% of this audit, I have already | 
; detected a non-levy of Rs 700 crore penalty and interest. This 


` isa double whammy for us as we don’t get the money from 
s employers on time, yet we pay full interest to their members.” 
"4 Over Rs 100 crore has been recovered in penalties alone. 


| THE PEOPLE PROBLEM 

| Arecent Harvard Business Review article Singh read about try- 
ing to improve knowledge gaps in organisations recommends 
the appointment of a CIO. Not CIO as in chief information of- 
ficer, but chief ignorance officer. Maybe appointing one in the 
EPFO would be a good idea. 


The biggest challenge in implementing this grand design | 
in the true spirit is the limitations of its own people. Ignorance | 
= oftheir own rules and procedures and lack ofknowledge of the | 
= financial markets, among other things, can really hamper the | 
_ term, Singh is trying to bring changes in the investment pat- 


change process. 


On his part, Singh has made the right moves. He has given | 


WHAT REINVENTING THE EPFO WILL MEAN... 


| his staff a sense of owner- 


| He has got XLRI-Jamshed- 

f purand IIM-Ahmedabad to 
_ figure out his officers’ career 

i aspirations and change 


...To employees 


One unique smart card . 
pa life- — in any job 


| years. “We are trying to en- 
} sure that powers are not 


$ concentrated in the hands 


of any person for too long.” 
“CPFC Ajai Singh has 


management capabilities. or city ` eee o 
5 r Čan check account status at 
: oe ee a Kiosks in all EPF offices; fora 
| POCO O COMPANY- small fee, can print statement 
managed provident funds. . iaaii 
| And he’s also shuffling se- Will beable to make = 
nior people very fast. The withdrawals and claims atany ; 
regional provident fund EPF office in the country — : 
commissioner in Mumbai, ` ens 
F for instance, has changed Turnaround times for claims 
four times in the last three tO be 2-3 days: with electronic I 

transfers to bank accounts ` 


Members’ accounts willbe ` : 
maintained in real time and | 
interest credited monthly ` 


f the vision and project man- 


| agement skills. But he has a very tough battle to fight inter- 


| nally, especially from people who are permanent. Commis- 
= sioners may come and go, but an old employee with nowhere 


else to go will stick his finger at the process. The entire objec- 
tive of transparency doesn't gel well with some of them for ob- 
vious reasons,” says a keen EPFO observer. 

But it’s the mindset that will be most difficult to change. 
_ “The best way to change mindsets is to expose the organisa- 
tion to competition,” says a senior economist. 

Mukul Asher, professor of public policy at the National 
University of Singapore, noted in a recent workshop at the 
EPFO training headquarters: “(Particularly) for the EPFO, 
mindsets require a problem-solving and result-oriented 
change, not debate-winning argument skills.” 


| THE PARKING PROBLEM 
| Fund management for provident funds was a brainless exer- 
| cise — till a few years ago — with government securities being 


| 
I 
! 
| 
| 
Í 
i 


EPFO 


Ls story — EPO 


the only investment option and, once bought, securities are 
rarely sold before maturity. 

But now, with government security yields falling, and the 
sustainability of the EPFO’s higher-than-market 9.5% returns 
under threat, it's imperative for EPFO to start considering as- 
set classes other than gilts and AAA-rated bonds. “There's no 
assured return on our scheme. Rates are declared each year 
within the earnings of the fund. Further, we save Rs 100 crore 
each year by underestimating income and overestimating lia- 
bility. The money is safe. Now it’s time to ensure that the re- 
turns, too, are adequate.” 

As chairperson of the International Social Security Associ- 
ation committee on provident funds, Singh knows that “find- 
ing assets to invest retirement savings is one of the biggest 
challenges being faced by social security organizations 
around the world”. The EPFO is no different. In the immediate 


tern in consensus with the finance ministry. But he is also try- 
ing to identify an invest- 





ment management 

OT consultant to draw a road- 

| o employers map for the next 10 years to 

wil geta unique business exit the current investment 
number which willbe `. pattern. Any takers? 

integrated with the PAN [ 

Can now file the monthly ` roe measures 

x e ta | 1 notwithstanding, Singh 

u $ feels it’s high time he tooka 

Number of returns to be le look at whether the legisla- 

ina year will j go down to p _ tive intent is being met by 

from the present 48 EPFO’s schemes. “Is the tar- 

` geting right? Are we acting 

Contribution —, will 5 e as an old age security sys- 

Pe nomore tem or a mere savings ac- 

I| sam credits: and lags | count (the average balance 

i acansgiin| TENN EPF ac, 

local PE officials will be gone ‘ Wi TA ETERS INI 

due to online transparency ` e have set up a high-level 

advisory committee to look 

into some of the bigger pol- 


icy issues. What role should a major, mandatory, publicly-run 
income security scheme have in the changing national con- 
text?” Asher is the chairperson of this committee, which has 
met once so far. Within the next four months, they have to turn 
in their ideas. 

The first phase of reinventing EPFO will be complete this 
year in six pilot EPF offices and then the next phase — national 
replication — will begin. The CPFC says that even in devel- 
oped countries, such a project takes about 5-7 years to imple- 
ment. So, if all goes well, the new-look EPFO will be fully func- 
tional any time between 2006 and 2008. As of now, Ajai Singh 
seems to be on the right track, getting all the hygiene factors in 
place and asking all the right questions about the future. But 
for reinventing EPFO in the true spirit, the entire organisation, 
from top to bottom, has to rise to the challenge. At least the 
closing line in EPFO’s presentations to various quarters is up- 
beat — it says ‘Government organisations can also offer world 
class services. Thank You.’ And Amen! = 
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At 15, | was an abandoned 
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Rachana is just one of the 171 child development initiatives which CRY supports all over India. The main objective of Rachana is 
to empower underprivileged girl children to be independent. It is because of your contributions that CRY can help organisations CHY 
like Rachana who are constantly working to improve the situation of the girl child.And only with your help can CRY create more 


milestones like Sujata. CHILD RELIEF AND YOU 


Cry Milestones. Changing lives forever. 














You can send in your cheque contribution payable to ‘CRY - Child Relief and You’ to your nearest CRY office. New Delhi: DDA Slum Wing (Barat Gh ar), 
Bapu Park, Kotla Mubarakpur, New Delhi - 110 003 Mumbai: 189A, Anand Estate, Sane Guruji Marg, Mumbai - 400 Oll. Bangalore: Madhavi Mansi on, 12/3-l, 
Bachammal Road, Cox Town, Bangalore - 560 005. For more information, visit www.cry.org 
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Subramaniam is a 
physician and 
pharmacologist, who, after 
an eight-year stint with Dr. 
Reddy's group as a senior 
corporate executive, is now 
looking forward to a career 
with Chennai-based 
Sanmar as head of their 
Lifescience Research 
business. 


Indian 
pharma 
majors 
cannot 
afford to 
ignore the 
domestic 
market 








The big pharma 
disconnect 


NDIAN pharmaceutical companies ap- 
pear to be on a roll. Increasingly, they re- 
semble their IT counterparts in export- 
led revenue growth. The Ranbaxy CEO, 
like his peers, talks, with a sense of pride, 
of the increasing proportion of his company’s 
revenues from Western markets. These are 
good quality earnings — high in margin and 
with sustainable growth potential. The theory 
is, these earnings will fuel investments in R&D, 
which will propel these companies to even 
higher revenue growth and quality. 

This theory is largely valid. But it makes a 
critical assumption about the growth of the 
global pharmaceutical industry — that current 
paradigms in marketing and drug discovery 
will continue unchanged at least for the next 
10-15 years (the time it takes to develop a drug 
all the way to the market). There is a huge dis- 





connect between visionaries and practitioners. | 


The former (usually retired CEOs) see a radi- 
cally different future for the industry, while the 
practitioners (CEOs in harness) leverage time- 
tested formulae, i.e., ever-increasing invest- 
ments in marketing and R&D. 

So, what are the visionaries saying, and how 
likely is it that their visions will turn into reality? 
According to the visionaries, the pharmaceuti- 
cal industry is at the brink of a revolutionary 
change. First, consumers are becoming more 
proactive in key decisions relating to their hea- 
lth. This could take the form of preventive 
health regimes (exercise, diet), or using the In- 
ternet to educate themselves and then ques- 
tioning the physician who treats them. At the 
same time, the ballooning cost of healthcare is 
turning governments and insurance compa- 
nies into proactive gatekeepers, who permit 
only scientifically-proven healthcare options, 
while, at the same time, put caps on the free 
components of healthcare. Finally, there is the 
emerging area of personalised medicine. Com- 
panies like Roche market simple diagnostic kits 
for genetic profiling of diseases. The next step is 
to use genetic profile information in therapy. 


These changes will transform the industry 
and, therefore, its dynamics. As consumers be- 
come more involved in their own treatment, 
the market for preventive treatments will ex- 
pand. Then the prescription of medicines will 
be coupled with genetic profiling to optimise 
therapy. Finally, brand identity-driven irra- 
tional prescriptions will be replaced by a more 
rational approach, considering the benefits of 
treatments versus costs. If Indian companies 
despair of adapting to this they can take conso- 
lation in the fact that the big pharmaceutical gi- 
ants are also unable to adapt themselves to the 
new environment. Hence, here’s an opportu- 
nity for small and emerging companies. 

In this context, it is a bad decision for Indian 
pharmaceutical companies to defocus the In- 
dian market. Indian companies have a unique 
opportunity here. Why? Because innovation in 
the field of personalised medicine depends 
upon access to a population with diverse ge- 
netic profiles and relatively high morbidity. In- 
dia has both. No wonder MNCs are heading to 
India for their clinical research needs. But what 
they are tapping is only the tip of the iceberg. 
The real prospect lies in the discovery of new 
disease-causing genes and, thus, new treat- 
ments. The scale of clinical research required to 
make these discoveries is tough to reach, but it 
is easier (and cheaper) in India than in any 
other country in the world. The best thing is 
that this kind of research will directly benefit 
the Indians who suffer from those diseases. 

Indian companies have to reinvent them- 
selves to take advantage of the emerging op- 
portunity in pharmaceuticals. Ifl had to bet on 
winners I would pick Nicholas Piramal, Biocon, 
Dabur and Hindustan Lever (HLL). The first 
two have invested in clinical research to make 
this happen, although their execution has been 
less than perfect. Dabur and HLL have a her- 
itage of selling directly to the consumer and are 
now entering healthcare. Pharmaceutical lea- 
ders better watch out for HLL, which has an en- 
viable track record as far as execution goes. m 
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Tanzania .... A Land of Unlimited Opportunities 


The migrated second generation have tendency to forget their & 
roots but M R Jaffer Sabodo the third generation Indian settled 
in Tanzania has not forgotten his ancestors land. His grandfa- 
ther Jaffer Premji, a Kutchi from Mundra in Kutch migrated to 
Tanzania in 1858 after he was offered a job as a railway lines- 
man to work on the new tracks that were connecting hinter- 
land to Dar-es-Salaam, the commercial capital of Tanzania. 
An enterprising person Premji set up business in Tanzania and 
passed on his legacy to his three sons Mohammed Jaffer, Jusab 
Jaffer and Rajjab Ali Jaffer. One of the six children of Rajjab Ali, 
M R Jaffer Sabodo is a many faceted individual. 

He has completed accounts major after schooling in Dar-es- 
Salaam. He went to pursue his further studies in Scotland and 
became a certified accountant from Edinburgh. Currently, 
Jaffer is consultant for International Debt-Finance, Hedge Funds 
& Exim Finance. He operates his business from Germany, India 
and Tanzania. 


‘My aim is now to promote and aid the growth of business 
and industry in Tanzania,” says Mr. Jaffer. “I want Indian busi- 
nessmen to come and help Tanzania grow in business as 
there is tremendous business opportunity to be explored 








M R Jaffer Sabodo 


in my country”. 


Q. What brings you to India? 

A. India’s economy is very much opening and | hope it 
will become one of the world’s financial hub soon. So, 
| want to appeal the Indian businessmen to come and 
invest in Tanzania. There is immense investment op- 
portunity in Tanzania as it has a rich agricultural and 
mineral land and at the same time it is a great tourist 
spot. These all potential of Tanzania has not been 
tapped so far. Besides that | also have a family in India 
so | keep coming here. 


Q. Any particular business plans you have for this 
trip? 

A. | am looking to export betel nut and betel leaf busi- 
ness from Tanzania. Besides that | am looking into 


Diary product business with Amul. Processed dairy | 


products such as condensed milk, milk powder, infant 
milk, butter, cheese etc have tremendous business 
opportunities in Tanzania. 


Q. What are the other investment opportunities that 
await Indian businessmen in Tanzania? 

A. There are business opportunities in areas like tele- 
communications, fishing, mining and tourism. We then 
have large deposits of gold, diamonds and precious 
stones. We also have deposits of coal, nickel and co- 
balt in Tanzania. These all minerals are untapped for 
long years because of lack of investment and tech- 
nologies. Long term investments will fetch good re- 
turns. 


Q. What are the opportunities in Telecommunica- 
tions? 


A. | want to appeal to Mr. Mukesh Ambani and other 
telecom operators in India that they should come to 
Tanzania and invest in mobile phone technology. Un- 
fortunately Indian companies think that the market is 
very big in India so let us tap here only. They don’t think 
outside India. If they do, they go to developed coun- 
tries. They don’t realize the fact that there are more 
Opportunities in developing countries. Vodafone is 
charging Tanzanians 20 times more than they are sup- 
posed to charge but we have no option than to take 
them. Therefore, | feel if Indian companies come to 
Tanzania and offer cheap services everyone in Tanza- 
nia will jump for their services. 


Q. Are there any Indian tourists to Tanzania? 

A. There are hardly any Indian tourists because they 
don't know about the wildlife and beautiful scenery of 
Tanzania. They go more to Kenya whereas the fact is 
that Tanzania has more wildlife and better tourist spots 
than any other African country. This is inspite of the 
fact that there are two weekly direct flights to Tanzania 
from India. 


Q. Your vision for Tanzania in coming years? 

A. Tanzania is the least corrupt country in Africa. We 
rank 76 among the list of corrupt countries. We are 
politically stable and there are no bureaucracy hurdles. 
The culture of the country is good and people are-non- 
violent. Tanzania is richer to India by 10 times in natu- 
ral resources. Unfortunately, the business has not 
been rightly tapped in the country. If done so Tanzania 
will become a powerful country politically and economi- 
cally in the next 8-10 years. 


vogue 


OWER corrupts, and ab- 

solute power corrupts ab- 

solutely. Stokes desires. 

Evokes feelings that are im- 

moral, sensuous and tactile. 

Creates a craving for pleasure 
thatis so strong that one would willingly 
sell his soul to the devil for just another 
chance to relive the moment... But we 
are getting ahead of ourselves. Let's be- 
gin at the beginning. 

When I arrive on Sunday morning 
for my test drive, she isn't there. Some- 
one else has taken her out for a spin. So I 
wait impatiently at the clubhouse of the 
Jaypee Greens Golf Resort in Greater 
Noida, sipping cappuccino and talking 
cars with the Bentley guys — lan Gor- 
such (regional director - Middle East, Af- 
rica and India), S.P Bagla (director of Ex- 
clusive Motors), and Ravi Sibal and 
Mike Culleton from Bentley Motors, 
Crewe, UK. But I cannot for very long. I 
am getting a little irritated that she is not 
there for me at the appointed hour and I 
am being kept waiting. 

I had seen her in the flesh the previ- 
ous night and played around with the 
controls and the gizmos that adorned 
the dash, central console and the seats 
so that when I took her out the following 
morning I would not be pressing the 
wrong buttons. Under Mike's watchful 
eyes, I had even started her up and slid 
the automatic shifter into Drive (“Please 
keep the brakes pressed; we don't want 
her flying off the stage,” 
Mike had said.) to famil- 
iarise myself with the in- 
struments and warning 
lights. Lever backin Park, 
I had blipped the throt- 
tle. The low bumble of 
idle had instantly turned 
into a potent raspy growl 
that stopped Silk Route, 
who were belting out a 
high-wattage rendition 
of Mahi ve, mid-bar. 

This morning, I am 
sitting on a low wall that 
separates the car park 
from the alighting point 
when I hear her again. 
That same growl, just 
louder, and I know she is 
back. And I am more 
than ready for her. All is 
forgiven when I see 





We drive 
the Bentley 
Continental 
GI coupe, 
the most 
powertul 
Car ever 
sold in 
India. 
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those flowing curves starting at the front 
fender and going over the wheel arches 
over the shiny 19-inch alloys shod with 
Pirelli P Zero tubeless radials and along 
the length to the near smooth back 
adorned by the ‘Flying B’. Apart from the 
clean red tail lights and the oval stainless 
steel twin exhausts, that is. “Let's go,” I 
tell Mike. We had been discussing the 
virtues of driving the Lotus Elise (he 


goes to work in one) on the edge and | 
about a minor mishap he had had doing | 
so when a badger had walked across the | 


road. Mike says the Continental GT is 
the best thing he has ever driven. After 
my brief acquaintance with her the pre- 
vious evening, a small voice inside me 
kept saying it will probably be the same 
for me. I'll find out soon enough. 

lam right next to the long door when 
it opens and a dapper middle-aged gen- 





tleman steps out, beaming like a child 
who has managed to retrieve his Game- 
boy from mommy’s cupboard after a 
month. “Great drive,” he volunteers. | 
nod, as I try to figure why the doorsill is 
the only place on the outside of the car, if 


| you can call it outside thatis, where they 


write the Bentley name. Is it a caveat, a 
‘make sure you give respect where it’s 
due’ kind of thing, I wonder as I slide 
into the seat upholstered in hand- 
stitched leather and start getting myself 
into a good driving position. Apart from 
the usual adjustments and three mem- 
ory settings, there is a separate adjust- 
ment for under-thigh support so that 
your legs dont tire out on long journeys. 
This is a grand tourer in its best tradition 
and expected to be taken on long trips. 
There's also a little button you can press 
and the seat massages your lumbar re- 
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gion should you be feeling a bit stiff. I 
doubt you would in a seat shaped as 
good as this one, but just in case. The 
mirrors are next. The middle one is 
nothing special, except, unlike in other 
supercars like the Lamborghini, there is 
actually good rearward visibility — un- 
restricted by wings and such like ob- 
jects. The two side-view mirrors are ad- 
justed, together or separately, by a little 
black and knurled chrome joystick on 
the console which also controls the de- 
froster on these two. A similar joystick 
on the steering column adjusts tilt and 
distance of the black leather covered 
wheel that has controls for the music 
system and a few other things. 

Nicely settled in, I wait for Mike to 
get into the passenger seat. In the mean- 
time, I take in the rest of the interiors. 
The absence of a central pillar to sup- 


gvogue = 


port the swoopy roof makes the cabin 
feel airier and more open than you 
would expect if you looked at the glass 
area from outside. No B-pillar means 
the seat belt is on the seat itself. There 
are acres of burl walnut veneer (the real 
thing, not the variety that grows on plas- 
tic trees) and Boxmark hide, hand- 
crafted to the highest quality standards, 
covering all surfaces that one could pos- 
sibly touch inside the cabin. The dash, 
with the six-CD changer inside the com- 
partment in front of the passenger seat, 
continues with the ‘winged B’ theme. 
The bull's eye air-conditioner vents (you 
can set the temperature separately for 
the four seats) are operated by chrome 
organ stop knobs — Bentley tradition. 
Right in front of the driver are big white- 
on-black chrome ringed speedometer 
and tachometer dials and small ones for 
temperature and fuel. Plus there is an 





Pure grand tourer: The exceptionally 
big cabin easily cossets four adults 


oblong bit of LCD screen with the 
odometer and sundry other indicators. 
A Breitling analogue clock between the 
central air-con vents tops off the dash. 
Push the start-stop button on the 
central console, and the engine comes 
to life. This is supposed to be a car that 
you drive from South Kensington to 
Capri. So while there is no doubt that it 
will take you wherever you want to go in 
luxury and style, we still do not know ifit 
would do so at a sufficiently good clip. 
Well, 12 cylinders with a swept volume 
of six litres churning out 552 bhp and 
650 Nm (from as low as 1,600 rpm) does 
sound impressive. But this is one truck 
of a car, weighing in at 2.3 tonnes, un- 
laden. (Compare that with lowest com- 
mon denominator, the Maruti 800: 
three cylinders, 0.8 litre, 45 bhp, 6.3 kgm, 
0.62 tonnes) So will it? I shift into Drive, 


ABHUIT MITRA 




















release the brake. No throttle. Theresa | 


wall less than 10 feet away from where I 
am parked. The torque takes over and 


the car starts rolling slowly. So far so | 


good. Now easy on the accelerator. Left 
turn. Blip the pedal. The car surges. Lift 
off. Light right foot, up to 40 mph (60 
kmph). Steady. Slam on the brakes. It’s 
like hitting a sandbag wall. Wonder what 
the stopping distance was. Lucky the 
airbags didn't deploy. This car is fitted 
with a Bosch braking system — anti- 
lock brakes, electronic brake distribu- 
tion (separate braking forces on the 
wheels depending on how much is re- 


quired to keep it in line). Plus, this car | 


has the biggest brakes in any produc- 
tion car in the world. Okay, now acceler- 
ate again, then brake, nice and easy this 
time. I can see from the corner of my eye 
that Mike's relaxed a bit. 

On the expressway in automatic, I 
tootle along. A glance at the speedo, and 
I blink. Eighty miles an hour! Rubbish. 
That's 130 kmph and I didn't even feel it. 


When the Bentley engineers put in that | 


W12 engine, they also built the chassis 


to handle the power. And the air suspen- | 
sion, it soaks up the undulations like | 


they are not there. It is only through the 


steering that you get an idea about what | 


is going under the wheels. Those blokes 
at Crewe do know what they are doing. 
Bolder now, I want to do 100 mph for 
a while. That would be just halfway up 
the speedo, but I guess that’s enough for 
me on this road at least. Foot off the 
throttle, open the window just a bit, let 


the car roll down to 25 kmph, and floor | 


it. The various microprocessors in the 
car take a fraction of a second to assimi- 


late this sudden input. Then it squats | 
down as the Pirellis find traction and | 


suddenly the road begins to look like a 
runway. I have never felt anything like 
this before. The car just goes like stink — 


twin turbochargers whistling and that | 


glorious exhaust note rising from a bur- 


ble to agrowltoaboomas| get total tun- | 


nel vision... 80 mph... 90... 100...We are 


approaching a sweeping curve. “Should | 








I slow down?” I ask Mike. “No,” he says | 


calmly in what I thought was a Yorkshire 
accent. (Cheshire, someone told me 
later.) I take the curve flat out at over 100 
mph (160 kmph). The superbly sup- 
portive seat prevents me from sliding 
sideways. Truck up ahead. On the 
brakes. Slow down. Pass it. On the accel- 
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| wins the lottery.) 


BENTLEY CONTINENTAL GT COUPE 


erator again... exhaust note rising... I am 
grinning like an idiot. I just cant help it. 
Mike notices. “Yeah, this car makes you 
smile,” he says knowingly. I have done 
100 mph before, but I never got there as 
fast as I did in this Rs 1.67-crore sculpted 
block of metal. Bentley says the car does 
0-60 mph in 4.7 seconds. To be honest, I 
did not time myself. But, then, one 
knows. It'll do for those Kensington- 
Capri trips I reckon. 

We fiddle around with the music 
system. Alpine. Very good. You can also 
use you cellphone through it. On the 
console is a screen that is used for televi- 
sion, GPS, music system display, air-con 
display, and a host of other things. It also 
has a Help menu. Again very good. But 
no one will remember the Continental 
GT for this music system. 

What they will remember it for is the 
other music system — the W12 under 
the bonnet. It is essentially two narrow 
angle (15 degree) V6 engines on a com- 
mon crankcase. This is where the power 
comes from to take the car up to 318 
kmph. This is what has liberated space 
enough in the rear seats to accommo- 
date two 6-foot-tall adults rather than 
hamsters as in most coupes. The com- 
pactness of the engine considering its 
capacity and output is truly remarkable. 
The other interesting aspect is the boot. 
Two golf bags or luggage for a family of 
four will easily fit into it. The clever loca- 
tion of the fuel tank — below the floor — 
frees up space at the back and also 
makes the car safer in a crash. 

Mike's fully relaxed now. “Why don't 
you try the Tiptronic (manual sequen- 
tial gear shift mode),” he suggests. Not 
one to argue, I slot the lever in. Then you 
can use that or the Formula 1 style pad- 
dies behind the steering wheel. Red-line 
time. At50 mphin sixth (top) gear, I pad- 
dle down to third and watch the revs 
climb up to 5,500. I couldn't care less if I 
had been doing this standing still. Lis- 
tening to that exhaustis just too much of 
a thrill. Still some way to the 6,500 rpm 
red line, I feel the car is going too fast — 
too much traffic. I lift off. I try once or 
twice more. No good. “It happens to all 
of us,” says Mike. “You see, the car can 
do much more than you can.” Nice way 
of saying: “Chicken”. Hmpf. I'll take her 
to the red line some other day. (His car 
maybe. Mike's buying one as soon as he 
x 
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B Rejoice! The bull run continues. Ina 
month the Sensex has moved from 5000 
to 6000; it could go to 8000 by the year 
end. There is a lot of money to be made. 


E The markets are overheated. Growth is | 


selective. Its time to look at valuations | 


and not get carried away by the hype. 


run when both the above views 


seem equally convincing. It is also | 
that time when uncertainty cre- | 


eps in: which view is correct? 


Where will the market head from | 
here? One thing is clear — the markets | 


are likely to see increased volatility. ` 
A study of the weekly returns of the 
Sensex during 1999 and 2003 shows that 
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| As moneymaking becomes an easy | 
| process, this is the time when caution 
T’S that time in the life of a bull | 


_ Be Disciplined 


Personal 


the frequency of 1%-plus loss in 1999 | 
was much higher than in 2003. But that | 
doesn’t mean that it will continue to bea | 
smooth ride. Already, on certain days, 
the daily swings between the highest 
and the lowest points of the Sensex have | 
been 200 points. And as the market | 
rises, such volatility could be a daily fea- | 
ture. Before you know it, you could be x ing. But it is worth a try. Here, the sys- 
hitting the stockmarket ground, nursing | tematic investment plans of equity a 
worthless pieces of paper. It’s like | funds can be of great help. As the fund =~ 
paragliding: the higher you fly, the | invests small amounts on your behalf, 
higher the risk of suffering a hard injury. x there may be times when the money 
Chandan Desai, head (portfolio gets invested in a rising market or a 
management), TAIB Securities, savs: “In | falling market. This automatically aver- 
a bull market, valuations are on an up | ages out the fluctuations in the market. 
trend for almost every kind ofstock— | But, mind you, in a consistently rising 
blue-chip, mid-cap and penny stocks. | market, SIPs may not yield superior re- 
| 
| 
| 





tough to be disciplined in your invest- 





turns and in a consistently falling mar- 
ket, the value of your total investment 
may actually diminish. 

On the other hand, if you prefer to 
play the markets directly, and have a dis- 
ciplined investment strategy in place, 
do not sleep over it. Exit as and when 
your return targets are met. There is no 
ballpark figure as to what constitutes 
the best return, but many stockmarket 
theorists look at the ‘risk-free return’. For 
| this, take the prevailing return on an ‘ab- 


should be exercised. Momentum stocks | 
as well as stocks belonging to unknown | 
managements should be avoided.” 

So let's go back to the basics of man- 
aging equity investments to see how 
best you can chart your course from 
now on. Here are the ground rules. 


When the markets are frenzied, it is 
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solutely risk-free investment like a yield 
on government security. Interest rates 
on these now hover at 5-7%. To this you 
could add a risk premium of 5%. That’s 
the least ‘risk-free return’ an investor 
should look forward to. Given that the 
markets have moved sharply in recent 
times, you could get your desired return 
much ahead of time. “If your return tar- 
gets are met, pack up and go,” says San- 
jiv Duggal, chief investment officer, 
HSBC Mutual Fund. 

Also, for those who are planning to 
buy in the secondary market now, re- 


markets when they are too high because 
you think there may be a greater fool out 
there willing to buy from you at an even 
higher price. There may not be one. In 


any case, “have reasonable expectations 


from the market; if you are entering the 
market because it has given 100% re- 
turns in the last nine months, don't ex- 
pect anything more than 15-20% re- 


turns in the next nine months”, says | 


Raamdeo Agrawal, joint managing di- 
rector, Motilal Oswal Securities. 


Don’t Invest Blindly In IPOs 


This year the market is expected to seea | 


som 











| flood of IPOs. Obviously then, you want 


to go with the flow. Especially when you 
see your neighbour rake in the moolah 
by investing in Divi Labs IPO last year or 
make a killing in the recent IPO of In- 
draprastha Gas. And so you are ready to 


| participate in the next IPO issue that hits 


the market. 

The problem with that is: most peo- 
ple think the IPO market is a quick way 
to make money in a bull run. But, at the 


| same time, it is also a good time for any 


Tom, Dick and Harry company to get 


| the best possible price for its shares. Re- 
member that it is wise to dunk the | 
Greater Fool Theory. Do not enter the | 


member the IPO boom of 1994-95 or the 
tech boom of 1999, when companies 
collected money just by adding the ‘IT’ 
tag to their names? “One always has to 
be cognizant of valuations (of a stock) 
because, in a frenzied market, investors 
may be willing to pay any price,” says 
Srividhya Rajesh, fund manager, Sun- 
daram Mutual. 

The important thing here is to evalu- 
ate an IPO based on its fundamentals. 
Rather than looking for a quick buck, 
you should look at investing in a good 


| company — one that can consistently 


perform well over the long term. There is 
another advantage to doing research on 
the specific IPO issues that you want to 
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invest in. You can then plan your finan- 

cial liquidity so that you are not caught | 
in a situation where you have to decide | 
between holding on to some existing is- | 
sue and applying for a fresh issue. | 


Ignore The Noise, Do Your Homework 


Hot stock tips are very alluring. The daily 
buy-sell recommendations, the stock | 
strategies and the market volatility all | 44 
add to noise. What you need to evaluate | “(i 
here is: has the story changed funda- | if 
mentally in the company you are plan- 
ning to invest in? Or is it just market ma- 
nia carrying its stock forward? i 

The point we are trying to make here 
is: exercise caution. Know and research 
the company well even if you have seen 
a lot of people buying it. That's what the 
legendary Peter Lynch, who had one of 
the best long-term investing records in 
the world, advocated. So, for instance, 
the products and services that you regu- 
larly use or see around usually belong to 
excellent companies. If you research 
these companies well and then investin | 
their stocks, you can have a winner over 
the long term. 

Even if you are confident of the per- 
formance of a certain theme or sector 
don't go overboard investing in it. You 
may be confident about the strong up- 


List down the investing 

| mistakes that I made and try not 

| to repeat them' Nitesh Malhotra, 
telecom software professional 





don't put everything on it. 


How to sell in a bull run 
YPICALLY, people do a lot of research when they buy a share, but selling deci- 
I sions are usually impulsive, often after the share price has taken a dive. Why so? 


Because most investors hold on to their stocks expecting it to rise further. So 
when is the right time to sell one’s shares? 


When you should sell based on price 


Not everyone buys shares because they are looking at the long-term prospect of the 
company. If you have bought a share because it looked cheap, then you should keep a 
much closer eye on valuation. Again, there are no rules as to when a share price is too 
expensive. The simplest thing is to look at common cutoffs such as the price-earnings 
(P-E) or the price-earnings growth (PEG) ratios. Setting cutoffs will allow you to be more 
disciplined in your investing. 


When you shouldn't sell only on the basis of price 


In a volatile market, investors who know why they have bought a share (like on the be- 
lief that it is a long-term winner) are less likely to panic and sell if the share suddenly 
sinks. And avoiding selling based on impulse might turn out to be one of the best ways 
to improve long-term investment returns. Take the classic example of the steep decline 
in the share price of Infosys in April 2003. In a single day, the stock fell 26% on account 
of lower profit guidance. But it had recovered by September 2003. 
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side potential of commodity stocks, but 
that doesn't mean your equity portfolio 
| has to be full of commodities only. Moti- 
| lal Oswal’s Agrawal shares his past mis- | 
takes: “Allowing low quality investment 
to grow to a disproportionate size of the 
portfolio was a mistake. Inferior man- 
agement is bound to disappoint you 
sometimes; let it not happen on a large 
size of your portfolio.” The bottomline: 
you could take advantage of a fad, but 


TRIBHUWAN SHARMA 





Learning from 
mistakes `: 


ALHOTRA was inspired by Peter 

Lynch's Beating the Street, which 
said that amateurs can outdo profes- 
sional managers in investing. He picked a 
lot of technology and pharmaceutical 
stocks based on hearsay in 2000 and lost 
money. Now he combines fundamental 
research with stock tips from business 
channels. His investing style: 


E Does not buy more than 3-4 stocks as 
portfolio becomes unmanageable 

W Analyses balance sheets and compares 
P-E ratios to buy undervalued stocks 


lg Reviews his portfolio regularly ĝi 





It helps to know how successful 
long-term investors invest. The late 
Benjamin Graham, who founded the 
value school of investing, and authored 
the seminal book on investing, Security 
Analysis, used a company’s price/book 
value ratio to see if the share was cheap. 
He wouldn't buy a share unless its stock 
was trading for less than 1.2 times its 
book value per share. (Book value is ba- 
sically a firms assets minus its debts.) 

Marty Whitman, founder of the 
Third Avenue Management LLC and 
also known as the dean of value invest- 
ing on Wall Street differs in his ap- 
proach. Instead of book value, he focus- 
ses on a company’s takeover value, or 
how much he thinks a buyer would pay 
to buy the whole company. According to 
Whitman, book value overlooks many 
intangibles. So a services company 
would not have huge physical assets in 
its balance sheet, but a takeover value 
accounts for such intangibles. Warren 
Buffett, a disciple of Graham and the 
CEO of Berkshire Hathaway, empha- 
sises return on equity (ROE), the most 
common measure of a company’s prof- 
itability. Buffet, who is considered one of 
the best investors of our times, likes to 
invest in those companies whose ROEs 
he can forecast for at least 10 years. 

On the other hand, if you think you 
don't have the expertise or the time to 
carry out basic research, invest via the 
mutual fund route. 


DILEEP PRAKASH 
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Allocate And Rebalance Regularly 


Are you among those who were upset 
because they had not invested in debt 


(or income funds) in 2001 and 2002, | 


when this class of investment options 
performed the best in its career? Or are 
you among those who kicked them- 





selves for not having invested in equities _ 


in early 2003? 

Asset allocation is the way to ensure 
that you never make the same mistake 
again. Asset allocation means that you 
spread your investments across asset 
classes in a way that helps you achieve 
your investment goals. The basic philos- 
ophy underlying this is: all asset classes 
do not move in one direction at one 
point of time and it’s not always possible 
to predict which way each will go. Stocks 
did badly in 2000 and 2001; bonds gave 
the highest returns in 2001 and 2002; 
stocks were back in the reckoning in 






2003. Now, even gold prices are touch- 
ing an all-time high. By spreading your 
investments, you tend to get the best 
from the whole investment universe. 
“Your asset allocation should be the key 
driver of your investment strategy,” sug- 
gests HSBC Mutual Funds Duggal. 
However, merely having an asset al- 
location plan isn't enough. You also 
need to rebalance your portfolio of in- 
vestments periodically. You may start off 


| with a 75:25 equity:debt allocation, but 


if the equity portion of your portfolio 
appreciates to 85% in terms of value, 
you will be exposed to higher risk. That’s 


_ when you need to sell some stocks and 


buy bonds to maintain the equilibrium. 

But aren't we forgetting the tax as- 
pect in the whole process? Precisely. Tax 
implications are one big disadvantage if 


| you go for rebalancing on your own. 


This is where mutual funds come to 








'In 2000 I nekied on stock tips 
and suffered a huge Loss. But now 
I do my own research’ V.K. Grover, 
retired executive director, IFFCO 


Know thy stock 


thoroughly 


URING the last bull run, Grover 

played the markets heavily using 
stock tips. Stuck with losses, he now 
believes in not trusting all and sundry 
while investing. He also researches be- 
fore shopping for stocks. His strategy: 





E Compare the price-earnings ratio of 
a stock with that of its peers 

W Look at the quality of the top man- 
agement and the dividend track record 
of the company 

E Once invested, sell out partially 


after a reasonable price hike. ka 


your rescue. Balanced funds usually 
hold equity and debt in their portfolio in 
a ratio of 60:40, while monthly income 
plans have 15-20% of their funds in- 
vested in equities. Unlike individuals, 
funds are not subjected to capital gains 
tax and, hence, they can easily do the re- 
balancing on your behalf. And, of 
course, these are only the conventional 
products; recently, a lot more new funds 
have evolved to make asset allocation 
easier for you. Franklin India’s P-E Ratio 
Fund and UTI Mutual Funds Variable 
Investment Plan are funds that use the 
automated technique to rebalance your 
asset-allocation plan. 

The new breed of Fund of Funds 
(FoFs) carry out an even more sophisti- 
cated form of asset allocation. A fund of 
fund invests in other mutual funds in 


| varying proportions and does the rebal- 


ancing on a periodic basis. The only 
problem with FoFs is that they can be 
expensive: FoFs charge up to 0.75% as 
expenses fees over and above the maxi- 
mum cap of 2.5% that can levied by in- 
dividual schemes. 

Currently, there are FoFs offered by 
Franklin Templeton Investments (FT In- 
dia Life Stage Series), Prudential ICICI 
(Advisor Series) and Birla Mutual (Asset 
Allocation Plan). 

To conclude, here are some words 
that should resonate in every investor's 
mind. TAIB Securities’ Desai says: “In a 
rising market the risk-reward ratio starts 
tilting towards risk. It is not a time to in- 
crease allocation to equities in a dispro- 
portionate manner.” After all, we do not 
want to repeat the mistakes of the last 
bull run, do we? t 
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What you 
need to know 
when you 
start looking 
for funds for 


your studies. 
by Ashish 
Aggarwal 





TUDENTS taking a 
higher education loan 
this summer will ben- 
efit from the 2% rate 
cut announced by the 
finance minister re- 
cently. This means that on an 
SBI loan of up to Rs 4 lakh, you 
can pay an interest of 8.75% and 
on higher amounts 9.75% as 
and when the change becomes 
effective. Here is what you need 
to know when you go looking 
for a loan to fund your studies in 
India or abroad. 





DINESH KRISHNAN 


At Home 


The maximum loan amount you can get 


is up to Rs 7.5 lakh. This amount is suffi- 
cient to cover the cost of most courses. 
For instance, studying at IIM-Ahmed- 
abad costs about Rs 1.5 lakh p.a. includ- 
ing boarding. 

This writer called up two of the more 
prominent private banks to find out 
what's on offer. HDFC Bank does not of- 
fer education loans and ICICI Bank has 
one, but as an official put it, “it is not re- 
ally a priority area”. Foreign banks in In- 
dia also do not give importance to edu- 
cation loan products. 

A stroll down the Parliament Street 
in Delhi, where the main branches of 
some nationalised banks are located, 
revealed this: 

The State Bank of India is the best 
place to go for an education loan, as its 
interest rates are low. It currently 
charges 10.75% for loans up to Rs 4 lakh. 
For higher amounts, the interest rate it 
charges is 11.75%. 

There is not much to differentiate 








Personal finance 


between the loan products of different 
banks. They all follow the ‘Model Educa- 
tion Loan Scheme’ approved by the Re- 
serve Bank of India. Bankers who han- 
dle the sanctioning say that they grant 
loans based on personal discussions 
with the student and on the basis of his 
family’s assets and annual income. It 
helps if your family has had a long-term 
relationship with a bank. 

No collateral is needed for loans up 
to Rs 4 lakh. For higher amounts, you 
need to provide some security and your 
parents would become co-borrowers. 

You may also be asked to get an in- 
surance policy for 150% of the loan 
amount; the policy is to be taken out in 
the bank's favour and kept in its custody. 
You may also have to assign your future 
income in favour of the bank. 

The repayment starts one year after 
the end of the course or six months after 
landing a job. In the latter case, you can 
claim an income tax benefit on the loan. 
The loan is to be repaid within a maxi- 
mum period of seven years after repay- 
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ment starts. Till then, the loan accrues a 
simple interest. There is no processing 
fee or prepayment penalty. 

Tax benefit: Repayment of an edu- 
cation loan is deductible under Section 
80E of the Income Tax Act. The yearly 
limit for deduction is Rs 40,000 (for both 
the principal and the interest). Only 
loans taken for higher education — full- 
time studies in any graduate or post- 
graduate, professional, and pure and 
applied science courses — may claim 
deduction. The deduction will be avail- 


_ able fora maximum of eight years start- 


ing from the day you start repaying. 
Going Abroad 
Studying overseas could cost as much as 
Rs 25 lakh per annum. The average bud- 
get of an international student at a top 
B-school in the US like Wharton is 
$60,000 p.a. 

How to finance your study will de- 
pend on the nature of your course. For 


some, like the sciences and humanities, 
you could get a research fellowship or an 
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assistantship. For an MBA, the 
best option would be to get your 
company to sponsor you. 


for your own funds even while 
you wait to hear from the insti- 


banks as they offer a maximum 
of Rs 15 lakh.) You will receive the 
loan after you get a letter of ad- 
mission. The school will certify 
your eligibility only when you 
are admitted. 

Generally, all top-tier schools 
in the US and in Europe offer 
loans for MBAs in partnerships 
with specific banks. London 
Business School (LBS) has a 
partnership with HSBC and The 
Rotterdam School of Manage- 
ment with ABN Amro Bank. 

Piyush Mathur, who is cur- 





But if you are not working, | 
the best option for you is to look | 


tutes you've applied to. (Don't ` 
bother with loans from Indian | 


rently doing his MBA at LBS, | 


says: “After all, an international MBA is 
expensive even for native Americans 
and Europeans. Typically, these loans 
do not have any collateral requirements 
and the rate of interest is lower than 
what one can expect to pay in India.” 
The repayment period can be up to 20 
years. Certain banks have education 
loan schemes, e.g., Citibank’s CitiAssist, 
which have collateral and non-collat- 
eral options. However, after the down- 


_ turn in the economy, most banks insist 
| on some form of collateral, like invest- 





ments/properties/guarantees, 

In the US, the Federal student loan 
programme (called Stafford loans) is not 
available to international students. But 
you could take a loan from the bank 
your school has tied up with. For this, 
you may need a guarantee from a resi- 
dent American. Check the specific 
needs of a school before you apply to it. 
Banks generally require a credit check of 
both the student borrower and the co- 
signer. Schools with loans (covering 
100% of tuition plus living expenses) for 
international students that do not re- 
quire an American co-signer are: Whar- 
ton, Kellogg, Harvard, MIT, Michigan, 
Columbia, Stanford and Yale. Others of- 


fer partial loans without the co-signer | 
clause. These include Duke ($30,000/ | 


year), Cornell ($23,000/year), Chicago 
($35,000/year), NYU ($30,000/year) and 
Tuck ($30,000/year). International stu- 


dents also need to provide a copy of | 


their visa (some banks insist on a partic- 
ular type of visa, like the F-1). 

Piyush sums it up when he says that 
a student should prepare the loan appli- 
cation as ifit were a business case. Think 
what you can offer the bank in terms of 
security/guarantee and keep the docu- 
ments ready if the loan application is 
denied and you want to renegotiate 
with the bank. 

Is merit important for loan eligibil- 
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ity? Only to the extent that it enhances 
your earning potential. International 
students can get merit-based grants de- 
pending on the GMAT score, academic 
achievement and demonstrated skills. 
Scholarship awards vary widely, from 
$1,500 a year to full tuition. At New York 
University, 20 students are awarded full 
tuition on merit every year. Others like 
Stanford offer only need-based awards 
(the course fee minus his or her re- 
sources). University of Michigan Busi- 
ness School chooses to offer merit- 
based or need-based awards from its 
$5-million annual scholarship. 

There is another option: MyRichUn- 
cle.com. It works like a venture capitalist 
and is an innovative alternative to the 
loans that banks give. The company 
gives you a grant, which you agree to re- 
pay at a percentage of your future gross 
income for a certain number of years. Of 
course, not everyone automatically 
qualifies for the grant, and loan 
amounts and repayment terms vary 
from individual to individual. * 
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Improve your margins 


EBI now allows you to borrow 
money to invest in the stockmar- 
kets. That’s what the recently intro- 





Š 


duced margin trading is all about. Till | 


now, you needed deep pockets to buy 
stocks worth, say, Rs 1 lakh. But now you 
can borrow up to 50% of the purchase 
value of the stock from your broker. If 
the stock price gains by, say, 20%, you 
make profits of Rs 20,000. That's 40% 


gains on your Rs 50,000 investment. If | 
| balances. Margin trading will initially be 


you make the full payment, your gain 
would be just 20%. 

The high returns also carry high risk. 
If the value of your holding falls 
by 20%, i.e., by Rs 20,000, 
your loss magnifies to 
40% based on the initial 
outlay of Rs 50,000. And 
the balance in your mar- 
gin account with the 
broker falls to Rs 30,000. 
The broker, apart from 
the initial margin, can 
ask for a maintenance 
margin of40%. Soyou mem 
have to shell out v =5 















Rs 10,000 to shore up your margin ac- 
count balance to Rs 40,000 (40% of Rs 1 
lakh). In case this margin falls below 
30%, the broker can sell your shares. 

In a consistently rising market, mar- 
gin trading seems lucrative, but in a 
volatile market, investors may have to 
bear higher losses to meet higher mar- 
gin needs. Though margin trading is 
akin to badla, the regulator maintains 
that the new norms have checks and 


allowed in 150 stocks. Only brokers with 

a minimum net worth of Rs 3 
crore can offer it. They 
can lend up to five 
times their net worth. 
“These conditions will 
make sure that trading 
operations are smooth, 
but, finally, it’s the in- 
vestor who has to be 
cautious,” warns Sanjay 
Dutt, managing direc- 
tor, Quantum Securities, 
abrokeragehouse. W 

RACHNA MONGA 


ANAND SINHA 





Calling pravasi investors 


LOSE on the heels of the Pravasi 
Bharatiya jamboree, four asset 
management companies have 





C 


lined up NRI-specific mutual funds. SBI 
Mutual launched the Magnum NRI 
Scheme on 15 December. Others have 
filed offer documents with Sebi. Once 
they get the nod, expect more to follow. 
Just how big is the market for NRI 





plans to invest in corporate bonds with 
one-year maturity.” Meanwhile, Re- 
liance Capital (through its NRI Equity 
scheme) and SBI Mutual (in its FlexiAs- 
set Plan under the Magnum NRI 
scheme) have an equity option avail- 
able; 10-80% of the portfolio would 
consist of equities. Eventually, where 
MEFs score over NRE fixed deposits is 


mutual funds? Net NRI deposits in that they are tax-free. B 
2002-03 totalled $2.8 billion, according IRSHAD DAFTARI 
to CMIE. Mutual Funds nat- 

urallylook to grab a slice of Wooing the overseas Indian 

this pie through short-term NRI funds investment (Rs) ___ load (%) 
debt funds with growth and 10,000 





dividend options. Says San- 
jiv Shah, executive director, 
Benchmark: “We are pri- 
marily looking at short-term 
debt instruments for our 


Benchmark NRI 10,000 ` 
Reliance NRI Equity 50,000 
Cente iM a 50,000 
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PLEASING THE GREYHEADS 
While Yashwant Sinha’s last 
Budget wooed senior citizens 
with a ‘Varishta Pension Bima 
Yojana’, Jaswant Singh’s mini- 
Budget hopes to strike a more 
emotional chord with the grey- 
haired populace. The FM 
stresses that providing a life 
of dignity to senior citizens in 
the country is a top priority of 
the government and, hence, 
the introduction 
of a Dada-Dadi 
Bond from 1 
April 2004. Un- 
like the Varishta 
Pension Yojana, 
where the eligi- 
bility is 55 
years, all those 
grandparents 
who have 
crossed 60 years can sub- 
scribe to the new bonds. 
Though the finer details of the 
scheme haven't been laid out 
yet, it’s a given that the inter- 
est rates on these bonds will 
be higher than the prevailing 
market rates. 

The single premium Var- 
ishta Pension Bima Yojana of- 
fers a fairly lucrative interest 
rate — 9% per annum over 15 
years. This means that a maxi- 
mum premium of Rs 2,66,665 
entails a monthly pension of 
Rs 2,000 per month. But it 
needs to be seen whether the 
Dada-Dadi Bond scores over 
the Varishta plan as the FM’s 
document points out that ex- 
isting saving instruments will 
be modified if necessary. Ë 


HEMANT MISHRA 





CALL YOUR FRIENDS 

Are you an ICICI Bank account 
holder? Then time to get your 
friends to the bank as well; 
they could be your ticket to a 
holiday in Switzerland or 
Malaysia. ICICI Bank is doling 
out freebies to a few lucky ac- 
count holders if they can get at 
least five people to open an 
account and avail of ICICI 
Bank’s retail services. Up for 
grabs — a holiday to Switzer- 
land for four, a vacation in 
Malaysia for two, a holiday in 
Munnar for two, besides ICICI 
Gold Coins, watches and Trav- 
eljini gift vouchers. What are 
you waiting for? 


*Fund reopens every quarter. Load in intervening period. 


NEERAJ TIWARI 


NRI Funds. Benchmark 
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Fossdoin M 


midnight. 


Freedom to visit your bank. 


Visit 


* Download application forms 
¢ Open a new account 
¢ Order your chequebook 


+ Open / Renew fixed deposits 

+ Transfer funds to identified accounts 
* Request for draft issue 

+ View your accounts 


* View your accounts in different branches 
through linking facility 








State Bank of India 


With you - all the way 


www.statebankofindia.com 








+ Online Customer Support available 





+ Credit your PPF a/c at the branch online 





+ Set up SMS alerts 





* Access product information } 





+ Bill Payment (e-Pay) 
+ Online railway reservation (e-Rail) 


¢ Pay SBI Cards 
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ITH the stockmarkets on 
fire, everybody from analysts to in- 
vestors is trying to find out the ‘value’ of 
the stock, whether at a given price, it is 
cheap or expensive. Basically, the value 
of a share should be the sum of the cur- 
rent value of the company and the prof- 
its it is expected to make. The easiest, 
though not the most effective, method 
used to determine ‘value’ is to compare 
the current market price of the share 
with some financial aspect. So there are 
comparisons of price with sales, book- 
value of the share, or earnings. Compar- 
ing these ratios with historical ratios, in- 
dustry ratios, ratio of benchmark 
indices like the Sensex, etc., gives us an 
indication of the relative valuations. The 
price-earnings ratio (P-E) is a popular 
valuation measure used by investors. By 
dividing the price of the share with the 
earnings per share (EPS) of the last four 
quarters, you get the shares value in 
terms of ‘times the years earnings. For 
example, Reliance, with a price of 

Rs 570, is trading at 17.5 times its earn- 
ings per share. This reflects that the in- 
vestors think that this share is worth 
multiple earnings. Ifthe investors be- 
lieve that earnings will grow at a faster 
rate, they might be willing to pay more. 
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Using The P-E Ratio 

Now, let's go back to the Reliance example. What do you compare the P-E ratio of 
the Reliance share with? All companies are different and each company has several 
unique features. Consequently, the P-E ratio becomes a very rudimentary tool. 
However, despite this shortcoming, it is widely used. 

For one, you can compare a company’s P-E with the P-Es of similar companies 
and see how it measures up against them. Ifa P-E indicates that a company is ex- 
pensive or cheap, then there are likely to be good reasons for it. 

A dominant market player would command a premium. A company whose 
earning growth is expected to be very high would be priced higher as investors 
would have taken that into account. But during a bull run or a bear hug, the entire 
industry is over- or undervalued. So the benchmark you're using might not bea 
good measure. Like during the 1999-2000 technology-led boom, comparing the 
tech stock P-E with the P-E of the BSE IT index might not have been useful since the 
entire industry was overvalued during that phase. 

You should compare the historical P-Es of a company with its current P-E. But 
make sure that the company has not changed fundamentally. Ifa company has ac- 
quired other businesses, which have different growth prospects, or it has sold offa 
sick unit, then a comparison with its historical P-Es must be taken into account. 

Another way to use P-E ratios is to compare it with some indices in the same 
way as ratios are compared to the industry ratio. They can also be compared with 
the general market indices like the Sensex or the BSE 100. The P-E of the indices are 
available on the Net. They help in judging relative valuations. For example, to eval- 
uate a mid-cap stock, compare its ratio with the P-E of the CNX Mid Cap 200 index. 

In P-E, price reflects the market's perception of the shares value and the earn- 
ings are actual performance. But it is important that the earnings you are using 
here is based on added up earnings of last four quarters and not of the last-avail- 
able audited accounts. This is because in January 2004, using P-E based on earn- 
ings for the year ended 31 March 2003 is considered inferior to using four quarters’ 
earnings up to December 2003. 

Many factors affect earnings. A company could have a bad year orit might have 
executed a big order in the current year. While all this will see the earnings dive or 
shoot up, it might not have long-term implications when looking at the company’s 
valuations. That is why other ratios are also used in conjunction with the P-E ratio. 


Earnings Yieid 

Earnings yield is the inverse of P-E, i.e. earnings per share divided by the share 
price. A high earnings yield would mean a cheap scrip, while a low earning yield in- 
dicates an expensive one. It makes earnings yield easier to comprehend. The BSE 
Sensex’s P-E of 19.90 indicates that its earning yield is 5.02%. 


Price-Earnings Per Share Growth Ratio (PEG) : 
As an investor, you hope that the earnings would grow. So you should also look at 
the P-E-G ratio, which takes a look into the future. It is computed by dividing a 
stock's forward P-E, or its P-E based on consensus analyst or a research agency's 
earnings estimates (what the market experts expect the company to earn over the 
next 12 months), by its forecasted earnings growth rate (the rate at which analysts 
expect the company to grow). 

P-E-G ratio = forward P-E/expected growth rate 

Unlike P-E, it assumes that earnings will grow at a certain rate. By taking future 
EPS into account, one could judge if the current price is cheap or expensive. s 
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The dance of the Gods, 
ina setting that's as dne 



















Mamallapuram Dance Festival 
Jan. - Feb. 2004 


In the ancient seaside city of 
Mamallapuram, the incredible 
monolithic rock sculptures form a 
setting for one of the most memorable 
and popular dance festivals in the world. 
As you sit before this unique open-air 
‘stage’, created 13 centuries ago by the 
Pallavas, you will be treated to an 
unforgettable aesthetic event - with 
performances by the finest exponents 
of Bharatanatyam, Kuchipidi, Kathakali 
and Odissi. 





DIPR/DIS/67/04 


For details on TTDC's attractive package tours with excellent accommodation and transport facilities, 


# N please contact: TTDC, Tamil Nadu Tourism Complex, Wallajah Road, Chennai - 600 002. India. 

; N Ph: 91-44-25388785/25361640. Fax: 91-44-25382772. E-mail: dir-tour@tn.nic.in, 

`. j website: www.tamilnadutourism.org Call: Chennai 91-44-25389857 * Mumbai 91-22-24110118 . 
duo * New Delhi 91-11-23745427 * Kolkata 91-33-24237432 * Goa 91-832-2226390. Visit us at www.tn.gov.in 
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T the outset, let me say that 
most of us should be happy 
with the finance minister for 
exempting many assessees 
from filing income tax 





‘salaries, who have no other source of 
income and for whom tax at source has 
been deducted, shall not be required to 
file IT returns. Pensioners, i.e., persons 


for whom pensions are the only source | 


of income and whose income does not 
exceed the taxable limit shall also be 
exempted from filing returns if they sat- 
isfy at least one out of six identified eco- 
nomic criteria. 


These changes seem to be applica- | 


ble for the current financial year (ending 
31 March 2004) as these are procedural 
changes. This is because, according to 
the press note released by the finance 
ministry, the new procedures are to be 
implemented from 1 April 2004 and 
since filing of returns is a procedure, any 
return filed on or after 1 April 2004 shall 


follow this procedure. Therefore, re- | 


turns for the financial year ending 31 
March 2004 need to be filed according 
to the new procedure. 

One shortcoming in the proposed 


law is that an employee should have an ` 
income from salary up to Rs 1.5 lakh but | 


no other income. Therefore, if an em- 


ployee earns interest on his savings | 





returns. According to the | 
announcements made by the minister | 
on 8 January 2004, employees earning | 
up to Rs 1.5 lakh under the head | 
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Going easy on TDS 


bank deposit account of Rs 100, then he 
shall be required to file returns even 
though this interest is deductible under 
Section 80L of the Income Tax Act. This 


cannot be the spirit or the intention of | 


the law. Most employees have National 
Savings Certificates and bank accounts 
on which interest will arise. Therefore, 


the government should clarify that ifan | 
| Computation Of TDS On Salary 


assessee earns interest income as re- 
ferred to in Section 80L that is fully de- 


ductible under that section, then such | 
an employee should be exempted from | 


filing returns provided, of course, his 
salary does not exceed Rs 1.5 lakh. If this 
clarification is not issued, then the ex- 


emption from filing returns will make | 
little difference as most employees earn | 


interest income from banks on savings 
bank deposit accounts. 


that this proposal, too, is relevant for the 
financial year ending 31 March 2004. 

As the end of the year approaches, 
many of you would be concerned about 
the tax deduction at source on your 
salaries. So if you are wondering how an 
employer calculates the TDS, here's the 
basic computation. 


Any person who is responsible for pay- 
ing income chargeable under the head 
‘salaries’ has to deduct income tax on 
the estimated income of the assessee 
under the head ‘salaries’ for the finan- 
cial year 2003-2004. The income tax has 
to be calculated on the basis of the in- 
come tax rates applicable to an individ- 
ual and shall be deducted at an average 


| rate at the time of each payment. No tax 


Another welcome announcement 


by the FM is in the case of concessional 
or interest-free housing loans given by 
the employer. The ministry has pro- 
posed that for calculating the value of a 
perquisite, the rates of interest for hous- 


will, however, be deducted at source un- 
less the estimated salary income, in- 
cluding the value of perquisites, for the 
financial year exceeds Rs 50,000. 

The table on the following page 


| shows how the TDS is calculated. 


ing loans, etc., be brought down to the | 


level of prevailing market rates. The 
amendment seems to be applicable 
from the date when this rate shall be no- 
tified. However, according to the press 


| note, even this is a procedural change to | 


be implemented from 1 April 2004. | 


Therefore, one view could be that since 
perquisite valuations are done after the 
year-end, the reduced rate will also ap- 
ply to the financial year ending 31 


March 2004. One will have to wait for a | 


clarification from the government on 
this issue also. 

Further, it is also pro- 
posed to allow salaried class 
taxpayers, professionals like 
doctors, chartered accoun- 
tants and others to furnish 
paperless income-tax re- 
turns. For this, the govern- 
ment will allow direct filing of 
returns via the Internet using 
digital signatures. It appears 
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The following two issues merit consid- 
eration with regard to TDS: 

(i) If the employer deducts a higher TDS 
than required during the financial year, 
the employee will have to file the IT re- 
turn claiming a refund of the excess tax 
deducted. But if the employer has not 
yet deducted the tax of other employees 
for the rest of the year, then the em- 
ployer can adjust the excess tax de- 
ducted from one employee against 
what it needs to deduct from other em- 
ployees. The employer shall then refund 


Monthly TDS 
can be avoided. 
First, declare 


you will make 
investments; 
later, give proof 
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the excess TDS deducted to the first em- 
ployee. If, for example, till February 
2004, the employer deducts a tax of 
Rs 25,000 at source from the income of 
employee X while the TDS works out to 
only Rs 20,000 for the year ended 31 
March 2004. Since the employer can file 
the TDS return of salaries by 31 May 
2004, the employer can show the excess 
TDS of Rs 5,000 in the TDS of another 
employee Y for the month of March 
2004. He can then deduct Rs 5,000 from 
the salary of employee Y and refund 
Rs 5,000 to employee X. Such adjust- 
ment is not permitted if the TDS of all 
the employees till 31 March 2004 has 
been deducted and already paid. 
(ii) Is it possible for an employee to 
make all the investments referred to in 
Section 88 in the month of March 2004? 
The answer is yes, but, practically, the 
employer will agree to this only if the 
salary of March 2004 is equal to or more 
than the rebate under Section 88. In 
such a case, an employee must give a 
declaration to the employer that invest- 
ments will be made in the month of 
March 2004 and must furnish proofs of 
the investments before the salary of 
March 2004 is paid. 
Can the losses from other heads be 
considered while calculating TDS? 
Only losses under the head ‘income 
from house property’, and no other 
losses, can be considered while com- 
puting the taxable income of the em- 


their accounts audited can file their in- 
come in Form-2D. Assessees having in- 
come from business or profession and 
whose accounts are required to be au- 
dited have to file their returns in Form-2. 


the assessee. 
Form-16, if any. 


@ TDS certificates in Form-16A in their 
original form. 


_ E Original advance tax challans. 


_ original form. 


ployee for calculating TDS. Thus, if an | 
employee discloses to his employer that 


he has incurred a loss of Rs 1.5 lakh un- 
der ‘income from house property’ be- 


loan, then credit for the same has to be 
given to the employee while computing 
the tax deductible from salary at source. 


Documents To Be Attached While Filing In- 
come Returns 


An individual filing his returns of in- 
come is required to file the following 
documents along with his returns: 

@ Tax return form duly filled and 


signed. A salaried class taxpayer having | | 
_ closes all his incomes to the employer so _ 
_ that the same can be considered while x 


no business income and no income un- 
der the head ‘capital gains’ has to file his 


E Photocopy of proofs of investments 
entitled for rebate under Section 88. 
E Mediclaim premium certificate, do- 


nation receipt, etc., as proof for claiming ` 


deduction under Chapter VI-A. 

M@ in case of loss under the head ‘in- 
come from house property’, certificate ` 
of interest on housing loan is also to be | 


paanan nner diaaa RO iI te A nanma Ir el eh sana a aa: 


How TDS is calculated 


| | Estimated salary for financial year ending 31 March 
_ 2004 including all iia le after standard deduction 


————Ñ.Ñ AEREA REAR ck tar BOI OR I AAE EA AEEA HRP PSHE RY AENA AA AM Redd eto 


enclosed with the income returns. 


cause of interest payments ona housing | 


returns in Form-2E. Other individual | 


taxpayers who are not required to get 


| ployee for the purposes of calculating | 


Tax is payable in advance during any fi- 
nancial year ifthe tax payable on the to- 
tal income of the assessee, after deduct- 


the employer is Rs 5,000 or more. 
Hence, itis better ifan employee dis- 


computing the total income of the em- 
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x to pay any advance tax as 
x other incomes would also bed 
_ at source by the employer. 
@ A statement of total income showing Reducing The Tax Liability Or 
the computation of total income of | 
_ is possible you have: 
W Salary certificate of the assessee in ` 
_ pay taxon the capit 
gains you have mad 
_ you sold the shares 
_ for 12 months atlea 
_W@ Self-Assessment Tax Challan in its 


_ on the same day in the nz 
_ member of your family. TI 
_ is that you can then set 9 


ARE er Het he nin unninn aaa aAa a iaia iaa e sac Ña 


Less: Rebate under Section 88c in case of women 


TDS. That way, he shall not be req: iired 


























Because the share m 


shares you hold and 


duce the tax liabilit 


(i) Suppose you alse s 
_ which are quoting r= 
_ chase price, and you: o 
_ them till the price ris ’ sell 

these shares and buy! ares 


from these shares ag 





wawana aa ea tN RAS HOY mE RRA A HHA 


We tala nee aaaea AA PME AL INR SOY NOW E EEE: 


| capital gains you made on the others. 


: _ This can be doné whether the shares 
_ Payment Of Advance Tax By Salaried Class _ 


_ you are selling at a loss are held for more 
_ than 12 months or for 12 months or less. 


This is because the law permits losses, 


_ both short-term and iong-term, to be 
_ set off against long-term capital gains. 
ing TDS, is Rs 5,000 or more. In the case ` 
of a salaried class taxpayer, on whose ` 
salary TDS is deducted by the employer ` 
and who also has incomes from other | 
sources, advance tax would be payable | 
if the difference between the tax on his | 
total income and the tax deducted by | 
_ can beclaimed under Section 54ED. @ 


(The above planning is possible for 
short-term capital gains only if the loss 
on the shares is short-term). 

(ii) You can save on capital gains tax by 
investing the long-term gains in the 
public issue of a company within six 
months of the transfer. The exemption 


u — EAA I BASRA awa E AA APRON RAR EURO ene cS AASE awan Need AA aa penny iss Sw" ated NA bene 


Vinod Gupta is a practising chartered ac 
countant and a tax expert. Send your queries 
to tax@bworidmail.com. Queries and 
general issues are taken up in the column. 
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Fund of funds 





MFs are launching ‘fund of funds’ 
(FoF) schemes? Will it be wise to 
invest in them? 

FoF is a mutual fund (MF) that invests in 
other MEFs. Just as a fund invests in 
stocks or bonds on your behalf, an FoF 
invests in other MF schemes. It is a bas- 


ket of MF schemes that can also choose | 


to invest in equity and debt schemes, 
depending on its investment objective. 


These schemes can belong to the same | 


MF as the FoE or to different MF houses. 


At present, FoFs offered in India in- | 


vest only in the schemes of their own 
fund house. Just like other MF schemes, 
an FoF will also have its expenses. Regu- 


lations permit an FoF to charge up to | 


0.75% as expenses. If this is added to the 


2.5%, the maximum expense ratio that | 
an equity fund can charge, then the total _ 


cost of this offer can be as high as 3.35%. 


Expenses will, however, be the only | 


area where an FoF will be charging any- 
thing extra. Costs will be levied only 
when the investor buys into an FoF In- 
vestors will not be charged when the 
FoF itself invests in other fund schemes. 

The biggest advantage of an FoF is 
that it enables tax-efficient asset rebal- 
ancing. If an investor tries to rebalance 


his own fund or stockholding, then he | 


has to pay the applicable capital gains 


tax. And ifthe gains are short-term, then | 


the tax can be as high as 30%. But an FoF 
by virtue of its being a MF scheme, is ex- 


empt from capital gains tax on its inter- | 


nal transactions. So when an FoF rebal- 





| withdrawal plan (SWP) for 





ances to maintain its stated allocation 
between equity and debt, there is no el- 
ement of capital gains tax. 

FoFs are also convenient to handle 
as they reduce the number of funds that 
have to be managed. There is just one 
folio and one net asset value to track. 
With asset rebalancing built into them, 
these funds automatically carry out one 
of your major responsibilities — shifting 
between equity and debt according to 
your predecided asset allocation. 

At the same time, one will have to 
monitor the performance of the under- 
lying schemes. If these are not doing 
well, then your FoF will go nowhere. 
While the currently available FoFs spec- 
ify the schemes they invest in, a situa- 
tion could also arise where they could 
change the underlying sche- 
mes from time to time. This 
will call for even more careful 
examination to check whe- 
ther the FoF is sticking to its 
investment objectives. 


You will get dividends if you are in the 
dividend option of a fund. The fre- 
quency of the dividend payout will de- 
pend on the fund and there is no guar- 
antee on the frequency or the amount of 
the dividend declaration. 

Most funds offer the facility of direct 
credit. Here, dividends or other pay- 
ments are credited directly to your ac- 
count and you receive them within a 
day or two of making the request. 


What is meant by ‘trailing returns’ 
and ‘record date’? 

Returns are the gains or losses you make 
on your investment. If your investment 
in a MF has grown by 15%, then this 15% 
is your return. On a less pleasant note, if 
your Rs 1,000 investment is currently 


The biggest 
advantage of 
an FoF is that it 


enables tax- 
efficient asset 
rebalancing 


I invested in a systematic 


a six-month period. Will I 
get other benefits, like 
dividends? What will be 
the frequency of dividends? Will it 
be credited directly to my account? 
if | sell some units, when would the 
money be credited in my account? 

A systemic investment plan (SIP) is a 
planned investment programme which 
takes a small sum of money from you 
and invests it in a MF at regular inter- 
vals. This takes the timing out of your 
hand and allows you to invest regularly. 
Like SIP SWP is an option offered by a 
MF that lets you withdraw part of your 
investment at pre-determined inter- 


vals. People use an SWP to meet theirin- | 


come needs or for tax-planning pur- 


poses. (For more on tax-efficiency of | 


SWPs, see ‘Gilt-edged Funds’, BW, 24 
November.) Dividends are a mecha- 
nism by which a fund distributes profits. 
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| worth Rs 900, then your returns are - 


10%. Trailing returns are the returns for 


| aspecific period ending on a particular 


day. Thus, six-month trailing returns, as 
on 9 January 2004, are the returns gener- 
ated in six-months ending on this date. 
Record date refers to the date on 
which a fund will carry out a specific op- 
eration such as paying out dividends, is- 
suing bonus units, etc. If by this date 
your presence is ‘recorded’ in the fund's 
books, you will get whatever it is that the 
fund is giving out. ei 


Dhirendra Kumar is CEO of 

Value Research, which specialises in 
tracking mutual funds. Readers 

can send their queries to 
personalfinance@bworldmail.com 
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QUITY derivatives were intro- 
duced in India with the launch 


CNX Nifty and the BSE Sensex 





had to wait till November 2001 
to get its first real fillip — the introduc- 
tion of futures on select shares. And in 
2003, while cash market volumes dou- 
bled, the average derivatives volumes 
went up 4-5 times! Today, derivatives 


volumes are twice that of the underlying | 


cash market — and expected to go up. 


Derivatives are financial contracts | 
that get their value from some underly- | 
| usually increases with the value of the 


ing assets. We will stick to equities here. 
Equity derivatives are broadly classified 
into ‘futures’ and ‘options’ (F&O). These 
instruments can be used to speculate or 
to manage risk in the equity markets. 
Equity futures are contracts to buy 
or sell a specified quantity of shares at 
an agreed price on a specific date. Fu- 
tures are traded in lots. Suppose X 
bought Reliance futures (lot size 600) at 
Rs 590 a piece in the hope that the share 
price will go up. Ifon the date of ex- 
piry of the contract the market 
price turns is Rs 550, X will incur a 
loss and end up paying Rs 2,400 
(Rs 40 x 600) — the difference. F&O 
contracts are generally settled in 
cash by paying the difference. 
Equity options, on the other 
hand, offer some flexibility. The 
buyer has a right, but not an oblig- 
ation, to buy or sell shares at a spe- 


of index futures on the S&P | 


in June 2000. But the market | 





NA 


r NIN 


Personal finance 


Reduce the risk 


cific price (exercise price). The option 
buyer will use this right only if the prices 


are favourable to him. But the option | 
seller (also called option writer) hasan | 
obligation to buy/sell the asset at the | 


specified price if the buyer exercises this 


right. For bearing this risk, the seller gets | 


a fee or 'option premium' from the 
buyer. Options are mainly of two types 
— call and put. 


A call option gives the holder | 
(buyer) the right to buy a number of | 


shares at the strike price on or before ex- 


| piration date by paying an option pre- 
mium. So, if you believe that a share 
_ write a call option. The risk-reward ex- 


price will go up, you can buy a call op- 
tion by paying the premium. If the share 
price goes up you make a profit (after 
covering your premium cost). If the 
share price falls, you don't exercise your 
option and your loss is limited to the op- 
tion premium paid. If you expect the 
price to fall and sell (or write) a call op- 
tion, the option premium you receive is 
your profit in case the share falls. But a 
rise in price will mean a loss (a part of 
which would be covered by the option 
premium). The value of call options 


underlying share. 

A put option gives the holder 
(buyer) the right to sell a specified num- 
ber of shares at the strike price on or be- 
fore the expiration date. In a way, itis the 
inverse of a call option. So if you believe 
that the share price is likely to fall, you 
can buy a put option and any subse- 
quent fall in the share price will be your 
profit. However, if the share price were 


Equity derivatives can help 


individual investors reduce 


their exposure to losses by 


hedging their positions. So 
they help risk management 
as well as speculation 
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to rise, your loss will be limited to the 
option premium. In case you expect the 
share price to rise and sell (or write) a 
put option, the option premium is your 
income in case the share price rises. But 
a fall in price (taking into account the 
option premium earned you) will mean 
aloss and you would have to pay the dif- 
ference to the buyer of the put option. 
So you could either buy a call option 
or write a put option if you expect a par- 
ticular share to rise, but your risk reward 
exposure will be different. Conversely, if 
you believe that the share price is going 
to fall, you could buy a put option or 


posure will differ here too. 

Declaration of quarterly results of 
companies, court decisions and Union 
Budgets are some events around which 


| F&Os can help not only to manage risk, 


but also to punt. One strategy that could 
be used in volatile times is called long 
straddle. Say, Z feels that in the next one 
week the markets will be volatile and 
only after that will take a direction. So he 
could buy a call option and a put option 
on the S&P CNX Nifty, both at a strike 
price of Rs 2,000 at a cost of Rs 20,000 
(Rs 100xlot size of Nifty, i.e., 200). This 
means that on the expiry of the option 
contracts, if Nifty is below 1,900 (2000- 
100) or above 2100 (2000+100), Z will 
make money. However, if the market 
stays within this range, he may end up 
losing a part or all of the option pre- 
mium paid, i.e., Rs 20,000. If Nifty is at 
2300 or 1700 at the expiry of the con- 
tract, he will make a profit of Rs 40,000 
([300-100] x 200). So, Z, rather than 
worrying about volatility has man- 
aged to gain from it. 

That was just one example of 
what you can do with derivatives. 
And that's why it pays to bother 
with them. 


Vineet Bhatnagar is managing 
director of Refco Sify. Send your 
feedback to personalfinance 


Human Resource - recent studies have proved it to be the one asset that can make or mar business fortunes 
like no other. 


Impacting Bottomline Through People - the 34th National Convention of the Indian Society for Training 
& Development (ISTD) will be a unique convention where top-of-the-line industry experts from India and 
abroad will deliberate on how HR programs, activities and interventions influence the bottomline. 


At this three-day meet between January 29 and 31, Concurrent Sessions will also be held to probe a variety 
of practices, tools, techniques and trends in search of the HR - bottomline link. That apart, there will be a 
discussion on Expectations From HR by a star-studded panel of CEOs. 


On February |, a special Training-Evaluation workshop will be held by Dr James Kirkpatrick, Vice President and 


Director of Training and Development, First Indiana Bank, where he will provide a comprehensive step-by-step 
guide to using the Four Levels model devised by his father, Donald Kirkpatrick. 


Impacting Bottomline Through People. At the ITC Sonar Bangla Sheraton & Towers, Kolkata. 
By the end of it, things at your workplace will never be the same again. 





BATES 3P1E03 


37D 
Indian Society for Training & Development 


For the convention itinerary, please log on to 
www.istdhrd.org/natconcal04 





IN ASSOCIATION WITH 


The Telegraph Businessworld 


Play the game 


OVERNITE i 


EXPRESS 





For further details, please contact Mr Khokan Mookerji, Secy. General, ISTD Convention Secretariat. C/o Indian Aluminium Co. Ltd, | Middletor 
Street, Kolkata 70007 |. Tel 9 |-33-22402210, 22809710 (Ext 381), 22472624 (D). Fax 9|-33-22403964, 22478808. Email khokan@indal.co.in 









Based on the information provided, we 
suggest that for the next two years you 
withdraw what you require from the 
debt-based MFs. The assured high in- 
terest rate on PPF may not continue for 
long. Accordingly, you may withdraw a 
lumpsum of Rs 18 lakh from your PPF 
account and invest it in a debt-based 
MEFs at the end of the second year. 
Money invested in a debt fund can be 
easily withdrawn in case of need. The in- 
=» terest from the debt fund will be suffi- 
cient to meet your expenses and your 
capital will remain intact. Assuming 
that your PPF account gives you 8% re- 


THIS time we examine the case of a 
69-year-old looking ahead for the next | 


five years and a young lady executive 
hoping to retire by the age of 40. 


drawal, you will have Rs 14.75 lakh left. 
| Further, it would be prudent not to di- 
lute your equity holding as it would be 
needed to provide the required capital 
appreciation to your portfolio. 


I am a 69-year-old retired person. I 
have Rs 26 lakh in my public 
provident fund (PPF) account, which 
is updated as required. Apart from | 
that I have equity shares currently 


quoted at around Rs 6 lakh and I am a 26-year-old working with an 


Rs 10 lakh in mutual fund (MF) debt MNC. My monthly income post- 
schemes. | need about Rs 1.8 lakh taxes is Rs 25,000. I have a fixed 
a year to meet my expenses. Since outflow of Rs 17,450 towards a 


interest rates are falling, should | 
withdraw Rs 2 lakh per year from 
my PPF account (interest at the 
current level of 8%) or leave this 
untouched and sell my holding in 
debt-based MFs depending on my 
requirement? 


| home loan for the remaining tenure 

of 17 years. l expect my income to 

| rise by 10-15% each year. I have no 

| savings apart from insurance (an 
outflow of about Rs 50,000 per 

| annum). | would like to retire at the 

age of 40. I have been advised to 

invest in real estate apart from 





M.M. Gurbaxani 


Holding In tence Matias | Funds 


10,00,000 1,80,000 


8901000 1,80,000 


25,72,300 1,80,000 


27, 12, 361 1, 80, 000 


29,86,426 


0 1,80,000 
Total portfolio as on 1 January 2009: Rs 56,46,363 


Interest: 7% anok ) 
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anit decisions 


turns for 2004 and 7% for the next four — 
years, taking into account the with- | 
_ atic investment — at 8.5% return — you 
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mutual funds, securities and 
insurance as income from rent 
increases with inflation. Will I be 
able to maintain my lifestyle? 
Nimisha 


As per the information provided, we 


have prepared a model for you (See 
‘Model Fund Flow Sheet). 

We have assumed that your monthly 
inflow is net of your household ex- 
penses. And with a rise in your income, 
there won't be any change in expenses. 

But with the given information, we 
understand that when you retire you 
will have a corpus of about Rs 82,26,655. 
This amount might seem unrealistic, 
but with careful and disciplined system- 


can reach this target. We have assumed 
you to be a moderate investor, i.e., you 
invest 70% of your total portfolio in debt 
(at 7-8% interest), 20% in equity (at 15- 
16% interest) and the remaining 10% in 
liquid funds (at 3-4% interest). 

So even if you retire at the age of 40, 
your portfolio will be able to generate 
sufficient return so that you can con- 
tinue to maintain the same lifestyle. 





Rajiv Bajaj is the managing director of 
Bajaj Capital. These are his personal views. 
Readers are invited to send their queries on 
financial planning to 
personalfinance@bworldmail.com with 
‘Financial Planning in the subject line. 
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pte A N Sa RR a E E A E a Oe 
| Sensex & BSE 500 | 
| 120) 115.71 (6,194.12 pts) | 
| 1154 
: 

| 110 114.90 | 
| 1054 (2,498.10 pts) | 
| 1001 MESE500 | 
1 95 | W Sensex | 
i | Values rebased at 100 
aS anna u a asss 
| 15 Dec 03 _ 14 Jan 04 | | 
Other Indices 

Broad 


indices wth 
BSE 100 : 
BSE 200 
CNX Midcap 


CNX 500- 






Change 
tyri 





EI AE PA EEE EA A E 


| Fastest rising sectors 


| 459.42 | 
——————— 


i 
i 
| BANKEX aml 21.50 
| 
| 
|% 


8 12 ¿oils 
436 Ot W 1 months 
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160 150 
Period ended 14 Jan 04 | 


punuan pinn ee tna npn asan a aain apa au rrr Yeh 
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BSE CD 
BSE Hü*** 
BSE iT 
BSE FMCG 


Gold 


6,305 
(In Rs/10 gm) 





— Y 


x 42Dec03 13 Jan 04 | 










Change 
mth f) 


Change 


Value 1-yr {%) 


indices 
DOW Jones 
FTSE 100 

Nikkei 225 


Straits Times 


Closing figures < as on 14 Jan 2004 except for world indices, which are for the p previous lš day *Capital goods **Consumer durables ***Healthcare 


Sector Watch 


Infotech (8sE IT shares with lowest P-BV ratio) 
PEV O 


Hea Ithcare (ese Hc shares with lowest P-BV ratio) 
Price (Rs) 


Change (%!} 





| Price IRs} 


Pentasoft Tech. 
S 

GTL 

Meistar info. Tech. 
Mascon Global 
Trigyn Tech. 
Orient Info. Tech. 
Kale Consultants 
Sonata Software 
Moser Baer 
NUT 


Silverline Tech. | 
Rolta india 
Tata Elxsi _ 
Hinduja TMT 
Nucleus Software 
Tata Infotech 
Sonata Software 
Visualsoft Tech. 
Zensar Tech. 
Mastek ` 


Closing fires as on 113 pe 2004 


Change ('4) 


Lmonth 1 year 
















Morepen Labs _ 
Kopran 

Krebs Biochem. ` 
Ambalal Sarabhai 
Alembic 

Elder Pharma. 
Orchid Chem. 
Arvind Remedies 
Unichem Labs 


Torrent Pharma 


Morepen Labs 
Krebs Biochem. 
Abbott india 

FDC 

Unichem Labs _ 
Torrent Pharma. ` 
Panacea Biotec 
Merck " 

Novartis india 
German Remedies 
Apollo Hospitals 
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Yield [5] PE 








Source: BW research 
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Assets Return 
fis crore} {eyr 


EQUITY: DIVERSIFIED 


HSBC Equity 
Franklin India Prima 
ag ae a 
< ` 
Franklin India Biuechip — 
Prudential ICICI Power 


tyr SIP 3yr Return Return 





w pima n AE Aan TSA, 


ch of the scheme 


Bost ier Worst tyr 
retum return 


Goi A Sasa woot SEE, sa 


Retura Return 
iy SIP byr 


Composition Return 


Scheme lequity:debt) tyr 


HDFC Prudence 

Tata Balanced 

Canganga 
Mance 95 o 

Birla Balance — 
Franklin India Balanced 
Prudential ICICI Balanced 


Maaya metek me maa nanan aucun aaa dmana ye me Danaa 22 AN ma u 








eniin teui EE 21 an. ho; E E nba an 


Best and worst returns calculated since launch of 


the scheme 


| Return Return 
lyr SIP 3yr 


Return Return 
-mth lyr 


Expense 
ratio 


Avg mati 
tity irs) 








DEBT: MEDIUM-TERM 


HDFC income 
HDFC High Interest 


Templeton india Income 


ART rg mn MEE DANAE AD ANAA wa aN AN VEE RRA rtea t was ge efi saw ak Manan 


Return Return | 
i£ SIP ay Ñ 


Return Return 
6-mth tyr 


aS Composition Ave mata- 
Scheme fequity:debt) rity tyes) 


HYBRID: MONTHLY INCOME PLAN 


Alliance MIP 5.02. 
FT India MIP 
Tata MIP 
Magnum MIP-DQ 











Returns as on 12 January 2004. Portfolio data {asset size and expense ratio) as on 

31 December 2003. Fund returns (in %) are annualised figures, except for the 6-mth period 
(absolute). Schemes with the largest corpus (and not having a single investor with >25% of 
holdings) are ranked in order of 1-year returns. SIP (Systematic Investment Plan}: Returns on 
Rs 1,000 invested on the 10th of every month in the scheme for the last 12 months 
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Return Return Best L-yr Worst lyr 








TOP 10 SHARES BOUGH 
Reliance industries 
p a 
| Tata Iron and Steel Co. M 
on aa 
"Indian Oil Corporation 
Ste! Autor on — 
_ Hero Honda Motors — 
S Grasim industries 
S Hindustan Lever 


TOP 10 SHARES SOLD 
| Digital GlobalSoft 






| Uniphos Enterprises 


_ Gujarat Ambuja Cement 


x Aurobindo Pharma _ 
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MF ACTIVITY IN DECEMBE 










Company 








Bank of Baroda 






Sun Pharmaceuticals 


IBP Co. ` es 


Data based on Nov-Dec 2003 portfolios of ali 
open-ended mutual funds except UT! MF 


ANA ees Anne: NIM LAE a AAAA A AENEAN MTA AR RENO ee Foes SARS YENI EAE NS AEA 


E l 
| Funds with 
| : 


highest exposure to: 


Automobiles 


4 
ł 
i 
i 
i 


' 26.97 












a es MEA 
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Industries 





Sun F&C 
Res. india 
Equity 


Franklin 
india ; 
Prima 


Technology | 





83.93, 





BER 





Qasam ang SIRES USSR eee a uqa 


Chola ING Vysya 


Select 


Hiria india 
Opportunities Opportunities 


le on 31 December 2003 
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Source: Value Research india 
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Small Savings 
| ` Returns: Min. & Max. Amt Maturity period 








Public Rs 500 p.a/ Interest is tax-tree 
Provident Rs 70,000 ^ and deposit eligible 
Fund for rebate u/s 88 
National Rs 100/ Rebate u/s 88 and 
Savings no limit interest eligible for 
Certificate deduction u/s 80L 
Kisan Vikas Rs 100/ Nil 

Patra no limit 

Post Office Rs 6,000/ interest deduction 
Monthly Rs 3 lakh* u/s 80L 

income 

Scheme u 

Post Office Rs 10 per interest deduction 
Recurring = month/ u/s 80L 

Deposit — no limit 

RBI Tax- Rs 1,000/ Interest is tax-free 
Free Bonds no limit 

trigu ai are interest rates per ee o a For joint account REG lakh o P Double SONEN 8 years, 7 months “ Eligible for rebate u/s 88 
Bank Fixed Deposits 





46-60 days 61-90 days  91-179days  Gm-lyear 1-2 years 





Centurion Bank 5.50 6.50 

Global Trust Bank 5.25 6.00 

Federal Bank 5.25 5.50 

UTI Bank 4.50 5.50 | 

Allahabad Bank 4 4.75 5.25 

Figures are interest rates per annum in n percentage ‘Source: Bank websites 


se a Fixed Deposits 





Head office 





-Rate of interest (%) Interest payment options and minimum amount 
Manufacturing Companies 
Unitech 

Singer india 

Surya Roshini 

Triveni Engg Works 
Central/State Companies | 
Kerala Trans, Dev, Fin. Corp, 
T.N. Power Fin. & infra. Dev. 
HUDCO 


Sardar Sarovar Narmada Nigam 
Finance Companies 

Escorts Finance 

First Leasing Company of india 
Ashok Leyland Finance 
Mahindra & Mahindra Fin, Services 


M: ‘monthly: Q: quarterly; H: half- yearly; y: yearly; C: Cumulative othe Í uros: are in Rs i Source: Bajaj Capital 
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Health Insurance Your Insurance 


{For Rs 1 lakh Premium comparison for basic Mediclain Maximum Max. entry No claim Hospitals å Coverage Ag . 
coverage) insurance policy (Bs) (Entry age} cover Rs} age (years) bonus cored 3 







UU ae Aere Aapan rat ant A Ib Pita a a aasawa AAE 





Term Life Insurance 


Maximuin age 
of entry 


Maximum age Minimum sum 


Policy/insurer at expiry assured 


Tenures possible 












ICICI Prudential CRs 1 lakh 





HDFC Standard Life 5 to 30 yrs “Rs Llakh 

Level Term Insurance ESS Asan S Sl ere ee i 

Max New York Life ee ae ee x Pak Sern 5659 
4 RNS Ay A pa YE | FA 5244. mod 3, i . » AAU l+ Bedak" 

Till Age 60 Policy 510 a 20,28 yr Rs 25 lekn | 220 5,650 x 10,000 2.150 

Birla Sunlife — 6 s Reb kK | | C RHR 

Se 51018.2025 y u Rsa lakh 3460 | 5,450 | 8.790 43400 

LIC Anmol Jeevan -Sto 25 yrs RsSlakh 3,860 7,010 — 11,450 N.A, 


Source: Bajaj Capital 


Your Property 


Delhi Rental and Capital Values Mumbai Rental and Capital Values 


The colonies of South Delhi would lose favour due to developments inthe The development of the Sandra-Kurla and Andheri-Kurla commercial belt 
suburbs. But areas like Westend and Golf Links would Stay indemand and has led to a rise in housing demand. South Mumbal is preferred for high- 




















appreciate in value. Capital values in the suburbs are expected to rise value construction projects. Plots are cheaper in the northern suburbs 
sarees Cama Q Css tation Renal value ent! Capi 

Vasant Vihar (Grade A) 7,000-10,000 Cuffe Parade, Churchgate 

Jor Bagh, Sunder Nagar 10,000-12,000 Malabar Hill, Breach Candy 

Kalkaji Bandra, Juhu 

Gurgaon (Grade A) Powai 

Noida (Grade A) — -1,400-2,000 Andheri | 


Bangalore Rental and Capital Values Chennai Rental and Capital Values 


The present ratio between demand and supply is well balanced but the Like other major cities, the end users have been the key drivers of the real 
increase in the number of projects may put pressure on the capital values estate market here. The increasing local and expatriate population in the 
and absorption levels in the city city has necessitated the development of residential areas around the cry 





Location Rental value lapt) Capital value 


(Rs/monthi iRs/aq. ft) | Location 












Cunningham Road Boat Club 

Sadashivnagar Poes Garden 

Indiranagar — Wallace Garden 

Koramangala olas Notes: Delhi rental rates are for 
Banasankari/Jayanagar Kaikaji (for 1,200-1,800 sq.ft apartments}. Chennai rates are for 1,200-1,8600 
Seer Be Soran ig Aya ar pT ape a — sq, ft apartments and Mumbai rates are for 1,000-4,800 sq. ft apartments. 
Source: Cushman & Wakefield India Research Bangalore rates are for 1,500-1,800 sq. ft apartments 
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Bank HFT name Fis | I T Ë | Prepayment charges 


Home Loans 





interesi (%) EMI(Rs) interest(%) EMI (Rs) % of a 


No prepayment allowed in the first 2 years. 2% from 
3-5 years. No charges after 5 years 


No charges on part- prepayment. 2% charges on 
foreciosure of loan bo ee. Reta oe ee 
None on part-prepayment. 2% charges on amt pre- 
paid and on all amts prepaid in the last 1 year ^ 

No charges on part-prepayment. 2% charges on 
foreclosure of loan 


_ No charges on part- prepayment. 2% charges on 
x | transfer to another fi inancier 


None on part-prepayment. 2% charges on amt pre- 
paid and on all amts prepaid in the last 1 year ^ 


No charges on part-prepayment. 2% charges on 


1,213 transfer to another financier 


No charges on part-prepayment. 2% charges on 


1,218 foreclosure of loan 


No charges on part-prepayment. 2% charges on 
foreclosure of loan 

No charges on part-prepayment. 2% charges on 
foreciosure of loan 

No charges on part prepayment. 1% charge on 
foreclosure of loan- 


1,227 





Ail EMI figures are per Rs i lakh for a Rs 10-lakh loan, *Festive offer rates For ICICI Bank, the festive offer is only for a loan of Rs 10 lakh or more. 
For ABN AMRO, the interest rate is 6% in the first year; 6.5% in the second; and 7.75% from the third onwards. 
**Processing charges; legal charges extra *Processing + mortgage charges ‘*Administrative+ mortgage charges #Processing charge ~ During the last 


one year from the date of final prepayment Statutory and legal charges: Rs 2,400 p.a. 
Rack rates given above are collected from public sources and are subject to variations from borrower to borrower Source: Apnaloan.com 
Credit Cards 


joining. Ancwal Cr, umi Rsi Free ce. Rollover “Cash limit: Accident Gaver is} Cash withdrawal 





fee ifs) fee Rs: Minimum period” int. sp mj (Bs) Road Air charges 







20,0 00, 000 Rs 150 or 2.5%# +2.95% int. | 
15,00,¢ 000 Rs 75 or 2. 5%* +2. 95% int. 
oe 00, 000 _Rs 100 or 2. 5%* +2.95% int. 


uya taa aN eeraa ANA RMR ASA ZAA SES SOA Ai A VAAIA ahenn ELI oy Eu Tu wy YP E SaNay ars an syne nares Ee ene ayaa maawa ete a See Sate 





Takt 10,00,00 7 Rs 150 or 2.5%* + 2.95% int, 


6,00,000 Rs 75 or 2.5%* +2.95% int. 
4,00,000_Rs 150 or 2.5%" +2.65%" int. _ 


10,00,000 Rs 100 or 2.5% +2.79% int. ^ 
4,00,000 Rs 75 or 2.5%* +8% ser. chr. 
2 5% cash advance + 2.5% int. 


O . 400 10,000 2.2: _2.00.000 | ` Rs 30 per r thousand 
Rack rates given above ° Das Whichever is higher *For HDFC a/c holders: 2.45% È Oniy at t ATMs which accept Amex cards Source; Apnaloan.com 


Sos BEREAN 


Banks, insurance companies and others can send their data to personalfinance@bworidmall.com 
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And you thought 
a virus called 


illiteracy.exe 
was not 
an IT problem 





Every once in a while, it is nice to come down from our ivory towers and look 
around. To trade in our efficient and precise programs for a warm pullover. 
To extend our commitment from our industry-leading clients, with commitment 
towards less fortunate fellow human beings. The unlettered, the incapable, 
the homeless. 


At Xansa, all of us believe in such efforts, however small. We believe that 
while we continue to excel in our roles as IT and BPO professionals adding to 
our 800 million dollar balance sheet, seeing a smile break out on even a 
single such face always adds several degrees to the warmth in our hearts. 
And that means a lot to us. 


Maybe that is why people at Xansa like to volunteer for other kinds of programs 
like literacy@home, where we take classes for adults in the evenings. 
Or organise to collect funds for basic amenities at Rajendra Ashram. 


Then there is a computer lab we've set up for Junior Government School, 
Harola, in partnership with India Sponsor Foundation, where we also take 
the initiative to provide appropriate teaching material. Arya Kanya Sadan, 
Delhi and Padma Adarsh School, Chennai also have similar labs for the children 
there. Some of us here prefer more short term efforts, though. Like a mobile 
créche for construction workers’ kids, or the self sufficiency drive that began 
with Braille slates at Amar Colony Blind School, and has today made our 
presence there quite redundant. 


It just makes going to sleep every night so much more meaningful. 


Xansa is an twteraatidsui: basiduQ9: process and T services company. 


For career a m on to www.xansa.com : 
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£” chetan parik 


Wittgenstein 
versus Popper 


HILOSOPHER Ludwig Wittgen- | 





Chetan Parikh is director, 
Jeetay Investments Private 
Limited, an investment 
advisory firm. He can be 
contacted at 
chetan@capitalideasonline. 
com. 


India’s 
earlier 
embrace 
of the 
market 
economy, 
however 
loose, has 
given ita 
financial 
system 
that is 
stronger 
and more 
sophisti- 


cated than x 


_ dissent. A world in which knowledge and inno- 
vation are the primary engines of growth must | 


China’s 








stein’s Tractacus took a low view of 





science, stating that propositional | 
language is good only to articulate | 


empirical and analytical truths, i.e., 


| matters of fact and logic. Ethics and values, 
_ which matter most to us, lie outside its scope. 
| Similar thinking can be found in Chinese phi- | 
| losophy. As philosopher Hajime Nakamura 
_ notes, the Chinese advances pointed to a ge- — 


|, nius for practicality, not a desire for scientific 
_ theory and investigation. And as philosopher 


and sinologist Donald Munro says: “In Confu- 


did not entail some consequence for action.” 


Karl Popper’s theory of the scientific | 


| method and his book Conjectures and Refuta- 


tions contended that the only practicable way 


of expanding human knowledge is by an un- | 
| ending feedback process of criticism. Before 


Popper, it was believed by almost everyone that 


democracy was bound to be inefficient and | 
slow, even if to be preferred in spite of these | 
tails. The economic unravelling will scar the 


| shortcomings due to the advantages of free- 





dom and other moral benefits, and that the | 


most efficient form of government, in theory, 
would be some form of enlightened dictator- 
ship. Popper showed that this was not so. 

The ecology of China, consisting fertile 
plains, low mountains and navigable rivers, 
favoured agriculture and centralised control of 


| society because of the need for irrigation sys- 
| tems. A lack of curiosity also characterises the 
_ Chinese, who in the old days had little interest | 
_ in tales brought to them by foreigners. China | 
| growth which is more sustainable than Chinas. 


| has not dealt with democratisation or the poli- 
| tics of redistribution in a democratic society. 





India’s democracy, diversity, diaspora and | 
_ changes between Popper and Wittgenstein, in 


its linguistic legacy of colonisation, i.e., English, 


| areits greatest strengths. Democracyand dicta- | 
| torship deliver discipline in different ways — 
one through the discipline of the ballot boxand | 


the other through the discipline of silencing 











be tolerant of sharp differences in opinion. In- 
dia’s linguistic, religious, ethnic and cultural 
distinctions and its ability to attempt to harmo- 
niously unify these, however painful and slow, 


| lay the foundations of longer-term success. 


While the Chinese vaunted infrastructural 
superiority and its famed factories haunt the 
industrialised world, they attack a diminishing 
portion of global GNP. The Indian superiority 
with abstraction, numbers and English am- 
bush the services-dependent, ageing societies 


| of the West. The backoffice of the world ad- 
_ dresses a larger market opportunity in a post- 
cianism, there was no thought of knowing that | 


industrial world than manufacturing does. 
India’s earlier embrace of the market econ- 
omy, however loose, has endowed it with a fi- 
nancial system that is stronger and, undoubt- 
edly, more sophisticated than China's. The 
Chinese attempt to remain competitive in 
manufactured goods has been partly due to an 
undervalued exchange rate causing its money 
supply to rise rapidly with all the potential mal- 
investments and profitless prosperity that it en- 


Chinese economy in the foreseeable future. 
India’s exchange rate is also undervalued 
and will have to appreciate over time to keep in- 


| flationary pressures under control. Indian pro- 


ductivity, which is a function of demographics, 


| education, labour laws, technology, infrastruc- 


ture and position on the services value chain, 
will have to improve for the country to remain 
competitive in global markets. Enlightened 
policymaking and execution can deliver a pro- 
ductivity miracle in India and set a path of 


On 25 October 1946, at the Cambridge 
Moral Science Club, there were vehement ex- 


Betrand Russell's presence, if there were indeed 
philosophical problems (Popper) or merely 
puzzles (Wittgenstein). Today, India and China 
are battling for economic supremacy. India 
must not lose the opportunity to strike the iron 
while it is hot. & 
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BROWSING 


V. Srinivasan 
MD & CEO, ICICI Infotech 


I AM reading BUILT TO LAST: SUC- 
CESSFUL HABITS OF VISIONARY 
COMPANIES by James C. Collins and 
Jerry I. Porras, a guide to building a 
successful company in a global, mul- 
ticultural world. The book explodes 
several myths associated with build- 
ing successful companies, such as it 
takes a great idea to start a great com- 
pany or that highly successful com- 
panies make their best moves by bril- 
liant and complex strategic planning. 
It also talks about the tyranny of the 
either/or approach in business and 
how several times one has to live with 
two seemingly contradictory forces at 
the same time. This a must-read for 
CEOs . I am normally into manage- 
ment philosophy, leadership, secrets 
of success, etc., and my favourite 
bookshops are Barnes & Noble in the 
US and Higginbothams in Chennai. W 


ALERT 


The Girl’s Guide to Starting Your 
Own Business 


By Caitlin Friedman & Kimberly 
Yorio (Harper Resource) 


FRIEDMAN and Yorio 
tell you how to cele- 
brate girl power in the 
corporate world with- 
out wearing pants. The 
book covers virtually 
ian every aspect of run- 

l ning the show in a lan- 
guage that is not industry-spe- 
cific, so it does not matter what 
kind of business you want to 
start. The authors’ savoir faire 
and enthusiasm are infectious. E 


girls 
KARIC le 
business 





REVIEW 


Bringing up 


PARTH J. SHAH 


IVIL society, governance and 
active citizenship are now the 
guiding principles of social 
activism across the world. 
The two volumes, though af- 
firming these principles, ar- 
ticulate conflicting conceptualisations 
as well as their varied practices in India. 
But what, lets first ask, is civil society? 

The concept popularised by Alexis 
de Tocqueville in his 19th century travel- 
ogue Democracy in America was revived 
in Eastern-central Europe in the 1970s. 
Under socialism, the state had taken 
over all aspects of the life — the only in- 
stitutions left in the society were the 
family and the state (with its agencies 
and organisations). Even the family had 
almost broken apart with children spy- 
ing on parents and relatives snooping 
on each other. 

People suffocating under full-blown 
socialism began to realise that for a 
flourishing human life, many different 
types of social associations are neces- 
sary. These networks — the civil society 
— stand between the individual and the 
state. Civil society is an evolving net- 
work of associations and institutions of 
family and community, of production 
and trade, and of piety and compassion. 
Without it, there would be an all-engulf- 
ing gruesome state. 

Modern theorists view good society 
as a triad of state, market, and civil soci- 
ety in relation to the citizen, customer, 
and communitarian. Each 
has its own character, func- 
tion and purpose. Whats 
the best way to help the 
people in need? Pay taxes 
and let the government run 
necessary welfare pro- 
grammes. Take time off 
work and help yourself. Or 
donate money to a reputed 
agency like the Missionaries 
of Charity. The third option, 
the civil society option, is 
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| the best as well as humane. 


Historically, when the state per- 
formed its basic function of protecting 
life, liberty and property, the institutions 
of civil society fulfilled all the needs that 
the market did not meet directly. Frater- 
nal organisations, self-help groups, de- 
nominational communities, profes- 
sional associations (guilds), and 
charities provided education, health- 
care, income insurance, and supported 
the needy. It was this vibrant social sec- 
tor that Tocqueville celebrated in his 
travelogue and predicted that democ- 
racy had a great future when embedded 
in such a civil society. 

Under the fatal conceit of socialism, 
at the turn of the 20th century, the state 
began to usurp the role and functions 
performed by civil society (and also by 
the market). One (authoritarian) type of 
takeover led to the socialist state and the 
other (majoritarian) type led to the wel- 
fare state. In socialism, the state largely 
appropriated functions of both the civil 
society and the market. Under wel- 
farism (democratic socialism), the state 
left some role for the market. During 
much of this century, one part of the 
world was controlled by the socialist 
state and the other by the welfare state. 

Shortages of goods (the lack of mar- 
ket) and, later, of social communities 
(the lack of civil society) imploded the 
socialist state. It had taken over the roles 
that the socialist state simply could not 
fulfil. The Berlin Wall collapsed and the 
Iron Curtain evaporated. 

On the other hand, 
the Chinese state and 


Badg-lhad 


“> eA 


DOES CIVIL 
SOCIETY 
MATTER? 
Governance in 
Contemporary India 
Edited by Rajesh 
landon, Ranjita 
Viohanty 


5 s 





THE PUBLIC & 
THE PRIVATE 
issues of Democratic 


IE PUBLIC” x 
THEPRIVAT 


Citizenship 
Fdited by 
Mahajan in 


collaboration with 
Helmut Reife] 
qpe Pulllications 


the welfare state responded by loosen- 


ing controls over the market. The gov- 


Gurprert 





| 


Civil society , 


Morcha, Rashtriya Soshit 
Morcha (a dalit resistance 
in Meerut), the battle of 
the pavement dwellers of 
Mumbai and, finally, the 
land rights of Kol tribals of 
Uttar Pradesh. 

The chapters on glob- 
alisation and India are sin- 
gularly one-sided — all the 
four are opposed to them. 


_ Yes, I think, to both globalisation and In- 


dia. Two chapters discuss social and de- 


| mocratic movements, but they all are 


ernments began to withdraw from the ` 
domain of the market. The last two | 


decades have, therefore, seen unprece- 
dented prosperity. The market has been 
allowed to perform its proper role. 

However, the state has still retained 
control over the functions of civil soci- 
ety, although the US and the UK have 
begun the process of releasing it from 
the clutches of the government. West- 
ern Europe is slowly awakening to the 
crisis of the welfare state. But it remains 
to be seen when and how civil society 
will gain complete freedom. 

These interpretations, understand- 


ings and deconstructions occupy the | 
first part of both the books under review. | 
The Tandon-Mohanty volume is a col- _ 


lection of papers commissioned by the 
Society for Participatory Research in 
Asia and funded by the Institute of De- 
velopment Studies, UK. The Mahajan- 


Reifeld book is a product of a workshop | 


conducted by 
Stiftung in November 2000. It may 


seem, however, that I have read more | 
between the lines than in the lines as far | 


as the first halves are concerned. 


Konrad Adenauer _ 


I 
i 
i 
i 
; 
1 
1 
i 
I 
i 
i 


Be that as it may, the second halves ` 


of the books deal with actual examples | 


and practices: the histories, in fact. The 


Public & The Private takes up the theme | 
of globalisation and its discontents in | 


the Indian context, while Tandon and 
Mohanty narrate five social movements | 


i 
i 
i 
Í 
! 
| 


| 
i 
i 
; 


to illustrate civil society action: Orissa's | 


Chilika Movement, Chhattisgarh Mukti | 


i 


pessimistic about the emerging global 
city. (The cliché, global village, must 
surely refer to the past because the vil- 
lage cannot be the present or the future 
ofhumanity.) They perpetuate the myth 
that civil society movements ate op- 
posed to globalisation and liberalisa- 
tion. The other two chapters offer a 
rather tedious defence of public sector 
enterprises. One is immediately re- 
minded of Rip Van Winkle. 

I dare not evaluate five major social 
movements in a short space. A common 
theme, however, is the battle by tradi- 
tional users to continue or regain their 
right over what has now become public 
property. These public resources are 
land, water and forests. The reformers 
demand only user rights; I would ask 
that traditional users be given complete 
ownership of these resources. Forests 
should belong to ancestral forest 
dwellers and water to the people using 
and living around water bodies for gen- 
erations. The state does not own these 
resources; it cannot auction them off to 
the highest bidder. Real empowerment 
comes with the transfer of property 
rights, anything else is just an illusion. 

A good society would emerge when 
the state, market and the civil society 
each play their proper role, where none 
dominates the other, and where each 
leg of the triad is equal. a 

Parth J. Shah is president, Centre for Civil 

Society. His email is parth@ccsindia.org 
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OW has the FM been reformist in: this 
mini-Budget? There is plenty of stuff float- 
ing around outside it also — sops for agri- 





culture, infrastructure, small and medium | 


enterprises and rural dwelling units, allow- 
ing the Food Corporation of India to borrow in the market 
and removing the cap on overseas investments. On sops 
or funds proper, many are extra-budgetary and it is 
doubtful that promises will actually materialise. Let's stick 
to revenue and expenditure. This is where Jaswant Singh 
is supposed to be at his shining, reforming best. There is a 
minor point, though, about whether Constitution- 
framers had ever contemplated such mini-Budgets, 
thereby undermining Parliament's scrutiny. Not that any 
law has been violated and in 
pre-election mode, all govern- 
ments turn populist. However, 
ethics transcend the law. 

Now, looking at reforms in 
the mini-Budget... First, there 
is nothing on expenditure. The 
10-volume recommendations 
of the Expenditure Reforms 
Commission have vanished 
from the public eye and didn't 
even find a mention in the Ac- 
tion Taken Report of the 2003- 
04 Budget speech. Nor are they 
mentioned now. The NDA has 
rightly deduced from the state- 
level election results that at- 
tempts to slash non-interest 
revenue expenditure lose 
votes. Better forget about 
downsizing government. Yes, there is the Fiscal Responsi- 
bility and Budget Management Act, but that no longer has 


quantitative targets as a roadmap. The terminal goals | 
(2007) are too distant to matter. In any case, fiscal deficits _ 
are expressed as a percentage of the GDP and if GDP does 
| yond a threshold. And lets extend the discretionary treat- 
tional Highways Development Project has taught us that | 


well, fiscal deficits look respectable. That apart, the Na- 


we needn't look for Budgetary resources to finance infra- 
structure. The vocal middle class will find privatised solu- 
tions to bijli-sadak-pani and education and health. 


Second, there is the procedural simplification on di- | 
rect and indirect taxes, electronic filing, computerisation, | 
| ter if there is a centralised VAT rate, with which (barring 
| stipulated exemptions) all excise rates must be unified? 
_ Ask Chidambaram. His dream Budget taught us that the 


and stuff like that. Nothing to complain about. As the 
Kelkar Task Force argued, compliance costs should be re- 
duced. Vijay Kelkar also said something about procedural 
simplification being constrained as long as exemptions 


continue. But who dares touch exemptions in an election | 


year? Filing income tax returns is not identical to paying 


taxes and filing returns should be mandatory, especially if | 


Revenue losses from lower 
duties on consumer items 
could be well worth the votes 
they fetch 





Way to voters’ hearts 


| we want to make PAN something like a social security 


card. However, who feels good about submitting returns, 
especially if the FM knows compliance costs will never 
disappear? Let's make some people feel great by exempt- 
ing pensioners from 1/6 and those with personal income 
below Rs 1.5 lakh annually from return submission? 

Third, peak basic customs duty on manufactured 
products has dropped to 20%, as it should, before rupee 
appreciation increases protectionism. This cut also cov- 
ers products where India doesn't have WTO bindings and 
where Doha Development Agenda (DDA) reductions will 
work on applied tariffs. But free trade agreements with 
Thailand and Singapore have probably pre-empted the 
DDA process. However, domestic industry must be com- 
pensated for domestic indirect 
taxes and this is not ‘a level 
playing field’ argument. Coun- 
tervailing duty (CVD) compen- 
sates for excise and special ad- 
ditional duty (SAD) compen- 
sates for state sales tax. All indi- 
rect taxes should be eventually 
integrated into VAT and CVD, 
and will be equivalent to this 
VAT. But we know the NDA‘s 
support base doesn't want VAT, 
even if the states do. Neverthe- 
less, let's scrap 4% SAD. Indus- 
try wont even notice. 

Fourth, duty changes are 
now supposed to be about uni- 
fication and harmonisation. 
That's the reformer’s argu- 
ment. But the plurilateral IT 
agreement, to which India is a signatory, offers us an op- 
portunity. IT products must have 0% import duty by 2005. 
Let's slash duties on those. In the process, lets also selec- 
tively cut duties on power equipment, life-saving drugs 
and equipment for project imports if investments are be- 


DILEEP PRAKASH 


ment to excise also. Doesn't matter if Kelkar argued about 
distorted effective rates of protection, horizontal and ver- 


_ tical equity and about pushing sectors using means other 
| than tax policy. Other than abolishing inland and foreign 


travel tax, hasn't the Naresh Chandra Committee asked us 
to halve excise on aviation turbine fuel? How does it mat- 


way to middle-class hearts is by slashing customs and ex- 
cise on items of consumption interest. Revenue losses are 
well worth the votes. Who knows? Increased consumer 
expenditure may even stimulate GDP growth. thd 
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Fast Forward. The revolutionary 
new way to move heavy goods. 


You can now transport heavy goods swiftly and securely to their final destination using DHL's 
express service, often for less than what you're paying your existing freight company. And we can 
prove it. Whether you're importing yarn or exporting fabric, you'll benefit from our wide range of innovative 
and flexible services that make DHL Fast Forward the revolutionary and cost-effective heavy weight 
shipping solution. Take the DHL challenge right now and discover why the world no longer has to wait for 
heavy goods. Simply log onto www.fastforward.dhl.com or call us 24 hour toll-free on 1600 111 345. 
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The in built copier, fax, printer, scanner in the NEW PANASONIC DIGITAL MULTI FUNCTION DEVICE 
is amazingly priced and comes with Free Document Management Software 


THE PANASONIC OFFICE 


WOTSMDart 


Now that you know why other Multi Function Devices end up being so For more information 


expensive, your decision to go digital can point only in one direction. So go Panasonic Helpline 9622996229 
ahead, multitask with speed and efficiency intoday's networked environment. OARE OR a OCEA OON aa 


Panasonic warranty sticker. 
Head Office: National Panasonic India Pvt. Ltd. 26176339/40/44. 
Ahmedabad: Balbir 0-9824012540 Bangalore: Suresh Ebnezer 0-9845040863, Chennai/Hyderabad: Rajsheker 0-9884069750, 
Ramesh 0-9884098328 Delhi: Ajay Madan 0-9811284489, Kolkata: Sauvik 0-9830049750, Mumbai: Saibal 0-9820006559. 


Business Class trips don’t have to begin at the airport. 


Once you have experienced the pleasure of business class travel, it is very difficult to go back to economy. Generally, one test 

drive in the luxurious Tata Indigo is all it takes. Some people can't get over the extra space, for others it’s the sheer comfort 

of the independent 3-link rear suspension under the very generous back seats that clinches their decision. But don't take 

our word for it. Just ask any one of the 26,000 Indigo owners who have made it the most sought after car in its class in we 

just the first year of its existence. Then have a test drive. You'll find it as comfortable in the back, or the front of the car. í yourse // 


Visit us at ww.tatamotors.com For assistance or queries on our passenger car range, call our toll-free number: 1600-115552 
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A Chinese puzzle 


© Your story raises a question, but 
doesn't answer it convincingly 
though. It is not clear how India 
can compete with China if it is 
23% cheaper to make a car there. 
The article doesn't explain why 
there is such a huge difference between the 
raw material costs in the two countries; is it because of taxes 

or because of specific inputs like electronics which are cheaper in 
China? Nevertheless, it is exciting to know the kind of R&D work that’s 
going on here. It is also important to note that the bulk of the market 
itself may shift from the B segment to the C, as it did from the A to the B. 
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THAT’S NOT CHARITY 

It has become a corporate fashion 
statement to perform an act of charity 
and then boast about it (Does 
Anybody Care?’, BW, 29 December). 
Take for example, the Xansa adver- 


B-2/C-2, Paragon Condominium 
Association, P. Budhkar Marg 
(Opp. Century Mills), Worli, 


Mumbai 400 013 tisement about its illiteracy alleviation 
Phone: 24962587-94; Fax: 24962597 programme that appeared in your 
Head Office & Regd. Office magazine. Xansa must have spent 

ABP Pvt Limited . more on this ad feature than on the illi- 


6, Prafulla Sarkar Street, Kolkata 700 001 


Phone: 22378000, 22374880 teracy programme itself. True charity is 


one where the individual or the insti- 


acc Offices tution prefers to remain anonymous. 
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Phone: 28131278, 28131279, 28131286 A NEW WAVE OF HOPE 

sh a It was good to read that Indians are at 

Bangalore the helm of this new technological 

No,14, State Bank of India Road, 4th Floor innovation (‘The Next Wave Of 

Bangalore 560 001 er 

Phone: 5588127, 5588928; Fax: 5596294 s O Bale ri ma 
| anuary). Hopefully, it will not go 
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Bluetooth or the Simputer way. It 
should become a meaningful new tool 
that helps companies shave costs and 
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| WHOSE PROPERTY I5 iT? 


it is unfair to view intellectual property 


_ rights only from the monetary point of 


_ view (‘The Cost Of Protecting Data, 


BW, 26 January). It is true that these 
rights are granted to the artist or the 
inventor so that he is not deprived of 
his rightful compensation if his 
product is commercialised. But a 
stringent IPR will not be fair for a 
product of mass consumption as every 
inventor builds on other peoples work 
and knowledge. Therefore, his work 
should be utilised for the larger benefit 
of the society. 

The US is pushing for stricter IPRs 
in India. However, I would like to point 
out that not everything is right in the 
US despite strict IPRs. In fact, people 
are questioning the need for patents 
and copyrights in the digital age, 
especially in the field of software. The 
best way will be to maintain a balance 
keeping the big picture in view. 


Inland Subscription Rates should allow security agencies to Nilesh Trivedi, Kharagpur 
One year ; Rs 228 strengthen their systems. 
Two years: Rs 456 Retail chains and other industry CORRIGENDA 


Sas — dei sectors will benefit immensely from 


this technology, but let us see how 
quickly the benefits will be shared with 
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In ‘Statistics And The Sensex’ (BW, 12 
January), the CAGR mentioned in the 


_ graphic should have been 19.3% and 


i 


ibility for returning unsolicited consumers. _ hot 19.93%. 
pts and photographs, All . | Hopefully, the | Wi in Poll Results’ (BW, 19 January), the 
isa should be t. | industry will - name of one of the winners of the ICAI 


elections was incorrectly published as 
Vinod Jain instead of Ved Jain. 
We regret the errors. — Editor 
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> To build a long-lasting foundation, do what brain did. invest in a mutual fund, and youll realize the power of collective 
strength. Like you, there are many more people who entrust their money in it. As a result, it becomes a huge pool of 
money through which a mutual fund manager provides individual investors enormous buying and bargaining power. 
5 


For instance, buying a high-priced stock might not be possible for one alone. But, with a mutual fund, it is Do Ae 


to 


Se <. s 92 3.2 ird ae A T ee, 





Jar a possible to buy it as a part of the portfolio. For more information, contact the nearest mutual fund office today. Soch hamari. Fayda aapka. 
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SBI Funds Management Prt Ltd, 191, Maker Tower E', Cufe Parade, Mumbai- 400 005. Pr: (922) 2218 0221 - 27. Email partnerforlife@stimf.com SBIMF Investor Service Centres: Ahmedabad: [C 
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Kolkata: (033) 2282 1471 / 2816, Lucknow: (0522) 221 5668 / 228 3884 Ludhiana: (0161) 244 9849, Mangalore: (0824) 445 892, Mumbai: (022) 2245 
5665, Pune: (020) 567 0961 / 1524. Ranchi: (0651) 23! 5212, Siliguri: (0353) 253 7065, Vadodara: (0265) 222 5628 ; 29, Vijaywada: (0864) 2 
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Asset Management Company: SBI Funds Management Pvt. Ltd. Principal Trustee: State Bank of India. Risk Factors: Mutual Funds and Š 
risks and there is no assurance or guarantee that the Fund’s objectives will be achieved. As with any investment in securtties, the NAV o 

up or down depending on the risk factors and forces affecting the securities markets, Past performance of the sponsor/AMC / Mutual 
performance of the schemes of the Mutual Fund. State Bank of India, the sponsor, is not responsible or liable for any loss resulting from the ol 
initial contribution made by it of an amount of Rs, 5 lacs towards setting up of the Mutual Fund. Please read the offer documents of the schemes careful 
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United they lead? Ranbaxy’s Malvinder Singh (L) and Brian Tempest 


Managing Change 


Whats happening at the $1-billion Ranbaxy Laboratories after D.S. Brar announced his decision to leave? What 
do president Malvinder Singh and CEO designate Brian Tempest plan to do to take the pharma giant forward? 





DILEEP PRAKASH 





COVER STORY 


Interview with Brian Tempest. 














Uttar Pradesh The real politics behind the 
decision to denotify Noida, Greater Noida and seven other 


The Big idea districts in the state. 


IDEA Cellular buys Escotel 
in an all-cash, Rs 1,150-crore 
deal. How did they manage 
it, and what does it mean for 
the promoters, the Birlas, 
AT&T and the Tatas? 


Interview Can India sustain its economic growth? 
Sanjeev Sanyal, chief economist at Deutsche Bank, thinks so. 


National Stock Exchange The NSE revamps 
its bellwether index, the Nifty. 


Database marketing Rest in peace, dear pri- 
vacy. For there is no place for you here. The companies, the 
Internet, the government, all will give you a good burial. 


What are Ratan Tata’s » 
plans for both his telcos? 





Stockmarkets Have the Indian stockmarkets Oh! Bombay! 
become too hot to handle (already)? The World Social Forum 
descends on India’s finan- 
cial capital — in a rage of 
colours, voices and people. 


Matthew Szulik The Red Hat CEO talks to BWon 
how open is Open Source. 


CEC The BJP never wanted him to be election com- | WSF visitors throng the > W 
missioner. So how did T.S. Krishnamurthy get the job? streets of Mumbai 
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3s The Angels With 
The Money à S 


Twenty of them flewin from Silicon Valley to = 
check out new possibilities. All that these 
venture capitalists wanted was good cross- 
border deals. So what did they find out and 
will they leverage the India opportunity? 


30 Techno-ready marketing Services marketing 
guru A. Parsuraman on consumer reactions to tech solutions. 


36 Express food outlets Why small beats big 


everytime in the economics of outlets. 





IN VOGUE 


72 A Rebel With Many 
~~“ HN Causes 


William Haddad wants India to op- 
pose the proposed product patent 


multinationals hate him for that. 





< Haddad takes on pharma MNCs 
76 Auto Expo 2004 They 


are dreams on wheels. A photo es- 
say of the concept cars showcased 
at the 7th Auto Expo held in Delhi. 


The Suzuki Concept-S > 


98 Bookmark The Net effect on our lives, and shatter- 
ing the idea of nobility associated with indie films. 





COMMENT 


10 Ashok V. Desai Minoo Dastur was 
a great technologist. Would he have been ap- 
preciated better ifhe were alive today? 





ON THE CONTRARY 


28 Mahesh Murthy whats the big 
hurry to make a million by the time you are 30? 
Especially if you have a job you hate. 
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| as Brar did? How much real 
regime for drugs in 2005. And pharma 


| owned by Malvinder’s family? 
| Will Project Garuda — the plan 
| to make Ranbaxy a $5 billion 
| multinational by 2012 — remain 














Businessworld 






Power shift in Ranbaxy 


IVE years ago, Businessworld carried a cover story 
on Ranbaxy with the picture of Davinder Singh 
Brar and the question, “Is he the Right Man for 
Ranbaxy?” Weeks away from his death, Dr Parvin- 
der Singh had just named Brar his successor and 





| the question on everybody's mind was, will Brar deliver as well 


as Parvinder had? Businessworld’s answer then was a qualified 
yes. Brar himself answered the question so convincingly 


| through his performance that four months ago, Business- 


world put him on the cover once again, with the line, “The 


| man who created India’s first true multinational”. While 
| speaking to us for that cover, Brar revealed that he was “in- 


creasingly thinking of” stepping down. “How long can a man 
fight for marketshare?” he asked. 


| So it didn't come as a complete surprise when news spread in 
| late December that Brar was leaving Ranbaxy, making room 
| for Brian Tempest to take over as CEO and paving the way for 


Malvinder Singh, the eldest son 
of the late Parvinder Singh, to as- 


sume the role of president. But Businessworld 


will the new team deliver as well F 4 


Ranbaxy 


power will Tempest wield ina BURE URITON 


company that is one-third 


WHAT NOW? 


on track? 





| Those are the questions that 

| Deputy Editor D.N. Mukerjea tackles in the cover story. Muk- 

_ erjea has spent enough time with the major players in this 

| drama to know how the plot is scripted. “Malvinder has been 
preparing himself for the big role for quite some time; a lot of 

| eyes will be on what he does now,” he says. A lot of eyes will 


also be on what Brar does — India’s most reputed pharma 
strategist is not about to quit the stage, but we will come back 


| to you on that in another issue. In the meantime, turn to page 
| 48 for the first exhaustive interview with Tempest since the an- 
| nouncement about his elevation was made. 


| On page 38, we look at what a group of venture capitalists from 
| the Silicon Valley are up to. This is a follow-up to the 10-page 
| survey of the Indian venture capital industry we had carried in 
| the issue of 11 August 2003. As we had said then, the scene is 
| getting hot again and we will track it as usual. 


le S 


TONY JOSEPH, EDITOR 


BUSINESSWORLD 9 2 FEBRUARY 2004 








Ashok V. Desai is 
consultant editor of 
The Telegraph 


Minoo 
Dastur 
never got 
work, 


although 


billions 
were 
poured 
into steel 
plants. 
But today 
experts 
like him 
havea 
much 
more 
fulfilling 
life 


aby ashok v. desai 


memory of 
inoo Dastur 











HE last time I met Minoo Dastur, I 

was late. I apologised. He said: “But 

not at all! You slept the sleep of the 

innocent!” He was a driven man, as 

I shall describe. But, for a fanatic, 
he was extremely affable, likable, admirable. I 
disagreed profoundly with him; but he was and 
remains one of my great heros. 

Minoo Dastur was a steel technologist. He 
had worked in steel plants. In the late 1950s, he 
set up MN Dastur and Co., a consultancy to 
build steel plants. That was the time of Maha- 
lanobis strategy: the government planned to 
put heavy industry to the fore, and build ma- 
chines to build machines before it went on to 
build machines and then, some time in the fu- 
ture, actually produce consumer goods to raise 
people’s standard of living. Until that hap- 
pened, the people would have to make do with 
products of the cottage industry. It was a two- 
pronged strategy of maximising the growth rate 
of the stock of machines which would raise 
productivity, and maximising employment by 
producing consumer goods in the most labour- 
intensive way possible. 

I got interested in steel because I wanted to 
know how controls worked on the ground. 
Steel was rationed at that time; there was a 
seven-storey office of the Steel Controller in 
Calcutta. It was an extremely popular office. 
Hordes of intending house-builders and agents 
thronged it, trying to get their files pushed 
through the labyrinth. The clerks did their best 
to stop files moving, and received welcome 
gratification for overcoming their resistance. 
But all that bustle was history when I last went 
there, around 1968. The economy slumped in 
1966; demand for steel fell and there was a sur- 
plus. The crowds of permit-seekers melted 
away and so did the bribes. Bereft of bribes, the 
clerks got transfers and disappeared. 

I met Minoo around the same time. He had 
a single obsession: he wanted India to produce 
64 million tons of steel — an absurd figure 
when the output was 4 million tons, and more 





than twice even today’s output. He was con- 
vinced that steel was the backbone of develop- 
ment, and fully backed the government's 
dream of making machines to make machines. 

But he was also a great steel technologist, 
and the nation put him to little use. The govern- 
ment wanted to build steel plants with foreign 
aid, so we got Durgapur from British aid, Rour- 
kela from German aid and Bhilai from Soviet 
aid. With the aid came the technology; none of 
the patrons of the three steel plants had any use 
for Minoo and his consultancy firm. So while so 
much investment went into steel, the govern- 
ment found no use for Minoo'’s knowledge. His 
firm survived on work from Tata Iron and Steel 
Company (Tisco), and contracts abroad. 

Tisco was even then a great company. The 
contrast between it and the new government 
steel plants was palpable. The latter were 
spanking new. In comparison, the plant in 
Jamshedpur was ancient. The open hearth fur- 
naces were ancient; a good deal of the equip- 
ment went back to 1909. 

There was an equally striking difference in 
the way the plants were run. You went into a 
government steel plant and found so many 
people loitering about. The converters were 
controlled by computers of that time. But even 
the control rooms had people who had no busi- 
ness there. 

In Jamshedpur, everyone knew his job, and 
no one who should not have been there was 
there. The expert was at the top, whatever his 
designation. I once strayed off a bit while a fur- 
nace was being tapped. I was told off by the 
foreman; he said: “While you are here, you do 
what tell you.” 

But the Tatas, who were far better, did not 
get licences to expand, while money was 
poured into new white elephants. And Minoo 
never got work, although billions were poured 
into steel plants. However bad life may be to- 
day, experts like him have a much more fulfill- 
ing life today. That is one of the reforms’ 
achievements, and I am proud ofit. is 


BUSINESSWORLD 10 2 FEBRUARY 2004 


NOKIA 


CONNECTING PEOPI I 


4 


ë 
S 
e 
© 
> 
Š 
P 
© 
= 
z 
š 
ning 
= 
k 
9 
o] 
= 
rt 
g 
yu 
— 
s 
š 
— 
© 
š 
f3 
€ 
° 
© 
2 
ro] 
& 
— 
© 
` x" 
S 
a 
. 
g 
Ë 
© 
= 
` 
x 
£ 


Copyright © 2004 Nokia Ali rights reserved: Nokia, Nokia Connecting People and the Nokia Original Ea 





New Nokia 6820. Get used to saying more. 





4⁄2 Na sis. 
Words flow so easily on the two-handed integrated messaging keypad of the Nokia 6820, you could just < E `N š 
go on and on, be it on SMS, MMS! or email!. Elegant and compact in design, it’s also enhanced with features k. AAA 
such as triband for global roaming, EDGE for higher performance, mobile email? for connectivity on the <= 


go, and Bluetooth™ wireless technology for convenience. And don’t just say more, do more - get organised 
with Personal Information Management (PIM), improve productivity with presence-enhanced contacts?, NOKIA 


and enjoy a multimedia experience! with the integrated camera, video and voice recorders, and £. 
XHTML? for richer browsing. Once you've started on the Nokia 6820. there'll be no stopping you. SeO 


i GPRS, WAP, HSCSD, EDGE, xHTML. email, data transfer speeds and other mobile services are network Operator and content service provider dependent MMS-related services are de 





and the content formats supported. MMS, email, WAP browsing and other related features in our products operate using TCP/IP technology and thus will only be ava lable if supportec Please check 
Bluetooth is a registered trademark of Bluetooth SIG, Inc. Devices need to support Bluetooth wireless technology. Nokia 6820 is compliant with and adopts Bluetooth Specification 11 Hí )bility between the } 
Bluetooth wireless technology is not guaranteed and depends on compatibility. For more information on the compatibility of the phone with other products that support Bluetooth w le heck Ú 


that the MMS-related services and Presence-enhanced Contacts are dependent on the network as well as on the compatibility of the devices used and the vane format 


Ne) GEA 2811139628 555 555* 








Always insist on original Nokia India Warranty to safeguard against buying used, refurbished or tampered phones. Nokia India Warranty is applicable only for phones imported by Nokia India Pvt. Ltd 
# To call from o mobile phone, check with your service provider. Care line available in Ahmedabad, Bangalore, Chennai, Delhi, Hyderabad, Kanpur, Kolkata, Mumbai, Pune email us at: nokia.ebag@nokia 
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DABUR 


Revised | 3 
forecast | 


8.2% | 


DAFTARI 


Another 
revamp 


OME days ago, Dabur made 
what sounded like an im- 
portant decision. It would 


reorganise its consumer care 


business under five brands — 
Dabur, Vatika, Real, Anmol and 
Hajmola. The pharma division 
would be a separate company, fo- 


cussing on oncology. Most 


inter- 


estingly, a 10-member family 
council would be set up. And its 
decisions will be passed on to the 
professional management. 


Nice? Not really. Dabur 


re- 


structures every year. Will the new 
structure end the family conflicts 
that have plagued the group? 
Maybe yes. Maybe no. We will 


keep you posted. 


GINA S. KRISHNAN 


-| acursorylookat the num- 
__ bers shows that the exo- 
_ dus is not the outsiders’ 


= domestic mutual funds 


STOCK MARKETS 


Of snakes and 


Is it time to take the equity 


OUR-sixty-eight for 3. A great ` 
_ of their highest since February 2001 (See 


score for a test innings. But for 


the stock market, it spelt the | 

sharpest fall seen in recent — 
times. There had been minor correc- — 
tions of 5-8% earlier in this rally, which | 
took the sensex to an all-time high of | 
6194 on 14 January (see ‘Sensex: The ` 
’). But the Zep- ` 
pelin-esque magnitude and speed of | 
last week's fall makes them look like Di- 
_ started selling out, and retail investors 


Pressure Points So Far... 


wali firecrackers. 


There was always an unease among | 
some about the unbridled growth of the — 
| stockmarket. And technical analysts — 
_ had been forecasting a major correction — 
for a while now. A CLSA Asia-Pacific | 
_ brought the indices down, they have de- 


Markets report dated 20 January, 2004, 


for instance, noted that a major correc- | 
tion was very much in the offing, Once a _ 
correction crossed the 8% mark, there ` 
_. was a high probability that the drop | 
_ would be in the range of 13-24%, said | 
_ the report. The fall since 14 January till | 
we went to print stood at 9.7%, indicat- 
ing that the crucial breach 
has occurred. The first 
= major correction in this 
| rampaging bull run is 
| probably underway. 


With the feel-good 
factor permeating all and 
sundry, and good corpo- 
rate results from the likes 
of Infosys, Wipro and 
Grasim, the hasty sellout 
may be puzzling. The fall 
has given rise to the usual 
worries about the foreign 
investors pulling out, and 
about hedge funds being 
pestered over the partici- 
patory-notes issue, et al. 


may well be true. But even 


i 
Some of these concerns A ESTAN as 


(read Flls) doing. Even the 


ARPIT SHARMA 
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FII vs MF inflows 





All figures in Rs crore 


net purchases in January so far, are one 


‘FH vs MF Inflows’). So who is pulling the 
rug from under the sensex’ feet? 
Chandan Desai, director, Taib Secu- 
rities, has an explanation: “Hedge funds 
were expected to liquidate their hold- 
ings. FH inflows flattened last week. The 
feeling was that if the people who fu- 
elled the rally leave, then who'll support 
the market? So operators in the market 


followed suit.” Moreover, many retail in- 
vestors had started booking profits from 
December itself, believing the markets 
had peaked. 

If retail investors have indeed 


molished the myth that they cannot in- 
fluence market direction. Ironically, the 
belief that Fils were selling fuelled a 
panic that allowed Fils to enter the mar- 
ket at lower levels. “The retail selling 
brought the Sensex down. Conse- 
quently, Flls put in more money,” adds 





if Flis and MFs are buying, then who is selling? 






7 Five pa of disinterest st by 
“Fils ted to near-panic among 
sas ae market operator and, 
subsequent ‘a eau investors 





Source: Sebi 
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Shirts off? 





Sensex: The pressure 
points so far... 


While there have been corrections of 

close to 300 points in the recent past, 
the fall seen last week was the fastest 
— 468 points in just three days. The 

last time a correction of such magnitude 
took place (in November 2003), it was 
spread over 12 trading days 


8,000 















2 May 2003 22 Jan 2004 


Source: Yahoo finance 





Desai. On 21 January, the day the mar- 
ket fell by 164 points, FIIs actually 
pumped in Rs 344 crore. 

There is a question of how long the 





FII inflows will remain robust, given | 
that the Indian markets are no longer as 


undervalued as before. Will foreign in- 


vestors start courting other markets | 


then? Though there is no clear answer to 
that yet, net portfolio investments into 
the Asia-Pacific region are expected to 
fall from $27.7 billion to $25.2 billion 


this year, according to the Institute of | 


International Finance. Nandan 





Chakraborty, head of research at Enam | 


Securities, in his latest strategy report, ` 
aptly titled ‘Short term correction, long | 


term blast off!’ argues the case of India 
as an attractive destination, which will 
see even greater growth next year. 





CLSA Asia-Pacific Markets, which | 
saw the correction coming, believes this 


to bea part ofa long-term trend that will 
finally take the Sensex to 8000 levels by 
July next year. So, if this correction con- 
tinues further, grab the opportunity to 


enter the market at what will probably | 
be the lowest levels for along, long time | 


to come. be 
VIKAS DHOOT AND ANUJA BYOTRA 





NEERAJ TIWARI 


IDEA CELLULAR 


A time for big ideas 


DEA Cellular has begun 
2004 with a bang. After 

five months of negotia- 
tions, it has picked up Escotel 
Mobile Communications 
(Escotel) for Rs 1,150-crore in 
an all-cash deal. The deal has 





doubled IDEA’s operations š 
from five circles to 11. It also 2 
puts it in the same league as Š 
Hutchison and Bharti. : 
K.M. Birla and Ratan Tata: Getting reall 
Of the six new circles, 9 y 


: snil aggressive now 
Escotel has services only in 


Kerala, Haryana and UP (West). In UP (East), Rajasthan and Himachal Pradesh, 
it only has a licence. IDEA has to decide whether to start services or sell them. 

The Indian GSM-based mobile market is now clearly divided between 
Bharat Sanchar Nigam (BSNL), Bharti, Hutch and IDEA. They account for 17.44 
million (almost 80%) of the 21.99-million mobile subscribers (end-2003). That 
leaves BPL, Hexacom, Aircel, Spice Comm and Reliance Telecom. 

IDEA offered much higher than what Bharti had offered for Escotel’s 8.25 
lakh subscribers. Bharti made an offer in December 2003, soon after IDEA’s 
exclusivity period for making an offer expired. Meanwhile, IDEA needed to scale 
up fast to survive. “Delhi was getting lonely,” says Vikram Mehmi, CEO, IDEA. 
“These circles are contiguous to Delhi and that was a big factor.” As Escotel is 
a first licence holder, it has an incumbency advantage and the 900-MHz fre- 
quency. “Our experience in Delhi has been that infrastructure works out to be 
1.3 times more expensive at 1800 Mhz and indoor coverage is hardly great,” 
says Mehmi. The first two licence holders have managed to retain a lead all 
along. Also, it got a 2% rebate on revenue share in these circles for four years. 

How it works out will depend on how sawy IDEA is in its financial manage- 
ment. IDEA has an EBIDTA of about Rs 150 crore and the tag on Escotel is al- 
most seven times that. The Rs 800-crore debt is another concern. Mehmi is 
confident that a Rs 200-crore infusion (equity infusion of Rs 100 crore and 
raising debt for the balance) will make the circles self-sufficient. 

IDEA’s aggression has taken many by surprise. That's because three 
seemingly disinterested sponsors — AT&T, the Birlas and the Tatas — own 
it. Because the Tatas own Tata Teleservices, it’s been long speculated how 
this will be resolved. IDEA, it seems, is in talks with Spice Communications 
for Karnataka and Punjab. The research head at a Mumbai-based 
brokerage firm sounds positively glum: “If the market had consolidated, 
margins would have improved. This will only enhance competition.” 

Pointers on the 
On the block? future are emerging, 
An IPO would solve 

| all problems. It would 
Hexacom ` Rajasthan, North East* 203, let the sponsors exit 
and let the Tatas 
cash their stake and 
use the money to 
fund Tata Tele, leav- 
ing IDEA a widely 
held public firm. E 
*No service in North East, only a licence Source COA! — Dec 2003 figures RADHIKA DHAWAN 
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‘Tamil Nadu and Chennai 
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‘Linux works 
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& by Niranjan Rajadhyaksha 
out cheaper =: 
- P HE major equity indices have of its SME members on issues 
LAST week, Matthew Szulik, the = been bobbing up and down in relating to their exports. Despite a 
CEO and president of Linux vendor =~ recent weeks as a major fear has strong rupee, 65% of the 
Red Hat, was in India. BW’s Shelley =< settled over the market: will foreign | respondents believe their export 
Singh met him for arapidfire Q&A. e investors continue to pump money | volumes will rise in the next six 
= into the country? months, while 58% will see a rise in 
m What will you do with the $600 P The Institute of International value terms too. Also, only 5% of 
million you raised recently? — < Finance (IIF), a body funded by 340 | the SMEs polled say that the 
A part will go to India and China. P. major global banks, has recently _ removal of quantitative restrictions 
We have to expand our footprint in = < published its estimates for global (QRs) has harmed their respective 
India. Not just for offshore labour, =~ capital flows in 2004. The IIF says sectors. A surprise once again. It’s 
but to also work with the govern- =< that portfolio equity investments in good to know that the fear of 
ment so that it benefits from the IT = emerging markets this year will be foreign competition is receding fast. 
revolution. =< $28.6 billion, of which 90% will go at 
=@# ° to the Asia-Pacific region. However, 
m What about the cost of = < this is a minor dip from the $30.3 ALK of the left hand not 
migrating to Linux? = billion that went into emerging knowing what the right hand is 
The benefits of moving to an open Z < markets in 2003. The IIF says that up to. The Reserve Bank of India 
platform that is scalable and inex- æ _ emerging market equities are still (RBI) had led us to believe in recent 
=< cheap, but global investors should | months that foreign borrowings by 
a pay more attention to their risk companies were growing too 
aa € profile. Be careful, in other words. quickly for comfort. In August 2003, ` 
= Total private capital flows to | for instance, the finance ministry 
= emerging markets are expected to asked the RBI to vet external 
l 4 increase from $187 billion (2003) commercial borrowings (ECBs) 
=< to $196 billion (2004). That's a between $50 million and 100 
oa > minor rise, and the chances are | million. And also took upon itself 
= © that there will be such modest the task of rationing approvals of ` 
Š al? growth rates in all types of private over $100 million. The reason: 
š pa capital flows — private equity, strong capital flows and huge forex 
& «< direct investments, bond sales, etc. reserves. 
> -i There will be no major surprises, Now the finance ministry says 
a=“ like we saw in net private equity that external borrowings under 
pensive to maintain are higher. o investments last year — they went | $500 million will not need prior 
— up from $1.1 billion in 2002 to approval from the authorities. Can 
m There are different Linux #< $30.3 billion in 2003. | somebody please tell us what has 
flavours — SuSe, Red Hat and so - peat D- E changed? We still have strong 
on. How open is Open Source? ` -g capital flows and huge forex 
No one owns the code. It is in the = OW times change. The recent reserves, don't we? | 
public domain. Red Hat supports pou mini-budget saw the K 
the most recent LSB (Linux Stan- = government cutting import duties 
dards Base) standards. All vendors = on a range of goods, and industry S Fed chairman Alan 
willkeep LSB the standard operat- = < celebrated the chance to get Greenspan definitely has a way 
ing environment. w= cheaper inputs. This reaction was in | with words. His famous 1996 
= sharp contrast to what we saw in remark on “irrational exuberance” 
m How serious are the threats of = the early days of reforms, when the | led to that phrase becoming part of 
legal action over parts of Unix code «< protectionist Bombay Club wenton | standard lingo in the world of 
being used in Linux? ~~ and on about how Indian | business. Last week, Greenspan 
We have launched a $1 Million suit ~ < companies would be destroyed told his audience in Berlin that infl- 
to defend Linux and Open Source. æ> because of lower protection. ation was “quiescent”. An old-worl- 
We will protect customers if they pa P Last week, the Confederation of dly but interesting way to say that 
are sued over use of Linux. w pes g all is quiet on the price front. E 


Indian Industry (CII) did a quick poll 
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or a shining Lotus 


O how did TS. 

Krishnamurthy fi- 

nally make it to the 
post of the chief election 
commissioner (CEC) 
when the ruling 
Bharatiya Janata Party 
(BJP) was dead opposed 
to his appointment? 

For one, with J.M. 
Lyngdoh signing off in 
early February, it was 
imperative to have a 
new CEC in place before 
the elections were formally announced. 
Suddenly, the BJP realised that by not 
appointing Krishnamurthy as CEC, the 
entire poll process could be delayed 
considerably. The dilemma was: did the 
BJP want elections in April, or could it 





wait for a while, and get 
amore amenable CEC? 
The reason why the 
party wanted someone 
else was this: there is a 
feeling within the BJP 
that Krishnamurthy is 
close to the Congress 
(I). That could create 
problems. Second, his 
term will end in May 
2005. Also, Lyngdoh’s 
tough decisions in Gu- 
jarat and his statements 
on politicians were not something the 
BJP wanted to hear. Finally, better sense 
prevailed within the BJP After all, it is 
time to convert the India Shining cam- 
paign into votes. 
ANUP JAYARAM 


[o catch a 
thief 


i AST week, after innumerable 

s CO-Operative bank scams, the 
Gujarat police decided to call in 
the specialists. At a meeting be- 
tween the police and the local 
chapter of the Institute of Char- 
tered Accountants of India, they 
decided to get help from forensic 
accountants to tackle the various 
cases of financial crime that come 
their way. 

Gujarat, because it is one of In- 
dia’s most developed states, is 
also cursed with-high rates of white 
collar crime and financial fraud. 
The police force there, however, 
simply didn’t have the expertise to 
deal with such crimes. Until now. 
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UTTAR PRADESH 


Downsizing districts 


Politics, not economics, underlies the UP districts mayhem 


N the face of it, Uttar 

Pradesh chief minister 

Mulayam Singh Yadav’s 

decision to disband nine 

of the 11 new districts 
created by Mayawati in 1997 is backed 
by sound administrative and economic 
logic. As Yadav’s Man Friday and chair- 
man of the UP Development Council 
Amar Singh told BW: “We need at least 
Rs 3,500 crore to create the infrastruc- 
ture necessary to run these new dis- 
tricts. And we don't have the money. It's 
that simple.” 

Singh has a point. In seven years, the 
UP government has failed to build 
headquarters, courts and 
other offices that are 
needed to run a district. In 
10 of the 11 new districts, 
the administration func- 
tioned out of local guest 
houses. In JP Nagar, which | 


Jyotiba 
Phule 
Nagar 


has now gone back to being $ 
part of the Moradabad dis- Gautam 
trict, itoperatedfromatent. Budh Nagar 


(Noida) 


Reasonable as Singh's 
Maha 


explanation may be, there 
is no escaping the fact that 
politics may have had more 
to do with Mulayam's deci- 
sion than economics. With 
one stroke of his pen, he has 
set himself on a collision : 
course with the Bharatiya 
Janata Party (BJP). (The man at the fore- 
front of the current agitation in Noida is 
the BJP MP from Ghaziabad and minis- 
ter of state in the Central government 
Ashok Pradhan.) It’s a clever tactic to 
dispel the notion, at least to his voter 
base (particularly Muslims) that he is 
not in cahoots with the BJP, contrary to 
popular myth abouta ‘deal’ between the 
two parties. The more the BJP howls, the 
better for Mulayam to flaunt his anti- 
BJP cap on the eve of a crucial general 
election. 

What’s gone unnoticed in the hulla- 


Aroya 











Mayanagar 








Ye Shavasti 
oe P 4 Nagar 


Kannauj Kaushambi 


baloo over Noida is that Mulayam chose 


Falling off the map 


The nine UP districts that, at one stroke 
of the pen, have been disbanded and 
the two that continue to exist 


Ambedkar 


v 
Chandoli 


to hit only those districts that are con- | 


sidered BJP or BSP strongholds. His or- 
ders do not apply to Kannauj, his son's 
Lok Sabha constituency, and Baghpat, 
ally Ajit Singh’s parliamentary seat. Kan- 
nuaj, a part of Faroukhabad district be- 
fore 1997, and Baghpat, part of Meerut 
district, will remain separate districts. 
It's an administrative gift from Mulayam 
to his voters before the elections. 


Kabir 
Nagar 
A 


pression of a secret understanding with 
Maulana Mulayam. The ongoing fracas 
gives it an issue with which it can take to 
the streets against the Mulayam Singh 
government and charge up its voters. 

While both parties are eager to ex- 
ploit all possible short-term electoral 
gains from the controversy, both are ig- 
noring the long-term impact on UP par- 
ticularly Noida and Greater Noida, 
which were fast developing into a prized 
economic zone rivalling Gurgaon. To- 
day, it’s not only real estate developers 
and property dealers who are agitated 
about the impact of Mulayams decision 
on land prices, but also MNCs and busi- 
ness houses which have set 
up shop in the Noida area. 

The most adverse impact 
of pushing Noida back into 
Ghaziabad and Greater 
Noida into Bulandshahr will 
be felt on the decision-mak- 
ing process and on the outlay 
| of resources. Both will suffer, 
slowing down growth and de- 
velopment in this fast track 
industrial belt of UP. 

Political circles are sur- 
prised that Mulayam is 
punching a hole in the new, 
sophisticated image he's tried 
to carve for himself with the 
help of industrialist friends 
like Anil Ambani, Adi Godrej 
and Kumaramangalam Birla. But on the 
eve of elections, political calculations 
obviously supercede everything else. 

In any case, the courts may come to 
his, and Noida’s rescue. A petition has 
been filed in the Lucknow bench of the 


ARPIT SHARMA 


_ Allahabad High Court, challenging his 


Significantly, Mulayam’s politics of | 


polarisation benefits the BJP too. The 
party is equally keen to dispel the im- 
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decision. It may create the loophole 
through which status quo can be main- 
tained even as political tensions 
sharpen. A final order on Mulayam’s de- 
cision can be kept pending till the case is 
over. Litigation zindabad. Ë 

ARATI R. JERATH 
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;/ general improvement in con- 


HOW sustainable is the current eco- 
nomic boom? BWs Niranjan Rajad- 
hyaksha asked Sanjeev Sanyal, senior 
economist for Asia at Deutsche Bank in 
Singapore, for his views on the state of the 
economy. 


a Some say that GDP has grown by 
8.4% in the second quarter of 2003-04 
merely because of the revival in 

_ agriculture following a good monsoon. Do 
you agree? 

-= The revival in agriculture cer- 
tainly helped but the non- 
farm sector performed very 
strongly as well. The manufac- 
turing sector is being sup- 
ported by low interest rates, 
infrastructure spending and a 


sumer sentiment. A revival in 
rural incomes may be helping 
industrial demand, but re- 
member that this will really 
° show up in the next quarter. 
Similarly, we saw very 
strong growth in the services 
sector. The sector has done 
very well over the last decade 
and now dominates the econ- 
omy. It is being helped by a 
number of things: the BPO- 
' software boom, growth in 
telecommunications, 
= changes in the retail/restau- 
_ rant business, and more re- 
cently, tourism. In other 
words, there are many engines 
of growth that are simultane- 
ously firing. It is not just the 
monsoons. 


m There has been a huge 
11.9% jump in trade, hotels, 
transport and communication 


output. How would you explain 


this? 
. The services sector is coming of age. It is 
going through a number of positive 


changes. Consumer tastes are becom- | 


ing more adventurous. We are seeing a 
boom in both domestic and foreign 


tourism. People are eating out more —- ` 


even in the smaller cities. Retailing is 
' undergoing important changes. More 
and more people now own mobile 
phones. Each of these changes has im- 
. portant multiplier effects. For example, 
tourism is not just good for hotels, but 








fora variety of things: transportation, lo- | 
cal handicrafts, entertainment, adver- | 


tising and so on. 


w You seem to be saying that the jump 
in GDP growth is not completely cyclical. 
There are others who share the same 
view. GDP growth may not fall back to 6% 
after a few quarters. Do you see a 
structural change (perhaps driven by 
productivity) happening in the long-term 
growth rate of the economy? 


INTERVIEW/SANJEEV SANYAL 


“Reforms are 





There is a cyclical elementin this revival, 
but it also presents an opportunity to 
shift up the structural growth rate. It is 
now more than a decade since reforms 


began and the cumulative impact of | 


these slow reforms is now flowing 


through the economy. The country’s | 
population dynamics too are poised to | 


turn positive from here on. However, the 
reform momentum must be main- 


tained in order to ensure that we take ` 
advantage of this unique opportunity. | 
In particular, efforts must be made to | 
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encourage the banking system to lend 
for large-scale industrial investment. In 


_ my view, the biggest bottleneck right 
| now is the judicial delay in the imple- 
| menting new bankruptcy/foreclosure 


laws. This is dampening the whole virtu- 
ous cycle of higher savings, investment 
and growth. 


-m What is your forecast for GDP growth 
in 2003-04 and 2004-05? 


I expect GDP growth in this financial 
year in the 7.5-8% range. This 
will probably slow to about 7% 
in 2004-05 as agricultural 
growth falls to more “normal” 
levels. In other words, the 
country will be one of the 
worlds fastest growing 
economies. However, note 
that it is not enough to have 
these occasional spurts of 
growth if widespread poverty 
is to be removed. This rate 
must be sustained and, fortu- 
nately, anumber of necessary 
conditions are finally falling in 
place. It is now up to the gov- 
ernment and the people of In- 
dia to seize the moment and 
push through the remaining 
reforms that are needed to 
place the country on a perma- 
nently high growth path of 7- 
8% per annum. 


m You have written earlier 
about the rising 
competitiveness of the Indian 
economy. But the latest WEF 
sees India fall in the ranking. 
Why is that so? 

While we should heed the 
problems highlighted by the 
WEF index, i don’t think one 
needs to be too worried about the com- 
petitiveness ranking. Past rankings have 
rarely been a good guide to subsequent 
export performance. China, for in- 
stance, routinely gets low rankings but 
outperforms even higher-ranked coun- 
tries. Indeed, India too has done far bet- 
ter in the last few years than its ranking 
would suggest. The key is to look for- 
ward, build on strengths and correct 
weaknesses. The WEF competitiveness 
report is a good way to identify the 
weaknesses. vg 
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DIVYA BHASKAR IS ON THE LIPS 
OF MAXIMUM WOMEN READERS 
IN AHMEDABAD. 


Smart, upwardly mobile women in Ahmedabad have fallen in love 
with Divya Bhaskar. Yes, according to AC Nielsen ORG MARG. 
Divya Bhaskar is the most preferred Gujarati newspaper 
amongst 5.65 lac Anmedabadi women. No wonder it is the No.1 
in Ahmedabad. 


Divya Bhaskar 
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STOCKS 


A Nifty Change 


ARELY two months after the 


BSE recast the Sensex, the | 


NSE has tweaked nine ofits 11 
indices. The changes will be- 

come effective from 1 March 2004. 
Bharti Tele-Ventures and Maruti 


have entered the CNX Nifty replacing | 


NHT and GlaxoSmithKline (GSK) Con- 
sumer Healthcare. Both NIT (market 
cap: Rs 945 crore) and GSK (market cap: 
Rs 1,351 crore) are at the bottom of the 
Nifty in terms of market cap. 

Indices track the pulse of the market. 
So it is important to ensure that they re- 
flect market actions, With Bharti, the 
telecom sector weightage is more than 
double at 5%. The Nifty now has just two 
telecom companies, MTNL and VSNL. 
Bharti is also in the BSE Sensex after the 


recast while Maruti is not. The Nifty | 


market cap will rise by 4.5%, as both 


Bharti and Maruti are large-cap stocks. 
Computer software (14.51%) and bank- 
ing (10.06%) have big weightage on the 
Nifty. Petrochemicals is dominant due 
to Reliance's weightage of 11.93%. 

The BSE Midcap 200 Index will be re- 
cast with 77 companies being changed. 
The bull run has taken the market cap of 
many mid-cap stocks beyond the norms 
for the mid-cap index, a recast became 
necessary. A check on 19 January 
showed that 11 firms on the CNX Mid- 
cap 200 exceeded Rs 3,000 crore in mar- 
ket cap and 49 others exceeded Rs 1,500 
crore, In the new index, the selection will 
be from firms whose market cap is be- 
tween Rs 75 crore-750 crore based on av- 
erage six-month market cap. Earlier the 
market cap ranged from Rs 150 crore to 
Rs 1,500 crore. oe 

ASHISH AGGARWAL 
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HE Indian pharma industry is 
aping the telecom industry in 
at least one respect — going to 
court. Two companies whose 
exclusive marketing rights (EMR) appli- 
cations were rejected earlier — Roche 
for Saquinavir and Glaxo for Rosiglita- 
zone — have filed petitions against the 
Controller General of Patents. 

With three petitions coming up for 
hearing this week (Natco Pharma has 
gone to court over the grant of EMR to 
Novartis for Glivec), the Controller Gen- 
eral may well have to create a large legal 
department for defending its decisions 
instead of granting marketing rights. 
While Roche filed the case in the 
Kolkata High Court, the others were 
filed in the Delhi High Court. “We were 
the first to file an application for the 
grant of EMR for Saquinavir. After it was 


DATABASE MARKETING 


The end of privacy 


N the networked age, anonymity is just no guarantee of 
privacy. A few days ago, BW got an email. “Absolutely 
fresh database with updated telephone numbers,” it of- 
fered boastfully. The firm that sent it markets a range of 
databases — essentially, contact details of car owners, cell- 
phone users, income tax payers, Yahoo! or Hotmail sub- 
scribers, RBI bondholders and even film personalities. 
It's no secret that such lists exist. Chances are you have 
been fielding calls from a multitude of disembodied voices, 


each trying to cajole you into taking a loan or buying a house, | 


for a while now. But what is alarming is the realisation of just 


PHARMA 


A time to 
litigate 








rejected, we filed a petition against the 
decision taken by the patent office in 
2001,” says S. M. Laud, company secre- 
tary, Roche. 

The outcome is awaited. The next 
hearing in the Natco Pharma vs the 
Union of India and Novartis case is on 
30 January, as the central government 
and Novartis want time to reply. All of 
them know the path to judicial redressal 
is slow. Yet, the precursor to the patent 
regime already shows promise of bring- 
ing in the era of litigation. While the 
Patent Act is still in Parliament, the sec- 
toris plagued by ambiguous regulations 
and uncertainty. 

There seems to be no solution in 
sight except a constitutional amend- 
ment, unless you want to see more judi- 
cial interventions. i£! 

GINA S. KRISHNAN 


how affordable these databases are. If you want a database 
of two-wheeler owners, all you have to do is pay Rs 4,500 for 
31,000 leads. If you shell out Rs 5,000, you could get the 
contact data of 100,000 mobile users in Mumbai. And for 
just Rs 3,200, you could get 8,000 names of people who 


| own premium cars. 


It's another reminder of how sorely India needs to pass 
privacy regulations. Right now, there are no controls at all. 
Raj Bhatia, founder of UCP Direct, a direct marketing firm, 
says, most companies outsource their customer data entry 
work — invariably to any company willing to work for the low- 


| est cost. And to make an additional buck, these companies 
| sneak the data into the marketplace. 


gs 
GINA S. KRISHNAN 


Is that your phone ringing? 


Where will you hide? 


Details of Database 
VSNL, all India 
People trading shares online 
Indian Hotmail and Yahoo! users 
Indian investors 


| Email only 


| .com and .net users 
| Emails with name, address, phone number 


| Name, address, telephone, fax number 


Description 


Quantity 


25,000 


Price (Rs) 


CEOs 

Premium car owners 

GMAT/GRE 2003 applicants 

Income tax payers, Mumbai 

RBI 9% Bondholders 

NSDL Data-Demat investor of 75+cos 
Film personalities 

Credit card holders, Mumbai 


| Name, address, telephone, fax, email 

| Name, address, telephone, email (only 25%) 

| Name, age, email (50%), address, telephone 
Name, address, telephone number 

| Name, address, telephone number 

| Name, address, telephone number 

| Name, address, telephone, fax number 

| Name, address, telephone number 
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HE telecommunications 
world is moving towards the 
telecom w.holesaler, accord- 
ing to Ovum, a Furope-based 
telecom, software and IT services re- 
search outfit. The wholesaler basically 
provides communications infrastruc- 
ture and services to intermediaries, 
who, in turn, sell them to other parties. 
Though voice traffic today accounts 
for just 10% of the bandwidth used, it 
still provides for 80% of the revenues to 
most telcos. To meet the increasing de- 
mand for bandwidth, there has been a 
huge investment in terabit submarine 
cables. The mismatch is huge. That's be- 
cause demand is nowhere near the sup- 
ply. Infact, it is just 1% of the planned 
bandwidth supply. 

In mobile services, the average rev- 
enues per user will fall further. Thus, the 
focus will shift to corporate customers 
as opposed to residential users now. For 
fixed service operators, the increased 
use of voice over IP (VOIP)will pose a 
further threat. In India, Data Access is 
the only wholesale pure play telecom 
company. It expects to grow the in- 
bound traffic from 900 million minutes 
in 2003 to 1.5 billion minutes in 2004. W 

ANUP JAYARAM 


Demand, supply disparities 
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TELECOM 


Traffic signals 


The move from voice to data 
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| and 3G leads to 
@ Customers | 
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increased use of 
data services 


# increased focus on 
corporate sector 


$ Basic products 
remain dominant, 
but more focus on) 
solutions and 
customer services 


saddled with 
fewer suppliers 


@SMEs become 
important market 
sector 


TRAP Lys thc hind ugha aa A 
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WORLD SOCIAL FORUM 


Causes, 


E believed it was all 
about anti-globalisa- 
tion. We thought we'd 


find youth thronging the | 


grounds with pamphlets. We were sure 
there'd be more visitors than grassroots 


workers. We expected traffic jams be- | 


fore, and chaos after we reached. 
We were wrong. On every count. 
Not one, not two, but a thousand so- 


cial movements marched. To the same | 


beat. Dalit exploitation, forest degrada- 
tion, water scarcity, lack of education — 
these were all instruments in the same 
anti-establishment symphony. Causes 
and activists who had been working in 
relative isolation came together. 
Collectors of funds for the victims of 


rebels... 


networking, and the strength of the 
knowledge that you are not alone in the 
struggle against powerful elements. 

It was this new-found solidarity that 
was palpable in the smiles and slogans 
that pervaded the grounds. The gather- 
ing (larger than what Bryan Adams 
pulled in at the same venue in April 
2001), swayed with happiness. Ivory 
towers collapsed as lehenga-clad vil- 
lagers rallied along with city-dwellers in 
jeans. The old enacted plays while the 
young moderated seminars. Nagas 
droned a traditional tune, dressed up in 
their local livery. Painters captured im- 
ages on the floor. For once, art mani- 
fested itself with pride instead of playing 
a passive role. And the whole world was 
there to see it: Chinese, Spaniards, Viet- 





namese, Israelites, Burmese, Ameri- 
cans, and, yes, Pakistanis too. 

Within Nirlon Ground’s boundaries 
at Goregaon in Mumbai an alternative 
world did exist. It has yet to find solu- 
tions to expand itself, but it has found 
the people who wantit. ii 

ANUJA BYOTRA 


Agent Orange mingled with the rally | 


against displacement of workers 
in the Indian unorganised sector. 
Delegates sporting badges 
against Coca-Cola browsed 
through books at the Safdar 
Hashmi stall. Foreigners added 
the English original to the chorus 
of “Hum honge kaamyaab’ being 
sung on the road. 

Was there more song and 
dance than constructive work? 
Perhaps. The seminar on Kash- 
mir surely held more about 
drama than insight; what Jammu 
& Kashmir Liberation Front 
leader Yasin Malik had to say was 
a repetition of what has already 
been said. But such criticism mis- 
understands what congregations 
are really about — the power of 

















...and what they had to say 


HO were the people flocking to the 

World Social Forum? And what 
were the issues they discussed at the 
WSF? Here are some snapshots. 
@ J.T. Fondo came all the way from Zim- 
babwe. Back home, he reported, “Mu- 
gabe’s generals have been capturing 
land and not redistributing it. Nobody is 
using it. The black population was sup- 
posed to get the land. There is no food, 
no money.” And, as though the point 
needed to be driven home, he posed a 
stark question: “Inflation in Zimbabwe is 
now 700%. Would you like to live in India 
if it was that high?” We were rooted to 
the spot while he went looking for a fo- 
rum to air his views. 
@ As a representative 
of the Global Cam- 
paign for Education, Jo 
is a bundle of energy. 
She flew down from 
England to be part of 
the WSF. She is ex- 
tremely well informed 
about India’s primary 
education scheme, 
the Sarva Shiksha Ab- 
hiyan. “It is among the 


best education policies in the world, yet 
it seems to be too ambitious,” she said 
with authority. She has been campaign- 
ing vociferously for free primary educa- 
tion over the world for some time now. 
Doesn’t she think that campaigning 
for education is not as important as do- 
ing work on the ground? “Oh no, that’s 
for the NGOs and the government. We 
are just looking at making ourselves 
heard for their benefit.” More power to 
her, maybe. 
@ Sanjay Singh is soft-spoken and un- 
likely to hold an audience at his stall, the 
Global March Against Child Labour. Yet, 
he made a strong statement. “If there 
are 65 million unemployed adults, why 
do we need 60 million children to work?” 
he asked. Touche. 
@ When Bittu Sahgal talks environment, 
everyone listens. At the WSF, he made a 
strong point on the philosophy of water. 
“Humans do not have any proprietary 
rights over water. It belongs to the ani- 
mals,” he declared. Adding: “I (mankind) 
am the problem that I really want to 
solve.” Amen. If only everyone thought 
that way. m 
IRSHAD DAFTARI 
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Mahesh Murthy aduises, 
guides and occasionally 
inuests in businesses. He 
can be reached at 
mahesh@passionfund.com 
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Don't Hurry, 








Be Happy 


'VE spoken at well over 25 colleges in the 





non. Our best and the brightest are in a 
hurry to go places— and worrying them- 
selves insane about making the right 


| career decision. 


One ofmy students called a few months ago 
saying he hated his job. I asked him why; after 
all, it was from college placements. He said it 


| on) would make life even more meaningless. 


last year, and I see this strange phenome- | 


Now your mileage may vary, but I decided 
to change. I consciously said I would forget 
about the ‘destinations’ and try enjoying the 
‘journey’ instead. Out went targets and ambi- 


| tions, in came simple things like enjoying every 


was the highest paying job offered and with an — 
| overseas stint — he couldn't imagine not taking 
_ itup. He was, in fact, proud that he had ‘won it. 


I then asked him what he wanted to do— and it 


was something completely different. | 
All I could tell him was that he would be | 


All you 
have are 
your 
experi- 
ences. 
Why not 
make 
your 
mistakes, 
enjoy the 
ride, 
explore all 
your x 
abilities 
and 
discover 
new ones? 


was more important to trust your gut than your 
designation, location or paycheque. 

I can't blame him. I was victim to what I call 
this ‘ambition’ syndrome. Each of us is taught 


moment, seeing beautiful places, making room 
for serendipity and actually getting to know 
people. Some years later, my wife and I hada 
baby, and this belief only got further cemented. 
Iwas sure I wanted to be at home with him — 
and not go off tromping to work every day. 
Perhaps, I’ve been inordinately lucky — but 


_ inthe eight years since I made this call, I've had 


happier if he followed his heart — and that it | 


that we need to have clear, specific goals—and | 


that we should do our best to attain them. Iwas ` 


no different. A long time ago — or so it seems — 

_ when Id settled down in advertising after a few | 
false starts (trial-and-error, as I called it), I de- 
cided to prove things to everybody by having | 
‘ambitious’ goals. I secretly aimed to become a | 


creative director by the time I was 28 and to run 
an ad agency by the time I was 30. 
As things came to pass — I did become a 


creative director by 28 and, two years later, ran | 
an ad agency — that too in the US, having | 
_ started off in India. I thought I should be in- 


credibly happy. 
Surprise. I felt empty. The world didn't 


change. The sun still rose in the east. Peoplestill | 
treated me the same. If that ambition was the 


purpose of my life, it suddenly felt completely 
meaningless. By focussing on the ‘destination’ 





_ and working insane hours and driving myself | 


crazy to get there, I felt life had gone by ina blur. — 


I suddenly felt 30 and old. 
It came to me that carrying on further on 
this path (I had thought I would then set goals 


like earning my first million by the yearXandso | 


the time of my life. I’ve done different things: 
design front-ends for Yahoo! and Amazon, 
think-up programmes for a youth channel, 
pick VJs, create software, write ads, start com- 
panies, sell companies, help entrepreneurs and 
even write a fun column like this. All mostly 
from home. I’m not sure I could have con- 
sciously planned and been ambitious about 
any ofit. The rolling stone didn't gather moss — 
but who the heck wants moss on oneself? 

I can't imagine retiring and doing nothing, 
toodling around in a garden. Neither can any of 
the young people I speak with. Here's my belief 
— you're going to be doing something produc- 
tive till you're well into your 70s. And if you're 
starting out today, or even in your 30s, that 
means you have another 40 or 50 active years 
ahead of you. 

My point is simple — what's the darn hurry 
to get anywhere? We all end up in the same 
place anyway — I understand there's a 100% 
probability of death for all human beings, re- 
gardless of monetary wealth. All you have are 
your experiences. Why not make your mis- 
takes, enjoy the ride, smell the flowers, explore 
all your abilities and discover new ones? 

Back to my student — he called again a 
month later, said he'd changed lines, and was 
ecstatic. With due apologies to believers in rein- 
carnation, I think this is the only life we have. 
Can we make the most of it? 8 
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Great Moments at Work. 
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Introducing the new Microsoft Office System. 


Now users can do more for themselves so you can focus 
on the important things. That's because with Microsoft® 
Office InfoPath™ 2003, company forms can now be 
automatically updated with the latest information. The 
result? Everyone has the most current version, minimizing 
rework and data reentry. That means less busywork for 
them. And better yet, less busywork for you. For more 
information, go to microsoft.com/officelT 


© 2003 Microsoft Corporation. All rights reserved. Microsoft, FrontPage, InfoPath, the Office logo, OneNote, Outlook, PowerPoint, SharePoint, Windows, Windows 
Server, Visio and “Your potential. Our passion.” are either registered trademarks or trademarks of Microsoft Corporation in the United States and/or other countries 


Microsoft 

Office System 

Programs 

Access 2003 PowerPoint® 2003 
Excel 2003 Project 2003 
FrontPage® 2003 Publisher 2003 
infoPath™ 2003 Visio” 2003 
OneNote™ 2003 Word 2003 


Outlook® 2003 


Enabling Technologies: 





More than what it used to be, Microsoft Office is now ar 
integrated system of programs, servers, services and solutions 


Servers Services 


Project Server 2003 
Live Communications 


Live Meeting 
Office Online 


Server 2003 

Exchange Solutions 

Server 2003 Solution Accelerators 
SharePoint™ Portal 

Server 2003 


Windows Server™ 2003, Windows® SharePoint Services, 


Rights Management Services 


Microsoft’ àd. 


Office 
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“Companies are 





A. Parasuraman, the James W. Melam- 
ore Professor of Marketing at the Univer- 
sity of Miami, is one of the foremost 
scholars in services marketing. His model 
to measure service quality is widely used 
by the industry. His current work is on 
how consumers respond to technology 
and tech-based services and products — 
he calls it techno-readiness (TR). [tis an 
area that marketers will be keen to un- 
derstand, especially as many have 
jumped onto the tech bandwagon with- 
out checking peoples potential reactions. 
Excerpts from an interview: 


@ What was the context for your 
research on techo-readiness? 

More and more consumers were being 
asked to serve themselves through tech- 
nology as opposed to being served 
through high touch. With the advent of 


ATMs and Web-based services, I gotin- | 


terested in finding out what consumers 
really liked. Did they prefer to deal with 
technology more than with people? So 
that triggered off research on trying to 
understand people's reactions to tech- 


nology-based systems, technology- | 


based services and products. 

That's why this whole notion of TR 
surfaced, We have done a number of 
qualitative studies with consumers in 
different sectors as well as quantitative 
empirical studies. These suggested that 
contrary to what many firms think, not 
everyone is enthusiastic about embrac- 
ing technology-based systems. When 


er coe posers isos ee 
° 
š 


we dug deeper, we found that people | 





had mixed feelings about technology. 

We followed up the qualitative work 
with more quantitative research. We 
were then able to sketch out more 
clearly the different components of 
what I refer to as technology readiness. 
TR, as a construct, simply has to do with 
peoples inherent propensity to em- 
brace and use technology-based sys- 
tems for home life or for work. It is basi- 
cally the propensity of people to use 
new technologies. What our quantita- 
tive research showed is that there are 
two factors which could push people to- 
wards technology, and two factors 
which might actually withhold them 
from using technology. 

The two contributors that push peo- 
ple towards technology are innovative- 
ness and optimism. Innovativeness is, 
basically, people's tendency to experi- 
ment with new things. To what extent 
are we prone to trying out new things? 
Optimism has to do with the extent with 
which we feel technology-based sys- 
tems are a good thing. Tech, in general, 
is a good thing, but not all are equally in- 
novative or optimistic about it. 

On the inhibitor side, the two com- 
ponents of TR are what we call discom- 


fort and insecurity. Discomfort is, as the ` 


term implies, some kind of uneasiness 
towards technology in general. Paranoia 
about technology in that, there is a feel- 


more 





ing that technology is, somehow, taking | 
over your life rather than you being in | 
control of it. So itis a sort ofa macro fear ` 
of the tech-based system. Insecurity is | 
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also a sort of fear, but it is more a trans- 
actions-specific fear. For example, how 
safe is it to do business over the Internet 
as opposed to face-to-face? 

We also found some highly innova- 
tive people who simultaneously also €x- 
perience fear of technology. We then did 
a series of cluster analyses and came up 
with five very distinct clusters of people. 





=) What implications does this 
segmentation strategy hold? 

When the company rolls out a new tech- 
nology-based part or service, there is go- 
ing to be a certain logical sequence in 
which these different groups are going 
to adopt it. Explorers would be the first 
to adopt it, followed by the pioneers, the 
sceptics, paranoids and the laggards. 
(See ‘Do You Recognise Yourself?’ } 

In terms of servicing these people 
and selling to them and so forth, the 
strategy that might work with the ex- 
plorers may not necessarily work 
equally well with the other groups. For 
example, explorers believe in technol- 
ogy and they like the challenge of deal- 
ing with and wrestling with the techni- 
cal problems. They are the kinds of 
people who would prefer to service 
themselves through the Web. If some- 
thing is wrong with the PDA, rather than 
call the toll-free number and talk to the 
customer service rep, they'd rather go to 
the website, scroll down the help menus 
and do things on their own, almost as if 
they get pleasure out ofit. 

But if the PDA marketer assumes 


that this is the way of the future and this 
is how we can cut costs and continue to 
market, they are going to be in for some 
unpleasant surprises. 

One size does not fit all. Nowadays, 
every company has to worry about 
technology because that’s the way of the 
future. Even if you are selling a mun- 
dane product, you are going to use some 
kind of technology one way or the other, 
in terms of communicating and inter- 
acting with the customers. So the extent 
that you understand the techno-readi- 
ness of the consumers, and understand 
that there are distinct segments of con- 
sumers, will make you a much more 
savvy marketer, than simply being a 
techno-savvy marketer. In my view, 
many companies are much more 
techno savvy than marketing savvy. 
They get enamoured with new tech- 
nologies and think they can ram those 
down the customers throat, especially if 
there is a cost benefit associated with it. 


Fë Is the incidence of such cases high? 
Itis very high. In the US, there has beena 
backlash in banking, for instance, be- 
cause they cut down the human touch. 
Banks have figured that it does not pay 
as much to let banking customers serve 
themselves through Web-based or elec- 
tronic channels. It might work for the 
explorers, but others like the paranoids 
and the laggards want handholding. 

Even if they adopt a new technology, 
when it comes to questions of solving 
problems or information needs, they 
prefer to deal the traditional way. 

So, when banks began charging for 
personal services and kept Web transac- 
tions free, the strategy backfired. Low- 
end consumers revolted. They said: 
“You are keeping my money, and you 
are telling me that you'll charge me for 
taking that money out if I go to the 
branch, as opposed to doing it online!” 


A. Parasuraman tells 
why techno-savvy 
marketers first need to 
understand people’s mental A EE ION 
attitude to technology “Ob. Se 
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DO YOU RECOGNISE YOURSELF? 


Different consumers respond to technology differently. Parasuraman’s re- 
search throws up five independent clusters of people and their mental atti- 
tude towards new technology-based solutions: ; 


























T 1. EXPLORERS: Most gung-ho, most enthusiastic 
@ about technology. Above average on innovative- 
ness and optimism and below average on 
discomfort and insecurity. Ready to embrace 
and, probably the first, to try any new technol- 
ogy-based product. At least in the US, 
constitute only 15-20% of the market 








2. PIONEERS: They are enthusiastic about technology. And they 
are inherently very innovative. They are very optimistic, yet they 
are not keen on experimenting with new things. They don't 
| 5 have any fears either. So they are almost like the Explorers, but 
ie” they are somehow less enthusiastic about buying new technology- 
«Ss, based products 








3. SCEPTICS: They are the exact opposite of Pioneers. They don’t have any 
fears about technology, but they just don’t believe in it. A Pioneer is not afraid 
of high-tech gadgets, but believes that more sophisticated technology isn't 
necessarily better for him 


Í 4. PARANOIDS: They are slightly optimistic about technology, 
but not very innovative. They are saddled with a lot of fears about 
$ technology. Even if they adopt new technology, they are not com- 
fortable using it 


a: if 5. LAG@GARDS: They are the exact mirror image of the 
Ry Explorers. They are very low on innovativeness and opti- 
j mism, and have very high 
discomfort levels. They are also phi 
insecure. They need a lot of hand- 
holding when it comes to using tech- 
nology-based products 
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Hustrations: ANTHONY LAWRENCE 





= How did the dissatisfaction 
manifest? 

The number of customer complaints 
shot up. Besides, these national banks 
also lost marketshare to mom-and-pop 
type of banks, who were still offering the 
friendly service at no charge. Now the 
banks are backtracking. So much so 
there has actually been a growth in the 
number of bank branches, despite all 
the automation. I believe they went the 
other direction too heavily. 


A construct like TR might have been | 


able to predict that. It is more expensive 
to make mistakes and then have to 
change because it also hurts your im- 
age. You come across as somebody who 
doesn't know what he is doing. What our 
construct says is “dont blindly jump on 
the tech bandwagon without under- 
standing people's potential reaction’. 





& Some would argue that for the 
explorer segment, technology could 
well become a treadmill from which it 
is hard to get off. You have to keep 
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_TECHNO-READY MARKETING 


making those investments because 
those guys want it. 

Here again, I think there are some 
strategic implications, especially if you 
are high-tech company. For example, 
one option for you would be to just fo- 
cus on the explorer segment. Focus on 
the cutting-edge 20% of the market 
that’s always looking for something 
new. So my strategy will be to continu- 
ously come up with innovations that 
cater exclusively to that explorer seg- 
ment. And by staying focussed on that 
segment, I am going to earn their loyalty. 

Whereas another company might 
say, well, I want to focus on some of 
these other lower-end segments. I am 
going to build loyalty with those seg- 
ments because, right now, they are un- 
happy with what’s happening in terms 
of high-tech customer service, when 
they actually don't prefer high-tech. So it 
can have a very focussed type of seg- 
mentation strategy. 

On the other hand, mass-market 
firms need to have a menu of strategies 
and keep those menu baskets full so 
that they can cater to these different 
customers. Don't assume that because 
the explorers really like the high-tech 
customer support, the same thing is re- 
ally going to work with the others. 

That's why I think many high-tech 

companies are making a mistake. They 
get blinded by the initial years of suc- 
cess after rolling out a new technology 
and go more and more high-tech. In the 
first few years, they are very successful 
because the consumers using the sys- 
tems are the high-end, high-TR type, 
who automatically migrate to that. 

Everything works fine and they be- 
lieve they really don't need high-touch. 
So these companies cut down on the 
high-touch and let their customer con- 
tact personnel go, because it is cheaper 
to substitute them with the high-tech 
approach. But then, as the next stream 
of consumers start using the new tech- 
nology-based product, all of a sudden 
the companies find that the customer 
satisfaction levels go down. Why? Be- 
cause the product does not dissatisfy 
them per se, but they are dissatisfied by 
the support they get because the hu- 
man touch is gone. 

For the full transcript of the interview, 

logon to www.businessworldindia.com 
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Its time to take on the world. 
What else, with the wheels of our 
economy speeding ahead in the most 
progressive climate. These good times 


weve not only nnovater 
Products, Dut also | IDOrageda existing 
ones. From neavy duty Copper-Brass 
Radiators to ultra light Alumini 


were forecast long ago at Teksons. Radiators & Charge Air Cooler: 
Thats why, we've maintained a fine all are made under one roof. Only to 


balance between traditional and 
advanced products. 

By fusing the creativity of our qualified 
personnel and latest technologies, 


exceed the expectations of customers 
world over. 
Come, experience the lekson: 


advantage and make a difference 





Q A OE & OE Replacement Products in Aluminium & Copper-Brass = = D Teksong id. 


2 | Radiators for On-road and Of-highway vehicles Kolshet Road. Thane 


Charge Air Coolers * Oil Coolers eo over 
Marine Heat Exchangers ® Heat Exchangers Aluminium for the millenium | 


For OE requirements contact Email: teksons@eth.net Website: www. teksonsradiators.com Tel: 91-22-25340351/1352. Fox 9 1-22-25340561 
For Spare Parts requirements please contact our Authorised Dealer for Automobile Radiators: J.D.V. Automotive Engineering Pvt. Ltd., Modi Chambers. 


Opera House, French Bridge, Mumbai - 400 004. Tel: (91-22) 2385 9232/3. Fax: (91-22) 2386 7769 





The reason for our dramatic increase 
In circulation. 


Businessworld 
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| Circulation figures eae = — Business India | Business Today | Businessworld | 
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x  Businessworld is India’s number one business weekly. "As per the area breakdown statement Al 
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It's as simple as abc. 


According to the figures released by the Audit Bureau of = 3 Businessworld ` — | 
ñas emerged as the fastest growing business magazine in the country, for the period x 
January-June, 2003. Also Businessworld has the largest combined circulation** for Lo 
business magazines in the eight major metros*** ahead of Business Today by 7 soe 


copies and Business India by 38,894 copies. just how that translates to a more effective | 


reach, now that's elementary isn’t it. Businessworld | a 
Play the game | 


muary-June 2003. “Delhi, Mumbai, Kolkata, Pune, Bangalore, Chennai, Hyderabad, Ahmedabad, K 
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AARTI KOTHARI 


Ellive in an age of minia- 

turisation. The next time 

you walk into your local 

fast food hangout, take a 

look. Small coke. Cocktail 

| samosas. Small fries. Six- 

inch pizzas. Single-scoop ice-creams. 
Heck, even the outlets are smaller. 

Today, big, traditional restaurants 

are not the preferred choice of fast-food 


restaurateurs. The rapidly growing 
Rs 2,000-crore branded fast-food indus- 


try is witnessing a significant change. 


The new trend is that most fast-food _ 
chains are setting up tiny outlets. Call | 


them what you will — express, take- 
away, delivery, or small dine-ins. Looks 
like the industry has found a more prof- 
itable business model. 


Here are some examples. More than W” 


50% of the 100 outlets that the Delhi- 
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based Nirulas plans to open by 2006 will | and small. Every food chain will have a 


be either 15-20 seaters (express) or de- 


livery outlets. Typically Nirulas has had | 


80-90 seaters. At Pizza Corner, 15 of the 
31 new joints will be express outlets. 


Even McDonald's is going the small way | 


with its cold kiosks that dispense ice- 
creams and beverages. 

Why is small beautiful? 

Let's compare the two formats — big 


i. s 


j : > FAS " 


Why restaurateurs are 
downsizing their large 
dine-ins in favour of express 






food outlets 
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few big restaurants. Assuming, they are 
on high streets, occupying about 2,000 
sq. ft, they are expensive propositions. 
Rentals on the high streets vary from Rs 
150-200 per sq. ft. This means a rental of 
Rs 4 lakh per month, besides a deposit of 
around Rs 24 lakh. Setting up such an 


~ outlet would take 45-60 days and fur- 


ther capital (around Rs 75 lakh) needs to 
be set aside for doing up the interiors, 
installing generators and so on. From 
the monthly sales, 75-80% would be 
spent on operational expenses like 
food, heating, lighting, power, gas 
and labour-related costs. Rent 
should ideally be 10% of 
sales, which implies 
that the outlet should 
muster at least Rs 40 
lakh of sales every 
month. So, at an average 
ticket sale of Rs 300, the restau- 
rant must get 450 footfalls daily to 
make Rs 1.2 lakh. If that doesn't 


— a 





Tiny joints mean lower overheads as 
chains like Pizza Corner find out 
happen, as is mostly the case, it eats into 
the bottomline. 

Now compare the economics of a 
smaller outlet, say, around 200 sq. ft. 
Rent is normally 8-15% of sales. Security 
deposits are lower — about Rs 2 lakh. So 


are set-up costs, which range between ` 


Rs 10 lakh and Rs 12 lakh. And, the outlet 
can be up and running in two weeks. 
Though operational costs still account 
for 75-80% of sales, break-even is faster 
— two years compared to over four 
years for the bigger format. 

It is important to look at the concept 
of food courts here. Rents hover around 
Rs 1 lakh for a 100-200 sq. ft space. There 
is no capital investment, save equip- 
ment costs. Labour and utility costs are 
lower and the maintenance costis nil. At 
an average ticket size of Rs 100, a restau- 
rant that gets 120-150 people daily can 
break even in less than two years. Mum- 
bai-based restaurateur Sanjay Narang, 
who ran a flurry of much-hyped large 
joints like Dosa Diner, Birdy’s, China Joe, 
Just Around the Corner and Pizzeria, is 
one of those chanting the small mantra 
now. As he says: “There is a drastic re- 
duction in overhead costs. At 50% of the 
investment needed for six standalone 
restaurants, I’m earning returns equal to 
those of six standalone restaurants.” 

Does this mean that the concept of 
large, trendy fast food outlets was 
flawed to begin with? In the US, for ex- 
ample, the quick service restaurants 
(like McDonald's) have store square 
footage ranging from 2,000-8,000 sq. ft. 
When some of these chains first came to 
India, they actually brought in restau- 
rants that would be considered small in 
America. What they did not factor in was 
that in India 2,000 sq. ft was the area cov- 
ered by a standard full-service restau- 
rant, the category mentioned as ‘big’ in 
this story. So, having established a brand 
with a sprawling first outlet, these com- 
panies are finally milking the right cows 
now, namely smaller restaurants. 

Home-grown Pizza Corner is a case 
in point, too. In 1996, it kicked off opera- 
tions in Chennai with a dine-in. The 
company entered the North in 2000, 
where it immediately floundered. It was 
only in April 2003 that it turned around 
after a major revamp that focussed on 
opening small outlets. Its 120-seater 


| eatery in Delhi's tony GK-I market had 
| to be relocated within a year — rental 








and food costs were just too high. In- 
stead it opened express outlets in high- 
traffic areas — highways, airports, shop- 


| ping malls and so on. Says CEO Anoop 


Sequeira: “The aim was to cut costs, in- 
crease sales and achieve profitability at 
the earliest rather than expansion.” This 
is exactly what happened. Average sales 
at Pizza Corner for 2002-03 were 19% 
higher than in 2001-02. 


Narang, meanwhile, has been shut- | 


ting some of his large diners in Mumbai. 
Only to open many more smaller outlets 
in food courts in Mumbai, Delhi and 
Pune. In Pune’s E-Square, a newly 
opened mall, the entire food court is oc- 
cupied by six of his brands. McDonald's, 


EATERIES 


ft energy bar. And the rest are 100-300 
sq. ft kiosks. The model is so simple, 
claims Haq, that an investor with a Rs 
20-lakh investment can recover the full 
amount in 20-28 months. One can see a 
similar trend at Amorettos, an indige- 
nous fresh juice chain. Says Jayant 


| Kochhar, managing director, Amorettos 


Retail: “Today, we have five cafes and six 
kiosks. By the end of this year, we will 
have 10 cafes and 20 kiosks.” With the 
smaller format, the turnaround time is 
as low as five months. 

According to Joshua E. Chernoff, 
vice-president and head of global con- 
sumer industries and retail practice, AT 
Kearney, “The dine-out food service 
sector is bridging the gap between tradi- 
tional full service restaurants and on- 





US-based fast food chain Mark-Pi is making its entry in India with small outlets 


which has operated 120 seaters or so, 
has entered four food courts recently. Its 
first cold kiosk can be seen outside its 
Faridabad outlet. More might be seen at 


| railway stations and petrol pumps. 
Even the newcomers have caught | 


the small bug. Last week, a US-based 
Chinese fast food chain, Mark-Pi, 
opened its first Indian outlet in Delhi. Of 
the 20 outlets it plans to open this year, 


| four will be in food courts and 14 will be | 
| 20-40 seaters. Similarly, Juice Zone, a 
Canadian juice chain, is going to set up | 
kiosks in India. “Our model,” says Zafar ` 


Haq, president, Cogent Intrade, an in- 
frastructure company, “is based on the 
juice-wallah model.” Of the 10 outlets it 
will open in Delhi this year, one will be a 


the-street fast food operations with lim- 
ited service and menus.” In the US, 
these are called ‘fast casual’ versus ‘fast 
food’. Smaller overall store footprints 
keep rentals and overheads down. Also 
average revenue per table is lower and 
the percent of takeout food is higher." 

It is only now that the trend is being 
noticed in India. According to a Eu- 
romonitor study, home delivery and 
takeaway outlets will grow the fastest (in 
unit terms) at 120.7% over the 2001- 
2006 period. At Domino's, CEO Arvind 
Nair, has been noticing business at his 
home delivery pizza chain boom. Ini- 
tially, 30-35% of Dominos’ business 
came from delivery. Today it is 70%. 
| Clearly small helpings are resulting in 


900 sq. ft, 25-seater. Another is a 500 sq. | big pickings for the fast food chains. 8 
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The Man 
His Role 
His Bank 


Graphics: ASHISH SAHI 


LOUNGE music wafts through 
Indigo’s tastefully done interiors. 
‘Page 3’ types sit sipping fine wine and ex- 
changing notes at this upmarket Mum- 


bai restaurant, while corporate honchos | 


and expatriates negotiate over Mediter- 
ranean food. 

But the flight of stairs leading to the 
terrace opens to a different kind of party. 


There are 35-year-olds and there are 69- | 


year-olds in this group. But all of them 
have distinctly North American accents. 
Most of them are first-time visitors to In- 
digo,and Mumbai. 





Meet the blue bloods of Silicon Val- ` 


ley's venture capital fraternity. Lets intro- 
duce the greyest head first. Dick Kram- 


lich, co-founder of New Enterprise | 


Associates, turns 69 in April. Over a ca- 
reer spanning 30 years as a venture capi- 


talist (VC), Kramlich has helped fund | 
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Getting them to India 
Ash Lilani —_ 
Country head (India) at Silicon Valley Bank 


Credit and banking services to technology start- 
ups in the Valley. Cross-border companies 

have raised close to $2 billion through the 
bank's US-Indus venture capital network 


He Offers Valley-based VCs looking for partners in India 













3Com and Silicon Graphics. He says that 
ifhe weren't a VC, hed be out of job. 
Across the floor is a familiar face — he 
comes to India quite often. IIT-Bombay 
alumnus and serial entrepreneur- 
turned-VC Yogen Dalal was part of the 
Stanford University team that designed 
the TCP/IP protocol. Dalal, currently the 


managing director of Mayfield Fund, 
loves asking entrepreneurs to describea 


typical day in the lives of their customers. 

Ravi Mohan, general partner at Bat- 
tery Ventures, and Rob S. Chandra, gen- 
eral partner at Bessemer Venture Part- 
ners, are ex-McKinsey men and 
maintain some links with India. While 
Mohan was one of the founding board 
members of the Indian Venture Capital- 


Battery Ventures 


Location San Mateo, California 


Capital under $1.6 billion 
management 


Target sectors BPO, wireless 
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Capital under N.A. 
management _ 


Target sectors Semiconductors, 
comm. systems, 
software apps ` 
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mitted capital. 

But why had all of them converged 
in Mumbai? The simple answer: to size 
up the opportunity in India, which all of 
them had ignored for so long. Now, they 
were trying to make up for the lost time. 

In the past six days, the team had 
been on a hectic tour of Mumbai and 
Bangalore. At the end of it, Indigo was 


| the venue for stock-taking. “After 42 


ists’ Association, Chandra keeps close ties | 


with The Indus Entrepreneurs. 


IGHT weeks ago, these four men 
came down to Mumbai as part of 





Valley VC funds. Collectively, this 
"group of technology investors 
represents almost $40 billion in com- 
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a larger delegation of 20 Silicon | 


meetings with local VCs, entrepreneurs 
and large corporate groups, the consen- 
sus was that they (the Silicon Valley VCs) 
needed an India strategy,” says Ash 
Lilani, country head (India) at Silicon 
Valley Bank (SVB), the person who led 
the delegation. 

As the prime mover of this initiative, 


| SVB had a crucial role to play. In 1983, a 


Valley 


team of former Bank of America man- 














__ VENTURE CAPITAL 


A pack of heavyweight private equity funds from 
Silicon Valley has discovered India. A close look at 


how these funds plan to tap the Indian opportunity 


Snigdha Sengupta finds out 


agers had founded SVB to fund tech | 
Start-ups in the Valley. After a decade, | 
SVB found itself in almost the same line | 
of business as Bank of America or any | 
other major bank. Says Lilani: “At that | 
time, the question was: do we want to | 
become a mini Bank of America? Or do | 
we look for growth in an entirely fresh ` 
manner?” | | 

Eventually, the team did evolve a 
new model: they decided to focus on the | 









-| Location Menlo Park, Cal 


Capital under $6 billion 
management 


Maam enuon iaman nera nanan eaan 


Target sectors Electronics and 
semi-conductors, 
healthcare 
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venture capital business. “We wanted Í 
to be the hub of venture capital activ- E 
ity, almost become a quasi-VC our- |, 
selves,” says Lilani. ~ 


To make sure that their business. Ñ 


risks were reasonably diversified, SVB ` 
decided to expand into other tech hubs 
in the world as well. In 1998, Lilani was 
sent to India to create a US-Indus corri- 
dor initiative. His mandate: bring VCs 
from the Valley and Indian tech entre- 
preneurs together. 

Of course, Lilani had one small 
problem: not many inside SVB consid- 
ered India a serious investment destina- | 
tion. Even SVB president and CEO Ken- | 
neth P Wilcox was ambivalent about the | 
country. Instead, SVB had decided to | 
bet big on China. Wilcox had been to | 
China on more than one occasion. Be- 
sides, there were already a large number | 
of VCs from China, who had been ac- | 
tively selling the China opportunity in | 
the Valley. It took Lilani five years to | 
change that perception. That only hap- | 
pened after Wilcox himself paid a visit to | 
India in January 2003. 








“Suddenly, it was no longer either | 
China or India; it was both,” explains | 
Lilani. Once SVB had figured this out, | 
getting the VCs to come to India wasn'ta | 
very difficult task. After all, SVB was a 
heavyweight in the Valley, and had 275 | 
out of the 323 VCs and private equity | 
_ India Development Fund. 


funds present there as its clients. 


The India visit followed a strategic ' 
plan. For instance, the team spent a full | 
day at the Reliance Infocomm campus | 
in Navi Mumbai. Their objective: to un- | 
s derstand the wireless telecom space | 
and get a sense of the technologies that | 
\ could first be tested in the Indian market | 
i] and then taken global. In Bangalore, | 
J they also met the top brass at Infosys to _ 
| figure out how the software giant lever- | 
aged its offshore development model. 
Next, they wanted to get a first-hand feel | 
of how a cross-border deal worked. The 
team of VCs visited July Systems, a start- 
up founded in July 2001 by former | 
Ashok | 
Narasimhan and Rajesh Reddy, who | 


Wipro founder-CEO 


pandin auaiss 


E BESS 


VENTURE PARTNERS 
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Target sectors Biotech, data _ 
security, enter- 
prise software 


wv 


had earlier set up Unimobile. The duo f 
planned to create a wireless super- { 
_ Structure that would knit together de- \ 
vices, networks and applications to Ù 
| enable seamless streaming of data. 


While Narasimhan ran business deyel- 


opment out of Santa Clara, California, 
Reddy managed product development š 


in Bangalore, 


In Mumbai, the delegation inter- ` 
acted with a team of venture capitalists ` 
based in India. Among them was Sumir 
| Chadha, senior managing director of 
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WestBridge Capital Partners. Chadha 
had led the consortium that helped 
raise $13.5 million for July Systems over 
two successive rounds of investment. 
There were others too, like Pradip Shah 
of Indasia Fund Advisors, Gopal Jain of 
the View Group and Luis Miranda of the 


By all indications, the visit was a real 
eye-opener. A few VCs like Battery Ven- 
tures and Bessmer Venture Partners said 
that they would begin investing in India 
in the next year. But will they bring real 
benefits for the tech sector in India? And 
how will the VCs from the Valley leverage 
the India opportunity? 

For one, VCs like Battery Ventures 
are Clear that India no longer has a 
unique competitive advantage as an off- 
shore base, Others in the fray like China, 
Taiwan and the Philippines have more 
or less caught up. As Battery Venture’s 
Mohan sees it, the trick would be for 
them to focus on emerging technolo- 
gies that would initially use India as a 
low-cost test bed and eventually take 
them global. 

The visit helped bust some myths 


jabout entrepreneurship in India. agi 
think we viewed India as an offshoring 


site for portfolio companies and not a 


place where there were a lot of start- 
T ups,” says Mohan. 


These funds could step up their in- 


|. vestment plans in stages. In the first in- 
|. stance, they are likely to target technol- 
ogy 


innovators in the wireless, 
semiconductor and also, the biotech 


SNE Ne aea MA INE eT RO ROE ANNE ny ae DAY PA EE EE naevia 
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spaces. “We are looking for capabilities 
that are available only in India and have 
global possibilities,” says Mohan. 

They could take their cues from The 


Carlyle Group's recentinvestment ofap- | 


proximately $10 million in Bangalore- 
based CAD/CAM start-up QuEST. The 
company provides design solutions to 
European and US aeronautics majors 
and has recently tied up with a Chinese 
company for back-end capabilities. 
There is another category of tech 
firms that is also well positioned to at- 
tract venture capital from the Valley: 
those that have chosen to use India’s 
outsourcing capabilities differently. 
Take a firm like the Bangalore-based 
Jareva Technologies, which was ac- 
quired by Veritas Software in a $62-mil- 
lion deal. Real-time back-end enter- 
prise software support is Jareva's 
expertise. And that will now be lever- 


aged by Veritas in the US market. Before | 
Jareva came along, most tech firms in | 


India had not looked at a real-time en- 
terprise software support service. 

While it is early days yet, one thing is 
clear: most of the new Valley VCs arent 
likely to invest directly in India. Given 
their lack of knowledge of the local mar- 
ket, the risks are simply too high. The 
primary investment would be made ina 
US-based company but up to 80% of the 
money would be channelled into the 
back-end in India. That’s where domes- 
tic VCs like ChrysCapital and Jump- 
StartUp, and banks like SVB, which has 
most of these companies as its clientele, 
come in. 








The Delhi-based 
ChrysCapital decided to 
experiment with the cross- 
border model nearly two 
years ago. The fund has 
invested in three such 
companies so far — 
TechTeam, Ephinay and 
Global Vantedge. Senior 
managing director Ashish 
Dhawan is looking at 
collaborations with funds 
from Silicon Valley for 
future deals. Sumir 
Chadha of WestBridge 
Capital and Sanjay 
Anandram of JumpStartUp 
are following suit 


Today, almost all the major domestic 


VCs are straining at the leash. By now, | 


most of them know that investing in 
tech start-ups with a cross-border 
model is their best bet. Some like 
ChrysCapital have done cross-border 
deals. In other words, they have in- 
vested in start-ups, which are based in 
the US, but have back-end operations in 
Delhi. But at an average size of $5 mil- 


lion-10 million, these deals aren't very | 


large. This could now change. 





“We will begin to see deals onano- | 
_ folio investments learn to leverage the 


ticeable scale,” says Pradip Shah, chair- 


man, IndAsia Fund Advisors. “Domestic | 
VCs will be able to find stronger partners | 


for their own portfolio companies.” 
A tie-up with a VC from the Valley 


Systems was one of the 
earliest recipients of 
cross-border venture 
capital funding. That has 
enabled CEO Ashok 
Narasimhan to balance 
front-end marketing in 
Santa Clara with R&D 
done out of Bangalore. 
July has raised a total of 
$13.5 million from some 
Valley-based venture 
capital funds till date. 
Soon more start-ups from 
the Valley are expected to 
adopt the July model 


BUSINESSWORLD 40 2 FEBRUARY 2004 





Silicon Valley start-up July | 


VENTURE CAPITAL 
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could help ratchet up the size of their 
cross-border investments in future. Yet, 
how these tie-ups will work isn't fully ap- 
parent now. It could either be a syndi- 
cated deal, or the Valley VCs could well 
set up a separate fund with participa- 
tion from the local ones in India. Market 
sources say that a leading Indian fund 


| has already been sounded out by one of 


the VCs from the Valley to set up a cross- 
border biotech fund in India. 

Initially, much of the focus could 
well be to ensure that their existing port- 


advantages of a back-end in India. 
Therefore, they would identify unique 
capabilities in India, which could be 
used to grow the strengths of their own 
portfolio companies back home. “Most 
of them have a very clear focus in terms 


_ of the verticals they want to invest in,” 








_ says Shah. “Their focus in India would, 


therefore, be to find an exact match to 
complement that vertical.” 
Eventually, these new VCs will try to 


| ramp up their own operations in India. 


“Already, Oak Partners, one of the VCs 
which made the trip to India, has ap- 
pointed Ranjan Chak as its India head. 
Many otherVC firms will be adding local 
representatives,” says Mohan. 

The VC community in India is ex- 
cited. Of course, there could always be a 


| slip between the cup and the lip. Later 


this year, SVB is leading a team to China. 
How the pie is eventually carved will de- 
termine if Lilani’s five-year stay in India 
has indeed been worth the wait. Ë 


SANJIT KUNDU 








Can Liquefied Natural Gas 





Liquefied Natural Gas (LNG)* is an environment friendly, clean 
burning fuel with low emission levels. in fact, it is the cleanest 
buming fossil fuel for vehicies. 


in February 2004, Petronet LNG will take a giant step in 
introducing LNG in seven states in india... And in ensuring 
biuer skies! 


Cast a quick glance at the table alongside to understand the 
scope of the project and then read on: Petronet LNG's natural 
gas supply will be used in applications as diverse as Power 
Generation, Fertilisers, Petrochemicals, Transportation Fuel, 
even Heating and Cooking in your homes! 


So while Petronet LNG ensures that you will breathe 
cleaner, fresher air on your morning walk, it will also allow 
you to get on to the fast lane for the future. 


* LNG is just natural gas cooled to an extremely low temperature (-160°C). 


Promoted by: 





change the colour 
of the Indian skies? 






Ask Petronet LNG in February 2004 
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Á project of national importance. 


Registerad Office: Word Trade Centre, 
ist floor, Sabar Road, darakhambe Lana, 
New Deli 110 001 Tel. 91 1) 2341368. 
Fax $1 11 238] 4271 wwe petroneting corn 
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THE board meeting held on 22 De- 
cember 2003 was like any other — 
with one vital difference. Unlike 
other board meetings, where the 
agenda is shared with a clutch of 
senior executives within Ranbaxy p 
Laboratories before the meeting, 
this one’s agenda was kept under 
wraps. Even before the meeting 
ended, news seeped out that CEO 
and managing director Davinder 
Singh Brar was leaving. By the time 
the meeting was over, people were 
bunched in corridors, discussing 
what would happen next. Over the 
next few days, employees queued 
outside Brar’s room to meet him 
and then queued outside CEO des- 
ignate Brian Tempest’s room, 
across the hall from Brar’s, to con- 
gratulate him on the ascension, 


alvinder Mohan Sin 
wears his inheritance lightly. If you didn’t know him (or had 
visited his farm house or seen his Mercedes), you could mis- 
take him for yet another urban Indian professional — well-ed- 
ucated, a techie or a banker, and very middle class. He is ex- 


cruciatingly polite, opens car doors for you, prefers being——— 
addressed by his nickname Malav, wears everyday clothes... in 
sum, goes out of his way to dispel any notion that his family 
owns roughly a third of a company that's worth Rs 20,000 
crore. Fellow 30-something scions of Delhi business fami- 
lies add unanimously (and somewhat lamentably) 
that Malvinder’s lifestyle, too, is middle class: he is ` 
rarely seen at the happening dosin the capitalandis > 
very, very, low key. He would rather be at work, | 
they say. Yet, on 4 July 2004, when Ranbaxy 
Laboratories’ Davinder Singh Brar steps 
out of the company’s Nehru Place 
headquarters one last time — 
some say he may do so 
even earlier — 
the burden of ex- 
pectations on the shoulders that, so far, have carried the in- | the 21st century ideal for Corporate India is — a business dri- 
heritance imperceptibly will be crushing. | ven by intellectual capital, global operations, with more than 
If it were any other $1-billion company, the task wouldn't | 70% of revenues flowing in from overseas, and highly valued 
have been as onerous for Malvinder. (Ranbaxy’s stock dipped | on the bourses. This means the company is avidly tracked, its 
and then stabilised on news of Brar’s exit, but that could bebe- | every move dissected. Ranbaxy also carries a disproportion- 
cause the news came in the middle ofa bull run.) But Ranbaxy | ate share of the country’s pharma ambitions, a sector where it 
has its own peculiarities. Despite its size, it’s still somewhaten- | can excel globally. Finally, there's the issue of Malvinder'’s own 
trepreneurial in spirit, having been led by personalities such | legacy—son of an acknowledged visionary with whom com- 
as Parvinder Singh and Brar. Insiders tell you that they are | parisons will be inevitable and, perhaps, not too flattering. 
wired to owe allegiance to individuals and not the company. | Those who know Malvinder say that now is the moment 
So it’s important to have the right man, with the attributes of | that he has been preparing for all his life, or at least since the 
an alpha male, on top. Also, Brar’s exit is sudden, though he | time his father's illness was detected and he realised that he'd 
may have been talking about leaving for a while. The agenda | have to run Ranbaxy sooner than later. In the last three or four 
that Brar himself championed, Vision Garuda and the strategy | years, Malvinder has been periodically discussing the topic of 
map up to 2012, therefore, remains unfinished. Then Ranbaxy | his ascension with confidants and believes that nobody can 
is one of India’s hottest outfits, one that fully embodies what | ever be completely ready for the top job at Ranbaxy and the re- 
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SCTE Tae 


i an Tempest is 
EEO designate, 
while Malvinder 
Singh, though 
president, is 
pabien Clearly CEO-in- 


takes that leap. 


® 3 
But there's also a paradox at work here. Though Malvinder walting ‘i Wh at 


is widely being viewed as the successor to the corner room in a 

spirit, there'll be someone else occupying that seat in flesh. th 

Brian Tempest, till recently president (pharmaceuticals), is O e S 1S | | i e a I } 
CEO designate — he steps into Brar’s shoes, while Malvinder 


€ 
steps into his. So, while much is expected of Malvinder, legally, fi th IS d 
heisstill not boss. O r = n lan 


That makes the transition at Ranbaxy unique. And raises | 9 2 
many issues. The first one, put starkly, is a bit like this. While h t 
Tempestis the CEO, Malvinder, who also represents Ranbaxy’s p arma lan e 
owner-family, is clearly CEO-in-waiting. Moreover, Tempest is 


56 years old and is due to retire in the next 18 months in June By D. N h Muke r] e a 


2005. The board hasn't made any noises yet about extending 
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his tenure. So, who will actually call the shots? 








































ever, the answer isn't as simple as it appears. In a detailed in- 
terview to BW (See ‘Tempest Unplugged’ on page 48), Tempest 
makes it very clear that he expects his tenure to be extended; 


that this time, the owner will report to the professional. 
son always heads the business and owners end up being man- 


identified with Brar.) So, how come the Ranbaxy family is al- 
lowing the elder son to report to a professional manager after 


(Tempest would never have made this statement unless he 
was sure the nod was on its way.) This also doesn't quite gel 
with a statement Malvinder had made when BW met him in 
September 2003. To a question on whether, as a shareholder, 
he was comfortable with the idea of another professional at 


thought that family members could never be professionals. 
Those who know the Malvinder-Tempest equation help 
make sense of this. For one, just because it's never been tried 


close, a proximity that was forged after Malvinder took over 
the India operations on 1 January 2003. In fact, Tempest lent 
his support to Malvinder to help turn the India business 


many personal ambitions (something the board is comfort- 
able with) and knows he is regent while Malvinder is heir ap- 


D.S. Brar making Way 


Ranbaxy’s First 
Professional 
created one of 
India's most 
admired com- 
panies. But his 
sudden, though 
not entirely 
unexpected, 
departure has 
created a 
moment of 
reckoning for 
the company 





It’s tempting to conclude that it will be Malvinder. How- | 


he won't merely warm the seat. “I think it will be longer than | 
what people are imagining at the moment,” he said. Tempest _ 
also expects his partnership with Malvinder to work out as ` 
well as the famous Parvinder-Brar relationship, never mind ` 





That sounds highly contrarian, improbable and even ab- | 
surd in the Indian family business context where the eldest | 


agers too. (Some say Brars exit had something to do with the ` 


fact that the family thought Ranbaxy was getting too closely | 


the exit of another one? And how come the professional is be- | 
ing allowed a longer reign than is commonly presumed? | 





Ranbaxy’s helm after Brar, he'd replied that the media always | 


before doesn’t mean it can't work, they say. Two, the two are | 


around. But, most importantly, Tempest doesn't have too | 
| hospital project and has, so far, played no significant role in 
| Ranbaxy.) Also, though Tempest’ straight talk in the interview 








parent — some sort of a Bairam Khan to Malvinder'’s Akbar. In 
his interview, Tempest admits that he has few ego issues. That 
allows the two to work closely without their personalities 
coming in the way. Moreover, Malvinder (and the Ranbaxy 
board) understands that Tempest brings some skills that 
Malvinder doesn't possess yet. One, a face that’s more accept- 
able and two, an ability to squeeze out operational efficiency 
and keep the numbers ticking, quarter on quarter. 

Given his previous job description, Tempest, along with 
Brar, had been Ranbaxy’s face in front of an international au- 
dience: distributors, investors, partners, Big Pharma, et al. 
Tempest also has roughly 32 years of experience under his 
belt, much of it with companies such as Fisons, Glaxo Hold- 
ings, Beecham and G.D. Searle. Therefore, he is more accept- 
able globally — that’s critical given Ranbaxy’s overseas inter- 
ests — than a 32-year-young inheritor. 

“In the international context, Tempest is better packaged 
than Malvinder and that’s where Tempest brings the most 
value,” says a Ranbaxy watcher. Analysts say that even at ana- 
lyst meets in India, they almost never got a chance to interact 
with Malvinder. Though that has changed somewhat ever 
since Malvinder started heading the India region, investors (a 
community Ranbaxy handles with special care) are still more 
familiar with Tempest than Malvinder. 

Tempest’s grip over Ranbaxy’s operations should also be 
useful to Malvinder. Not too many people consider Tempest 
to be a keen strategist or a visionary, but they admit that he 
never takes his eyes off the quarter-on-quarter growth targets. 
That’s important if Ranbaxy wants to maintain its 20% com- 
pounded annual growth rate and keep investors happy. 

But whatever role Tempest may play today, the answer to 
‘Whose Ranbaxy is it anyway?’ is unambiguous — it is Malvin- 
der’s. (His younger brother Shivinder is busy with the Fortis 


that follows throws a great deal of light on what he expects to 
do, and puts to rest speculation about his role, it is clear that af- 


| ter this round of change, Malvinder is on fast forward to be 


Ranbaxy’s CEO. And however long Tempest’s tenure may turn 
out to be, Malvinder will be CEO before you realise it. 
Malvinder’s immediate priorities are getting his own team, 
people who are willing to climb mountains with him. Then 
he'll also need to pay attention to the company’s acquisition 
strategy. For example, the recent purchase of RPG Aventis in 
France has added a neat $50 million to Ranbaxy’s topline. The 
company is also looking to buy some brands in the US in the 
next 18-20 months, besides scouting for opportunities in Ger- 


| many. While the global business is clearly Malvinder's respon- 


sibility as president, if he can get his acquisition strategy right, 


| then by the time he takes over as CEO, the company will have 


gained further momentum. And, finally, Malvinder may need 


| to add further edge to his research team. 


Today, as he stands on the threshold of what he believes is 


| his rightful destiny, he has one thing going for him. His col- 
| leagues are willing to give him a chance. Part of that comes 


from the fact that he is seen as an earnest executive who is will- 
ing to lead from the front. Another part stems from the fact 
that he is seen as someone who turned Ranbaxy’s Indian oper- 
ations around even when more seasoned managers failed, 
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and part comes from the fact that he is the son of someone | 


whoremainsanicon. 


Of these reasons mentioned, the first two give clues about stock. Investors ho pe that Malvinder will guard against taking 


the manager Malvinder is. Though it was always clear within 
Ranbaxy that a strong domestic business was key to global 
strength, because of the sustained focus on the US the India 
business had languished. Malvinder did a few things after he 
took over. He ensured that his sales representatives covered 
the right doctors (the coverage ratio went up from 30% to 
70%), improved fiscal discipline (better than industry working 
capital management and credit control), realigned product 
portfolios and focussed on specialty-oriented therapies (car- 
diovasculars, antidiabetics, orthopaedics, dermatologicals), 


among other things. He also reworked the organisational ` 





Ranbaxy’s investors are also wondering whether Malvin- 


_ der has it in him to ride the ups and downs of the Ranbaxy 


structure, which was seen as a bold move within. His prede- | 


cessor, Sanjiv Kaul, had created a 
more matrix-like structure; it was 
dubbed Project Pyramid. Malvin- 
der changed that and created a 
structure where the line respon- 
sibilities were clearer. 

The results are there for all to 
see. According to AC Nielsen 
ORG-MARG statistics, between 
November 2001 and November 2002, the domestic 
pharma market grew by 10%, while Ranbaxy grew a 
mere 8%. Its marketshare was at 4.6%. Over the next 
12 months, though the market growth had slowed to 
5%, Ranbaxy grew by 7% and also improved its mar- 
ketshare (4.7%). 

Now, ever since Malvinder came back from Duke 
University after a masters in business administration 
and joined Ranbaxy in May 1998, he had worked on 
different projects — information technology, gener- 
ics, late lifecycle brands and global licensing — but 
India was his first clear line responsibility. And he 
went out of his way to prove his mettle, aware that 
everyone would be watching. “He used to travel 28 
days a month; his car was the last to leave the Ran- 


baxy parking lot at night. It was almost as if he was saying, | 


‘Guys, if you can doit, can do it one better,” says an executive. | 


Those who have known him over the years say that in the last 
four-and-a-half years, since his father's death, he has matured 
remarkably as a manager. “Malvinder is sweet and soft on one 
side, but he is very sharp on the other,” says a Ranbaxy 
watcher. Others add that Malvinder has the same knack of in- 
spiring people that his father had. Someone who has seen 
them both says that Malvinder is “genetically endowed”. 

But the market isn't satisfied with such answers. Some an- 
alysts wonder whether Malvinder is capable of handling a 
complex international business. (Tempest says Malvinder is 
being put through the paces so that his understanding cata- 
pults.) Some analysts are worried about how he will address 


make-or-break issues like the launch of a generic in the US ‘at 


risk. (This means launching a drug even when patent litiga- 
tion is pending. If the generic firm loses the case, it has to pay 
hefty damages to the innovator. Ranbaxy launched generic 
Augmentin at risk in January 2003.) That would need guts and 
the ability to gauge the actual risks involved. 


_ US market in the early 2000s, he did not scale 


short-term measures to please the market. Here they highlight 
Brars ability to batten down the hatches and ride out aham- 
mering, but not scale back on a strategy he believed: 
when the market was criticising Ranbaxy for-b 

















ence there, Can Malvinder show similar courag 
ing new markets? We don't know yet,” says a fun 
There's been some evidence of Malvinder’ 
When the out-licensing negotiations for mole 
were on with Schwarz Pharma, mid-2001 thro 
both Tempest and Brar had set a minimum, 
cule and allowed Malvinder to lead the neg 
der bargain 
most to the 















sughly 


be the high point of his career and had once admitted that 
when the deal was finally concluded on 25 June 2002, he was 
very emotional and thought ofhis father. He also hugged Brar; 
they were both sitting in Brar’s room when the news came. 
However, some Ranbaxy watchers use the same deal to 
single out Malvinder's presumed inexperience. “As a manager, 
Malvinder had done spectacularly and got the best price. But 
as a shareholder, he should have questioned the validity of 


| out-licensing a molecule to Schwarz, especially when the 


company knew that it wanted to get into the NCE (new chem- 
ical entity) game. After all, Garuda came soon after,” says a 
Ranbaxy watcher. “If Schwarz, which is roughly the same size 
as Ranbaxy, and with lesser profits, can take a molecule to 
market, why cant Ranbaxy?” he continues. 

Given Ranbaxy’s business model, Malvinder's true mettle 
will be tested not now, not next year, but a few years after that, 
by when Tempest will also have retired. Simply put, Ranbaxy 
files for abbreviated new drug applications, which take any- 
where between 18 and 24 months before they get cleared. And 


_ since all of these don't necessarily get clearance, Ranbaxy files 
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— the successful patent chal- 


— x x 2006/2007 so that the earnings 
| from there can bankroll the 
| proprietary product. 


| moves towards its $5-billion 
| sales target by 2012, it will need 
| to doa lot more of what is al- 
| ready underway — acquisi- 
~ tions, new drug delivery sys- 

| tems, and the like — to keep 
(growth on track. All this will 
| clearly happen on Malvinder's 
| watch and that’s when he'll 


Fare already betting that the 
| Garuda plan may get tweaked a 


| sat in-licensing in a more ag- 
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` E | enough of them to keep its topline and profits ticking. The 
«@ pipeline of drugs is reasonably well-stacked till around 2005. 

‘ae Sure, there could be short-term blips, like the concerns being — 
Pee raised about cefuroxime axetil. Cef axetil, which even last year _ 
|”. fetched Ranbaxy around $100 million, is expected to do no 
| better than $60 million in 2004 thanks to price erosion. [This is 
| also expected to pull Ranbaxy’s return on capital employed 
| down. But Tempest and some analysts believe (See ‘Key Prod- 
| ucts For the US in 2004’) there are other products than can 

/ compensate for cef axetil’s collapse.] Now assuming Tempest 
| isaround for at least two years, he could take care of Ranbaxy’s 


needs till, say, 2007. In fact, it's quite likely that Ranbaxy will 


— nudge the $2-billion sales figure by 2007, the first milestone in 
| Vision Garuda. However, after that, its anybody's guess. 
2 One reason for that is, according to Garuda plan (Tempest | 
| says they plan to stick to it), Ranbaxy desires to have some, 


or are close to retiring. And their replacements, though all 
pedigreed professionals, are new to Ranbaxy and havent yet 
proven whether they can work as a compact, high-impact 
team. For example, Dipak Chattaraj, head of the critical US 
business, is slated to retire in the next couple of years. Peter 
Burema (formerly with Bayer), who heads Europe, doesnt 
have retirement looming large, but is new to Ranbaxy, having 
joined in September 2000. So is chief financial officer Ram 
S. Ramasundar, who joined Ranbaxy last year as Vinay Kaul’s 
successor. Meanwhile, Vinod Dhawan, head of South-east 
Asia and Latin America, has also recently retired and Atul Mal- 
hotra (an ex-Hindustan Lever hand), who was earlier in 


_ charge of the Middle East, has been given additional responsi- 


bility of the Asia-Pacific region. But he too is new, having 
joined barely two years ago. Then, with Malvinder’s ascent, the 


_ post of India head has fallen vacant. While no announcements 


proprietary, research-led products out in the market. To do x 


month market exclusivity to 


lenger) somewhere around 


Also, 


sometime then, as Ranbaxy Generic 
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. Cefuroxime Axetii 


4 . en Fluconazole 
need to deliver. Some insiders 





Fosinopril 


— : Citalopram 
bit, and that Ranbaxy may look | 
i at Ranbaxy may 100 Metformin 


Q4 


| gressive manner. 
Ranbaxy employees say 


Loratadine _ 


— that though they are with him 
| today, Malvinder’s performance over the next six months to a 
| year will be heavily scrutinised. It's also widely accepted that 
| hewill need his own team to deliver the goods. And that he 
| had better start preparing now itself, identifying those who 
|= would be willing to ride with him. The younger employees at 
| Ranbaxy — those in their mid-30s to the early 40s — are al- 
| ready filled with a sense of adventure, hoping to sally forth 


| with Malvinder and conquer the world pharma market. 


— that, itneeds to swing a few Para IVs (a system that allows a six- : 


ney products for the US; in 2004 





hese products. But n is expected to shortly 







Lotensin 
Vantin 


Glucophage XR 
Cipro 
Ceftin Suspension 
Diflucan 
Monopril 
Celexa 
Met Dispersible 
Claritin D 


| Malvinder hasn't made his choices yet, or, if he has, it’s not | 


| widely known. But he is known to be looking. 


One of the areas high on his list of priorities should be | 
R&D. It appears that Rashmi Barbhaiya, president (R&D), who ` 
| company website now carry Tempest's quotes and not Brar's. 


| wasinducted with a lot of fanfare (he comes from Bristol Mey- 


i ers Squibb), is having plenty of people issues and is not quite 


: | fitting in. It’s been close to two years since he’s joined. 


Then, on the business side, most of the people who built 


| 


the business either with Parvinder Singh or Brar have retired ` 


have been made, the name of Sanjeev Dani {currently director _ 
(India operations, Delhi hub) and effectively Malvinder's No. 
2] has been doing the rounds. 
Predictably, the team that 
worked with his father (Vinay 
Kaul, J.M. Khanna, Bimal 
Raizada, and others) have also 
retired, with Brar being the last 
to leave. 

“All I can say is that from 
now on, it will be a long haul for 
Malvinder, and he better pick 
his admirals and generals fast,” 
says one Ranbaxy watcher. 
(Tempest, in fact, argues that 
given Ranbaxy’s depth and 
span of talent, the company 
will no longer need to rely 
on the performance of just a 
few people.) 

Some argue that Malvinder 
will also need to have a high- 
quality board in place if he is to 
make Ranbaxy truly world- 
class. They believe that the 
board should play a serious, 
advisory role as Ranbaxy keeps adding heft. On the board, 
Malvinder is known to be close to Harpal Singh, a former Tata 
Administrative Service officer and also his father-in-law. 
Harpal is seen to be some sort ofa mentor to Malvinder. Those 
who know Harpal call him an extremely decent individual, 
with a sharp and analytical mind but not quite the best person 
to advise Ranbaxy on globalisation. Malvinder is also close to 
Vinay Kaul, a confidant of his father’s, who, though retired, still 
continues to be on the board. 

These days, Brar looks calm and tranquil, a far cry from the 
fire-breathing boss, dashing all over the world. The transition 
in Ranbaxy is visible in other ways too. News items on the 
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_ And a company that grew thanks to the magnificent obses- 


sion of two men has made its generational shift. 


With reports from Gauri Kamath 
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A Scheme 


that lasts for a lifetime. 
LIC’s Group Gratuity Scheme 


A plan that’s advantageous to 
employers as well as employees 


e Tax exemption for employers 
e Life cover for employees. 


è Simple administration; no more worries of liquidity planning for 
gratuity payments ® Attractive returns and tax benefits 
© Scientific funding of gratuity liability recommended by LIC 
è instalment funding for past liability; available with 100% IT relief 
in the year of payment © Employees insured for death benefit 
based on future service ® Dual benefit of liquidity with high yield 


OUR OTHER GROUP PRODUCTS 
e Group Superannuation Scheme * Group Savings Linked Insurance Scheme * Group Insurance Schemes covering various needs 
e Group Leave Encashment Scheme 


For further details, contact P&GS Unit at the nearest Divisional Office or email : licpgs@bom3.vsnl.net.in 


w Life Jusurance Corporation of India 


Trust - Thy name is LIC 


Visit www.licindia.com 





Insurance is the subject matter of solicitation 
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D.N. Mukerjea catches up with Brian 
Tempest in what is the Englishman's first 
exhaustive interview after becoming 
CEO designate. Excerpts. 





£ s managing director (MD), is there a spe- 
cific mandate you have from the board? 

My role is to lead the company and take it down the path of the 
vision we've already detailed. I was part of that process. We 
were all part of that process — the vision to build a research- 
based pharmaceutical company with sales of $5 billion a year 
by 2012. That is clearly where were going. 

m That is the clear mandate that you have? 

That is the board-approved vision for Ranbaxy. 

m There are questions being asked about your tenure in 
Ranbaxy Laboratories. You retire in June 2005. Will your 
tenure be extended? 

All I can say on this is that it is for the compensation commit- 
tee of the board to declare what is the tenure of my contract... 
but I don't expect to be around only for a couple of years. I 
don't intend to stop working when I am 58. Overall, it is for the 
compensation committee to announce the tenure of my con- 
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tract. But I think it will be longer than what people are imagin- 
ing at the moment. 

ú Will that be as MD, or could it be in some other role? 

No, no, I am talking about my contract as managing director 
and CEO. But it's the compensation committee of the board 
which will declare it in the next month or so... this is the time of 
year when these kind of things are sorted out. 

m How is the arrangement between Malav and you going 
to work? 

I see it as the way D.S. Brar worked with Parvinder Singh. When 
Parvinder Singh passed away, I began working with D.S. Brar. 
He moved on to the position of MD. And I have worked with 
D.S. Brar in the same manner for three or four years. So it will 
become the same sort of relationship. 

= But Brian, D.S. Brar, the professional, reported to the 
shareholder. Here, it is the other way around. The 
shareholder will report to the professional. 

Yeah. This issue in terms of whether you're a shareholder or a 
professional is a bit of a red herring. In fact, Parvinder Singh 
himself, who was one of the best professionals Ranbaxy has 
ever had, was also a shareholder. So, I think the focus that 
Malav has got is to become as professional a leader as he can 
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become. We are all in the company in different roles trying to 
improve our professionalism. And I think that’s the key issue. 
# The point I was trying to make is, then the hierarchy 
was very clear. Here the hierarchy is reversed. Which is, 
you are the boss, while the shareholder reports to you. 

But he’s been reporting to me for the last few years. 

# I know. But the sense one gets, from the outside and 
even when I met Malav last time, is that he wants to be 
CEO as quickly as possible. So that does complicate 
matters a bit, doesn’t it? 


date in April — and then he'll be picking up some of the other 
parts of the world. So he will be evolving into the presidential ` 
position. The fact that he actually, in his own personal rights, 


operating in a very professional manner inside the company. 
And that's the way that we operate. 

# Does that make the process a little more difficult for 
you, because you have a 30% shareholder... 

Tam what I am. I am a man who has worked 30 years in phar- 
maceuticals since 1971. I am a man who has worked in 4-5 


to do for Malav, because I cared so much for his father, is that I 


and training himself. 


in the strongest position as possible. 
The two of you are considered to be extremely close. 
And that should obviously make the working easier. 


deliver those results. 

# How comfortable are you, stepping into Brar’s shoes, 
because Brar had a larger-than-life persona? 

I was honoured to have worked with him for eight years and | 
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' expertise to Malav so that he can operate an 
_ through. And, ata strategic level, I can apply my min 
. asanyone else. 1 
_ has certain shares in the company is a separate issue. We are | 
_ It does not bother me. Because, if the vision’ 
_ quence ofa lot of thought, then it should be valid 
_ who is leader at that time in the company. ifitwas : 
_ honest conclusion of a lot of data that went into it, thent 
_ will end up being the right strategy no matter whether this. 
| person goes in or that person comes in, or whatever. 

companies. I've managed pharmaceutical companies around | 
the world. [have a certain knowledge-based experience. And! 
have a brief and I’m getting into that brief. Malav is somebody | 
who has taken on a new role. And one of the things that | want | 
_ vestigations in the past, 80-odd people; we have 40-50 country 
want to make sure that Malav gets the very best of guidance ` 


_ given that those who built today’s Ranbaxy along with 
_ Dr Singh and Brar have retired or are retiring. And 
_ Ranbaxy works in an entrepreneurial manner, with a 






















_ I've worked very closely with him in the last for 
_ difficulty with that at all... | 
_ P'llstill have a good relationship with him. 
_ @ Does it bother you that people will se 
| you now? | 
_ That's life. People will always sav... people , : 
_ way that Brians done this and Brians done 
_ stepped into his shoes four years ago, his 
_ @ Put bluntly, people see you more as: 
_ person than a strategist and a visiona 
There is currently a process of handover of responsibilities go- 
ing on. I set up a relationship with Malav, where he is now ` 
moving away from India. For his India responsibilities, he’s ` 
working on a succession plan. He is now focussed on Europe | 
and he will be then moving into the USA... — I think we've seta ` 


and Im sure after? 


yourself? 
Well, lam capable of turning my hand tol 
had to be strong in operations because tha 
have, for the last four years, closed on the: 
quarters. And one of the things | will be doingis! i 


"aa 


m But the strategy and vision won't be yours? ` 









sapu 


My own particular style is that I'm quite clear on develop- 
ing the strength of the Ranbaxy team. And I think a lot of syre 
ergy, a lot of productivity and efficiency can come out of that. 
Because we have got a team of, as you have seen from your in- 


managers working for all these regions, 15 or 16 plant direc- 


_ tors around the world; we have 22 vice-presidents, some are in 

So I have no issue in terms of the fact that he, in his own | 
right, has those shares, but I will be using my experience and ` 
my knowledge to make sure that when my position is up, heis | 


R&D, some in manufacturing, some in the central core areas. 
And actually bonding that group together and getting that 
team to work well is going to be the critical issue. Because, on 


_ the one hand, you've got these strengths, these competitive 
_ edges that are very strong coming out of India. And, on the 
_ other, you've got US and Europe. So, it’s actually the human 
He's done a good job in India. I’m a man who is impressed by ` 
results. That makes life a lot easier working with him if he can | 


side that’s going be the critical issue. 
i@ But it’s around the team that issues are being raised, 


' small group working closely, and they have done the 





tory __ 


| miracle. Many of your senior team has barely known each 
=% other for a few years. 
| «= Thesmall group of people you refer to was actually four or five 
| years ago. But it is not just a small group of people anymore. A 
a 4 lotofthe miracles you are talking about has come out teams of 
people in different parts of the world. You know we have teams 
| _ Of people across America and across Europe. It’s out of those 
s | teamsthatsome of the miracles have yet to appear and we are 
= actually saying will come out of (them). 
| ® Whatis your greatest contribution to Ranbaxy so far? 
| Ihave been leader of the pharmaceutical business in the last 
| three or four years. In that time, the company has moved to a 
| totally different shape geography-wise. On a global basis, we 
‘ are a lot different company than what we were.... One of the 
| __ great things I have been able to help Ranbaxy with is globalisa- 
| tion and internationalisation, which was quite easy because 
- _ DS.Brar was himself already in that mindset. So, together, we 
| actually made a lot of progress in that area. 
| # Doesit bother you that you don't get full credit for it and 
| alot of it goes to Brar? 
| iknow what! am. I don't need to see it in the newspapers or 
| seeitwritteninabook.1am the man Iam. It's as simple as that 
| really. don't have a huge ego. 
(| #® I was about to ask you that. I would imagine that also 
| gives the board a great deal of comfort, the fact that you 
| don't have a huge ego. 
| Well, you'd have to ask the board that. We have a good feeling | 
| around the table on the board and 


individual. There is a lot of loyalty within Ranbaxy, for the 
company. I think a lot of people hold the company close to 
their hearts. So, in the nature of things, there may be one or 
two people. But... Ranbaxy will upgrade and will be an even 
stronger team after that. So there is no hit list. 
# How will you handle the stockmarket? 
I think, at the end of the day, the market gives you a return for 
successful strategy. Investors turn up at our meeting and say: 
“I criticised you but you did what you wanted and you did the 
right thing”... At the end of the day, the investment commu- 
nity will reward those people who set an honest strategy. The 
investment community looks on the Ranbaxy management 
as being able to, in the past and in the future, build strategies 
and develop them. 
æ Some people say that Brar has been treated unfairly. 
How do you plan do deal with that? 
I've known for a year that this was on his mind, what he 
wanted to do, so it was no surprise to me at all. I’ve been on 
meetings where he has talked about it openly so.... And this is 
his decision, his desire. 
Ææ But people in the system... 
People will always think what they want to think. The most im- 
portant thing is that people get busy working on the first quar- 
ter so they don't have time to reflect on these things, you know. 
m What are Malav’s biggest strengths as a manager? 
I think he is a very smart manager. He is able to form bonds at 
different levels of the company, going down and at senior lev- 
els of the company. He's worked well 


— Ç — that’s important you know.... è a z on three or four different assign- 
| w There seems to be an issue with isla RU l: USE ments, he’s worked for me and I as- 
| Rashmi (Barbhaiya). Everybody | sume he's going to work well as pres- 
(says that they can’t get along with lo L ge r th an wh at ident of the pharmaceutical 
— Rashmi. Is that one of the issues peo p | e ima gl ne business. 

| youwill need to deal with first? æ What are the areas where he 


| (Laughs) Rashmi brings with him a 
— lotofstrengths in the discovery area, having come from Bristol 
| Myers Squibb. He feels he's got a lot of contribution to make 
| and he’s for the first time moved into the generics space. So 
| he’s getting used to a generics company, which has its own pe- 
| riod of settling in and these issues happen with everybody 
|] who moves into a generics company from the branded side 
| of things. 
| « It’s been about two years since he’s come. That's pretty 
| _ longtosettle in. 
= Hesmovinginto generics space. It's not so easy. 
| #w Are you looking at restructuring people portfolios, 
(| moving people around? 
| Notonagrandscale. There will be some change by the defini- 
— tion. There will be maybe... one or two people may leave when 
| DSB (D.S. Brar) leaves. That will generate some sort of re- 
| _ sponse, but not panicking. That is just everyday business. 
| = How many people do you think will leave the company 
— when DSB leaves? 
— {don't know. You got to ask him. There could be one, there 
| couldbetwo. 
| # People say that once DSB leaves, there could be some 
- sort ofa hit list out, of people who were perceived to be 
— close to DSB and... 
| People work for Ranbaxy, they dont necessarily work for one 








needs to improve? 
His overseas international experience is one area. He's going 
to have that over the next few years. But, at the moment, he 
is evolving. 
m I believe you greatly supported him during the India 
turnaround. You took a personal interest. 
That's my job. I take personal involvement in the evolution of 
the USA business. I have very close personal relationships 
with all the sales guys in the USA. 
a When you started did you think you would head a 
billion-dollar company? 
I started out as a sales rep, and I got trained in sales and mar- 
keting. My father was a barber, and he told me ifyou dont pass 
your exams, you will be sitting here with me, cutting hair. And 
that is when I decided that it was time to get on with things. 
# Ranbaxy has the habit of creating deities out of its CEOs 
and maybe that could happen to you as well... 
I think that is unlikely. I am a team player. And I think the 
team’s important. In fact, I have given instructions that I want 
pictures taken with the management group. I want to see the 
picture of the management appearing in the newspapers, not 
one picture of the CEO. I want pictures of the factory, of the 
R&D team. That is the strength of Ranbaxy. Because that is 


_ what will take Ranbaxy through. It’s an MNC because of that 


group of people. a 
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Underwriters Laboratories Inc. (UL) U US \ 
Canadian Standards Asaition(C9 ) 
ISO 9002 from RWTUV, Germany and 
ISO 14001 form KMAQA, Korea. | 
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organisation of unusual strengths- 
excelling in Industrial Fasteners, Pipe 
Fittings, Builders’ Hardware, Electrical 
Stampings, Pressed Steel and Plastic 
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0—290 kmph in 95 years. 


In less than a century, Chevrolet has 
become an intrinsic part of Americana. 

Ask any American, and he'll tell you that 
the Chevy isn’t just a car but a part of the 


American way of life; just like apple pie, 





The Superior Series V- Coupé, 1926. 


baseball and rock ‘n’ roll. 


So what is it about Chevrolet, that’s made 





The Chevrolet Special Deluxe, 1940. 


“| love my Chevy” the second most popular 


declaration of love in the continent? That’s 





The Chevrolet Corvette Convertible, 1956. 


helped write over 250 songs? That’s made it 


the preferred car of Presidents, Hollywood 


Visit us at www.gm.co.in 


divas and rock stars, and helped sell 3.5 
million cars a year? 
Since their first car rolled out in 1911, 


Chevrolet has sold over 150 million quality . 


cars that are well-designed, fun to ride and 





The Chevrolet Impala Sport Coupé, 1959. 


years ahead of the competition when it 
comes to technology. 


In 1924, Americans were able to croon 





The Chevrolet Impala Convertible, 1964. 


along with their favourite singers as they 
cruised in Chevrolets fitted with car radios. 


A first in motoring history. 





The Chevrolet Kingswood Wagon, 1972. 


And when rivals offered customers cars ‘in any 


colour he wants so long as it’s black’, Chevrolet their cars with first generation airbags and 
gave them the option of Colour Duco finishes. catalytic convertors. 


The 30s saw the emergence of the sedan, Today, the American legend is here in 





The Chevrolet Camaro Coupé, 1976. The Chevrolet Corvette, 2004. Maximum speed - 290 kmph. 
America’s beloved family car, and in the India, with the Optra and the Forester. Cars 
50s, Chevrolet gave the Italians a run for that bring you Chevrolet's cutting-edge 
their money with the Corvette - America’s technology, superior styling and plush luxury. 
first sports car. There it is, 95 years of motoring excellence 





and indisputable success. 





The Chevrolet Optra, 2003. 


And in the late 70s, Chevrolet showed All we can say is, “ You've come a long 
that they cared about the safety of their way baby.” 


Watch out for the sensational Chevrolet Corvette 2004 
Commemorative Edition on display in Mumbai and Delhi. 


CHEVROLET 


Sale! 





The Chevrolet Tahoe, 2003. 


For a special journey 
customers and the environment by fitting called life. 


ENTERPRISE NEXUS 74628 


PROMOTIONS 


M allya Aditi International School, which was founded in 1984 by a 


pioneering group of women led by Anne Warrior and Geetha Narayanan, 
remains true, twenty years on, to its core competencies: teaching and 
learning. 


That MAIS provides exciting learning environments is evident in the bright | 


classrooms and the highly interactive processes within them. Students are given a range 


of opportunities for learning - a robotics club meets regularly where students of Std.11 ' 





professional development project was the school's tie-up with Oxford Brookes University 
in the UK. Several MAIS faculty are now Oxford-Brookes graduates, including Geetha 
Narayanan herself. Some others have completed Harvard University's online Teaching for 
Understanding course. The school's Principal, Sathish Jayarajan, believes that MAIS 
would be a world-class institution on the strength of its faculty alone. 

There is growing appreciation within the MAIS community that each student learns 
differently. Students with learning differences have the advocacy, support and assistance 


Mallya Aditi International 
School: Excellence in 


Teachi 








ng 


test the hypothesis that genuine understanding comes from hands-on experience; a social 
science unit on Greece in Std.6 culminated in a presentation for parents that showed how 


music, art, dance and 
drama were used both 
to leam and 
communicate . the 
learning; shortly after 
9/11 a lecture on 
Islam in senior school 
Geetha Narayanan Sathish Jayarajan led to an animated 
Director, MAIS Principal, MAIS discussion that 
extended for four hours at the students request; the business studies teacher got his 
students to set up partnerships and run real businesses in school and then discussed the 
experience; the biology teacher got her students to participate in a tiger census and turtle 
walk to experience biology in real life! 

Geetha Narayanan, the school's Founder-Director, takes pride in the school's no- 
frills, down-to-earth, but deeply reflective approach to learning. "In MAIS, what you see 
is what you get", she says sitting in her spartan office. She went on to explain how the 
MAIS faculty spends a great deal of time developing a vision, reflecting and planning to 
facilitate deep, meaningful learning for students. MAIS invests considerable time and 
resources in the professional development of its teachers. The school probably has more 
teachers continuing their education than any other in the country. A milestone in the 
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of the school's Learning Laboratory, which is staffed by trained experts. That the MAIS 
Learning Lab team has been invited to present their work at the British Dyslexia 
Association conference at Warwick, UK, in March 2004, is proof of recognition by their 
peers. MAIS has an excellent community service programme. Aruna Chidambi, who 
coordinates community projects, has helped create numerous opportunities for students to 
get involved in the larger community. These include work in a school for the children of 
Sri Lankan refugees for students of Std.11 and 12, and involvement in Balajanagraha, a 
civic initiative for students of Stds.9 and 10. The Interact Club of MAIS has been at the 
forefront of several fund raising efforts such as one last year for the Terry Fox Foundation. 
In another effort Std.7 and their Class Teacher led high school in raising consciousness 
and funds for the National Association for the Blind. 

"We are decentralised in our working and give students and teachers the freedom to 
follow their ideas"; says the Principal. The school encourages and supports student 
initiatives such as the recently concluded Out of the Box, an inter-school cultural festival. 
Mary Paul and Sneha Titus, senior members of the faculty, believe that the unique 
teaching styles, the personal attention, democratic systems and flexibility of the 
curriculum help the institution stand out among the others. 

Past students would agree. "It's like a family, the bonding and encouragement 
makes you feel wanted here", says Pooja Shah, who graduated in 2003 and plays cricket 
for Karnataka and South Zone. Colleges and universities across the world agree too. MAIS 
graduates can be found in~St.Stephen's, National Law School, the London School of 
Economics, MIT, Harvard and NID, to name but a very few. 








Mallya Aditi International Schoo! 
provides learning environments that are 
engaging, interactive and inter-disciplinary. 
The school is a vibrant community of learners. 







Pre-school through Grade 12. 
Well equipped libraries and an art studio. 

Outstanding programmes in art, music, dance and drama. 
Cambridge (UK) International Centre for the IGCSE and AICE*. 

Affiliated to the Council for the Indian School Certificate Examinations, New Delhi. 
for the ICSE and ISC. 

Custom built laboratories for physics, chemistry, biology, computer studies and 
cookery. 

Students are encouraged to participate in diverse extra-curricular activities ranging 
from horseback riding, soccer, robotics and swimming to trekking and music. 

Highly qualified faculty and a Training and Research Centre for in-house 

professional development and educational consulting. 

Special programmes in English as a second language (ESL) and learning support for 
all students. 

Strong emphasis on community service, experiential learning and life skills. 

Career and college advice and an excellent record of placement in top universities in 
India and abroad. 


. International General Certificate of Education and Advanced International Certificate of Education 


MAIS is always looking for faculty who are excited about learning. If you care about excellence in 
education and want to work in a challenging environment, contact the Principal. 


Mallya Aditi International School 

P.B.No. 6427, Yelahanka New Town 
Bangalore - 560 064, INDIA 

| Phone: (91 80) 8462506, 8462507, 8462508 
is Mallya Aditi Fax: (91 80) 8463058, 8462507 

” International School Email: marketing @ aditiblr.org 





TWENTY YEARS OF EXCELLENCE 


PROMOTIONS 





Building leaders of tomorrow - 
Jain International Residential School 


ain International Residential School situated in Bangalore prepares students for 
educational and leadership qualifications acceptable throughout the world. 

The curriculum for the student is based on syllabi laid down by the reputed and 
universally acceptable Central Board of Secondary Education (CBSE), New Delhi. 

The Join Group of Institutions, an educational, non-denominational organization 
started in 1990 and consisting of committed educationists and reformers of high standing 
and repute, runs the School. 

With electronic access, complete labs and international standard sporting facilities, the 
School forms the ideal, natural backdrop for nascent minds and growing children. 

The School places much emphasis on the importance of students taking responsibility 
for themselves, and for each other, within a very carefully supervised framework. A large 


section of the faculty has rich experience in international schools. With a focus on interactive | 


learning, this school uses all forms of teaching tools and methodologies to make learning 
easier and effective. 

The hostel is also home and as such provides every facility for study, leisure and a 
flourishing sense of community, which can add so much to school days and later. 

At the time of its inception, the founder and Chairman, Sri R Chenraj Jain of the Jain 
International Residential School felt the need to create an educational institution that is truly 
‘international’ in all aspects. 

Says Chenraj Jain, "We believe in creating future leaders of the nation. Through 
experiential learning, mentoring and personality development". 

The school believes that the positive aspects of Indian culture, tradition and values 
must be imbibed in our children in their formative years. 

Students who choose to study ot Jain International Residential School will find that the 


school offers several advantages, primarily: 

© Diversity amongst students helps them be aware of different countries, their cultures 
and inculcates in them the spirit of brotherhood. 

e A sprawling 150-acre school campus with facilities that compare well with educational 
institutions worldwide. 

° Curricula based on the guidelines provided by the universally accepted Central Board 
of Secondary Education, New Delhi. 

° Emphasis on co-curricular and extra curricular activities for the ‘complete education’ of 
a child. 


° Regular tours and treks to various places of historical, cultural and religious importance 


to educate the children of their rich heritage and culture. 





Chenraj Jain, Chairman, JIRS 


Feature on International Schools in Bangalore 


- rather to improve our minds, so as to enable us to think for ourselves, than to 
load the memory with thoughts of other men. 
Bill Beattie 
We live in a world that demands quick thinking and innovative ideas. We look to 'state- 
of-the-art’ education from institutions to shape our destinies. 


T he aim of education should be to teach us rather how to think, than what to think 


The central question, which most parents would have on their minds and most 


What to look for in an International School 
Choosing an international school that suits your child can be a tough decision. Here are 


| some tips for narrowing down your choice. 


@ Management and infrastructure: Schools with a sound management team and practice 
would be more in tune with the latest trends and reforms in the industry. 


| @ Curriculum and accreditation: Be certain about the courseware and affiliations. They 


educational institutions, especially, international schools are trying to address, is: "What | 


kind of curriculum, possibilities and infrastructure will help a child excel in the 21st century?" 

Bangalore, apart from being instrumental in changing the landscape of the IT 
revolution in India; has leapfrogged ahead of many Indian cities in imparting dh, 
international education. 


| 
I 


By advocating a "curriculum for life" that focuses on social development, thinking im | 


bal 


citizenship and experiential learning, international schools are nurturing gl 
ambassadors. | 


Replacing authority in education with a collaborative model that fosters ownership, | 
° Affordability and place: The fee structure could range from Rs 75,000 to 5,00,000 per 
BusinessWorld looks at some of the key schools in the city that impart quality standards. | annum - varying if the student is a day-scholar or a boarder. Presently, a major chunk 


openness and integration with society. 


of education. 


~~ matter in the long tun. It also helps in pursuing higher studies abroad with renowned 
universities. As far os the syllabus goes, some schools follow the International 
Baccalaureate (IB) program while others go by the IGCSE curriculum affiliated to the 
University of Cambridge, England. 

e Faculties and admission: A student: teacher ratio of 1:6 or 1:8 is considered to be a 
good stondard. Individual attention is vital. Faculties with international school 
experience would mean that better education is imparted. 

e Extra-curricular emphasis and opportunities: This aspect of the child's development is 
critical. Institutions that stress the importance of extra-curricular activities should be a 
better bet. / 


of the students at these schools constitute children of the expatriate community. 
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Our Mission is to provide students with an enriched and supportive — 
education that helps themtoliveina changing world. ae T <i 
Eai m 





Located near the IT capital of India, Bangalore, JIRS boasts of a 150 acre 
campus. The climate is pleasant throughout the year and ideal for the - 
development of young minds and growing bodies. =, 
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We prepare each student for a life with enduring values and conviction, 
so that they can makea valuable contribution to the' Global Village’. 


www.jirs.ac.in 


At "ana we pea don’t “Teach” We Prepare them for “Life’s Challenges” 








What we have to offer: 


° Affiliated to the Central Board for Secondary Education (CBSE) * Admissions from Std. IV to XII * Well qualified 
teachers trained in innovative teaching methodologies * Dossier on student's overall progress maintained on a 
day-to-day basis * Remedial and Mentoring classes to enhance rapport * Teacher student ratio of 1:10 * Audio - 
Visual digital room where learning is experienced on a grand scale and entertainment ° Extracurricular activities 
like trekking, adventure sports etc that teach child leadership skills and teamwork * Immediate medical attention 
with in-house, full fledged hospital with 25 beds * Nutritious vegetarian food * World class sports facilities for 
cricket, Swimming, Football, Basketball, Tennis, Table Tennis, Equestrian, Badminton, Volleyball, Hockey, 
Softball, Karate, Taekwondo, Squash, Billiards, Bowling Alley * World-class infrastructure that aids better 
learning * Other facilities like the Multi-Gym, Meditation Room, Sauna, Jacuzzi, Yoga Center. 





JAIN INTERNATIONAL RESIDENTIAL SCHOOL 


A Division of Jain Group of Institutions 





QMP-114/01-04 


Campus: Jakkasandra Post, Kanakapura Taluk, Bangalore Rural Dist. - 562 112.Ph: 91 - 80 - 756 2828 Fax: 91 - 80 - 756 2418. 
URL: www. jirs.ac.in, Email: jirs@vsnl.com 
Corporate Office: 91/2, Dr A N Krishna Rao Road, V V Puram, Bangalore - 560004. Ph: 91 - 80 - 661 5246, 652 1227. | 
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The Great Place to Work® Seminar Series 


ar 


Ces Sponsor: Birla Sun Life 
Insurance 


YOUR DREAMS. OUR COMMITMENT. 


It's no secret. People are your greatest asset. And managing them is the single most 
Important task, to building a great organisation. 

Robert Levering demonstrates this fact, in the Great Place to Work® Seminar. 
As co-founder of the Great Place to Work® Institute Inc., he has been the driving force 
behind the study, which is now conducted in more than twenty countries worldwide 
and the results are featured in leading publications like the Fortune Magazine and the 


I Financial Times. He has identified, celebrated and created great workplaces, globally. 





Robert Levering 


The Great Place to Work® survey was conducted for the first time in India by 
Grow Talent Company Ltd. and Great Place to Work® Institute Inc. in partnership with Businessworld. 
It recognised and applauded India's best workplaces. The seminar goes a step further and creates a forum for 
these great employers to share their experiences, practices, techniques and little initiatives that keep their 
people productive, stress-free and off future job-hunts. 


Look at it as an investment that makes your workplace, also a great place to work® in. 


Details overleaf 
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| The Great Place to Work® Seminar 


Seminar 


Key Note Speakers 

Robert Levering — Co-Founder, Great Place to Work™ 
Institute Inc. 

Anil Sachdev — Founder, Grow Talent Company Ltd. 
Tony Joseph ~ Editor, Businessworid 


Guest Speakers 
Business leaders of India's largest corporates 


Sessions 

Worldwide Experience: Great Place to Work® 

indian Experience: Great Place to Work 

Best Practices shared by winners of the 2003 survey 
Strategic HR for a competitive edge: A business case from 
Empower Works Limited 


Panel Discussion 
Building the essential toolkit for a great place to work” 


Great Place to Work" Survey 2004 - Kick Off 


Award Ceremony 


The winners of the 2003 survey will be felicitated at a grand 


award ceremony. The function will be followed by cocktails. 





Who should attend? 
CEOs, Senior HR Professionals, Functional Heads 


Frps annaia thine apuka Be 


Brought to you by : 
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Timings: 
9.30a.m. - 7.30pm. 


Delegate Fee 

Singie delegate: Rs. 7000/- 

Group of three or more: Rs, 5000/- per delegate 
Early Bird discount of 10% upto Feb 10, 2004 


How to Apply? 
For registrations please contact: 


Mumbai - Ms. Yogeeta Sant 

Ph. No.: 022-26330648/2634 1086, Fax No.: 022-26330643 
Bangalore - Mr Jagan Mohan Rao 

Ph. No.: 080-51 1541 60/5! 154164, Fax No.: 080-5252145 
New Delhi - Ms.Vimpy Singh 

Ph. No. OI 1-25771471/2577 1472, Fax No. 01 1-25771470 


email: seminar@gptwindia.com 
Date & Venue 
Mumbai: Feb 20, 2004 


Bangalore: Feb 25, 2004 
New Delhi: Feb 27, 2004 


*Subject to change 
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For long FMCG giants didn’t 
acknowledge the threat from 
smaller, regional players. Now 
they are forced to as their 
margins have eroded 


MEERA SETH 


INAY Dua grinned as another advertise- 
ment flashed on the TV screen. He was 
viewing the latest trends in advertising 
among FMCG (fast moving consumer 
goods) companies, when an advertise- 
ment for Vatika’s three-minute-to-fair- 
ness came on the screen. Arjun Dixit, a 
colleague, said: “Fair & Lovely, one of Hindustan Levers’ 
biggest cash cows, is under attack again! It's getting crazier. Is 
that how desperate the consumer has got or is that a measure 
of the FMCG companies’ desperation? Where is the need 
for the 31st fairness brand after 30 years of Fair & Lovely ruling 
the market?” 

“So, is this the desperation of the consumers or that of the 
FMCG companies?” wondered Vinay. The consumer was not 
desperate, or if she was, then it was only for entertainment — 
to see how real these promises could get. So the consumer 
watched new brands come in and say: “Come, amuse me.” 
The queen consumer sat aloft on her golden perch and brands 
sashayed before her and dropped by the wayside as her gaze 
shifted to the next one. As for FMCG companies wanting to 
launch one more fairness cream, he felt it was part of the same 
continuum where the consumer sought amusement and they 
offered it. 

But they did not need to go as far as Fair & Lovely, thought 
Vinay. There was a stunning example of the FMCG compa- 
nies’ desperation in their own stable. Tressot India, where 
Vinay was a senior sales manager, had boastfully guarded 
Lasso (its cooking oil brand) for about 25 years. Lasso had 
been flicked to the margin by a small but confident brand 
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__ CASE STUDY 


Toop. Except, this had happened gradually over the years, in 
region after region, while the quarterly meetings at Tressot ig- 
nored or chose to ignore Toop. Today, history replayed as an- 
other food brand, Hasty Taste, nibbled at their marketshare in 
cooking intermediates. 

Funnily, even when Toop took over the key markets, Tres- 
sot declared: “These are small eruptions like acne. They will 
clear with time.” If anything would clear up, it would be Lasso, 
Vinay thought. His mind had been a muddle grieving over 
Tressot'’s performance and his own. Bordering on disillusion- 
ment, Vinay had sought out his old friend and ex-colleague Jas 
Tanna, hoping to air his mind and sort out the agony. 

Only months ago, Jas had left Tressot to join HARRAD's, a 
chain of shopping malls, as director (logistics and supply 
chain). When he scratched the surface, Vinay discovered that 
HARRAD's was owned by Hariram Radheshyam, the busi- 
nessman from Meerut. He started off by selling saris on a cycle, 
then moved to pan masala, detergent and then Teop cooking 
oil. Jas, the coveted FMCG boy, was now serving the host of 
Toop, which had given Tressot a run for its money! 

For the last three years, Tressot had been trying to go up the 
down staircase and its newer strategies were now bordering 
on the bizarre. The desperation was getting too obvious. Jas 
said: “It’s the old unwillingness to admit that the FMCG indus- 
try in India is undergoing a structural change. Fifteen years 
ago when Toop hit Tressot, they looked the other way. Today, 
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FE when Hasty Taste is inching into all its markets, they are again 
Ë ` looking the other way. Yesterday's future is here! | 
“Decades ago, FMCG business was done by a few people, 

_ fora few people and in few locations. As long as they managed _ 
organic growth, they were happy with it; not onecompanyen- ` 
countered de-growth, not one company did not give the rou- | 
tine salary increases with a promotion routinely built in. | 
“However, in the last 4-5 years, this system has changed, | 
Vinay. The small businessman has become a savvy force to | 
reckon with as the distance — cultural, social, financial and | 
technological — he had kept from elite FMCG thinking is now x 
decreasing. A certain lack of ‘mentality, which kept the small | 
businessman confined to beedis and saris is now changing. I | 
should know, as I am working with Haribhai; I am amazed at | 
the way his mind works. | | 
“For years, the FMCG elitist model was a distant pie, not | 

for everyone. But now, for the first time, these small business- | 
men have a viable, reachable business model that they canre- | 
late to. So a small businessman, selling beedis, accumulated | 
his millions over the years. For long, nobody told him this | 
money was investible and how. So he was happy | 
stacking it up. Then, in the last few years, these investment | 
banking people have been forced to look ‘out’ for investment | 
banking options. So they had to look for it in unconventional | 
sectors and locations. Enter the small businessman. Suddenly ` 
this dhoti-clad, Hindi/Tamil/Telugu/Marathi-speaking busi- | 
nessman has been sighted and elevated to a status of respect | 
and relevance!” | 
| 

| 

| 

i 






” ARIRAM never thought that the road from beedito | 

_ pan masala to detergent would get him to the 
_ pearly gates of greatness. “It's not just investment | 
= bankers,” said Jas, “but others who have helped re- _ 
duce the cultural gap and built that ridge of confidence and 
told him that manufacturing and distributing saris and beedis | 
is no different from making soap and, therefore, anything else. ` 
That you don't have to be on TV and hire English-speaking 
people with whom you have a level of discomfort; you can do | 
it at your own level! And to his surprise, the small businessman ` 
found that he can do it. But unless he is a national player, he | 
does not hit the radar with the multinationals! And why? Be- ` 
cause if ORG-MARG does not show you up as competition, | 
then you are not recognised as competition! If ORG-MARG | 
doesn't go beyond the lazy footprint of their research, then you | 
and your product will never show up! | 
“C’mon Vinay, we have fought Toop together. Recall the | 
numerous times field managers, sales officers, distributors 
and their ilk came back and talked about challenges from cot- | 
tage sector brands in detergents and biscuits, which none of | 
us took seriously in our monthly sales meetings. Why? Be- | 
cause it did not show up in the marketing-research-tracking- | 
panel-study kind of parameter! So if it does not come through | 
that kind of broom sweep, then they don't take it seriously! ! 
“Today when I am working with minds like Haribhai’s, I | 
can see how completely off the mark our research findings | 
were! What we FMCG companies did not realise was that the | 
| 


footprint, being covered by the research companies, was not 
at all representative of what was happening in the country's 
numerous little business hot shops! And I am not even talking | 


_ MNCsalesmen’s! And yet they delivered!” 


_ manager (Maharashtra) saw threats 
_ only in 6-7 districts. So, he wouldn't 


EE E PEE TEE E EEEE Ea yusa na hited ae Meany? a aiia ACA NY 


about geographic reach, but of products that were stocked in 
A-class supermarkets, but which the research company did 


| not track and, hence, did not even report because, a) they 


hadn't heard that name (‘Who is Toop?’), b)who will track 14 
assorted strange brands?” 

How could Vinay forget this! Four years ago, when an in- 
tense field officer reported six times: “Sir, that Hasty Taste is 


| everywhere, not fly-by-night, every shop is carrying the 


brand...” CEO Randeep Johar had exploded: “Who is now go- 
ing to start tracking an indifferent brand?” Vinay and Johar 
missed the point that the cottage sector was invading the retail 
space in a faceless manner! And slowly, those cottage brands 
became ‘real’ brands which consumers were relating to! Jas . 
pointed out, “If anyone cared to scratch a cottage sector 


' brand, he would find a whole organisation behind it. There is a 


factory and a sales department with salesmen who travel by 
the state transport bus; they make not 25 but 60 calls a day; 
they stayed in cheap hotels; and there are not 12 salesmen for 
a state but 6-7 for a district! Their salary is one-tenth of 















Vinay had let that ‘who is Hasty Taste’ 
episode pass, but he had tried to make Johar 
see merit in a newly evolving pattern. 
“They are small, but their model is differ- 
ent and begs examining,” he had en- 
treated, for then he was just a regional 
sales manager. His own area sales 


take it seriously! Either he missed the 
bigger pattern that there was a Tasty 
or Jaldi, or Jnat-Pat on the shelf in 
every third or fourth district. People 
were buying it and the retailer was 
happy selling it. Recalling all this he said 
to Jas: “While we were looking at national 
competitors, a lot of fragmented brands 
that had not entered into our calculation 
were eating into our future growth!” 

Jas nodded and said: “So while we were smug 
about getting satisfactory growth levels of 3-4%, we 
were blind to the fact that the room for growth was actually far 
more! What is Britannia’s Tiger biscuit all about? It’s Britannia 
recognising that it needed to address that market! And within 


| one year, Tiger became their biggest volume brand! Just look at 


Hasty Taste’s numbers, which Tressot bypasses even today. If 
you do a valuation at 3.2 times of sales, it takes the business 


| worth to Rs 45 crore. If somebody takes over the business in 


three years and does a very basic sales, distribution and mar- 
keting strategy, it can be scaled up to Rs 25 crore (sales) in less 
than three years and the business can be worth Rs 100 crore! 
That’s how strong this brand is! | 

“Butask Nestle, Dabur, Britannia and Tressot; Hasty Taste 
will not even figure on their radar! But this brand is making 
money hand over fist! Go to any shop and you will find the en- 
tire range of products! Now what does that say for the brand? 
For the consumer demand? For the retail faith in the brand? 

“EMCG business in India is set against this backdrop. So 
now we have an all-new paradigm in competition — tactical 
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smartness from regional brands. Because what is required to 
compete in, say, a Levers versus P&G situation is different 


from competing in a Levers versus a small operator in de- | 


odorisers. Such people can erode their future growth 
prospects because the FMCG companies do not pay atten- 
tion. Easy avenues for growth lie dispersed. It is like an invad- 
ing army; you go as far as you can and conquer the territory 
and think ‘it’s my territory’. But soon you find the territory has 
people who have defined rules, different from yours — in 
terms of products, attributes and distribution, and, worse, the 
consumers are happy in buying these brands at a price which 
they can afford! So what conquest are we talking about?” 
Every now and then FMCG companies tried a new launch 
route. Vinay felt the only route open to them was the low-end, 


mass-product route — a la Tiger — the basic functional com- | 


modity. But all the FMCG companies had chosen the pre- 
mium end of innovation. “What can they come up with?” 

asked Jas. “What else can yet another bottle of tangle-free 
shampoo do? I am looking for a housing loan, can you 
give it to me in a bottle of shampoo? No! Can your 
soap or toothpaste pay the instalment for my 
car? I am happy using my present soap, pre- 
sent shampoo, present after-shave; they 
generate enough surplus with which | 
















the shelf, and that is not what I want! 
My needs have changed. Have 
FMCG companies recognised that? 
They have not fully appreciated the 
diversification of the consumer bas- 
ket and the consequent shrinking of 
their share in the consumer wallet. I 
think it’s a contradiction — the expo- 
sure of the consumer to brands has in- 
creased. The disposition and awareness 
levels to buy may also have increased, but 
the means to buy them have not. There are 
other consumer areas where the disposable in- 
come in the house can be spent! “For instance, 10 
years ago, who bought insurance? Five years from now, 
you'll ask who hasn't! Likewise, disposable income is going 
into all-new areas like the Internet, encyclopaedias, comput- 
ers and better colleges abroad.” 

Vinay knew that. Tressot touted its ‘share of wallet’ in every 
forum. The demand on the wallet had swerved future-wards, 
on what needs to be saved and what needs to be spent, which 
included entertaining, new needs of kids like research books, 
computers, specific-need shoes, and so forth. The diversified 
needs and wants had gone ahead of a middle-class family’s 
ability to keep pace with and yet upgrade with time! 

Fifteen years ago when Vinay joined Tressot, the FMCG 
model worked beautifully for them; the income had only afew 
channels to flow into — house, car, soap, detergent, that's it. 
Many households lacked the capacity to upgrade from a Go- 
drej Shaving Cream to an Old Spice. The great Lever model, 
which every FMCG company copied, was ‘you enter at Lux 
and exit at Dove’ or‘ you enter at Sunlight and exit at Surf’ be- 
cause the logic went: as your income goes up, you become a 


can pay my EMI! But you are putting | 
fancier and more premium soaps on | 





more discerning soap or detergent user. Over the years, the 
consumer was supposedly convinced that it was socially a 
better thing to upgrade along the price bar. Today Jas pooh- 
poohed all that: “I don't think this is a workable model be- 
cause, a) is a soap all that a man could ever want? Or, is soap 
the only category where he sought upgradation?, b) man stag- 
nates at a functionally stable product and moves on to devote 
the extra income to buy a ‘geometry box with a Barbie onir for 
his daughter. That is what has moved up in his menu of op- 
tions and has become a core need, a ‘must buy’. From the extra 
money he can put aside by buying a Lux and not a Dove, he 
can pay the EMI on his washing machine!” 

Vinay agreed: “The restructuring of the home economics 
has begun to impact the FMCG business. This doesn't bode 
well for our (Tressot’s) ability to upgrade people to more pre- 
mium brands. We have touted this in many presentations, but 
the truth has been eluding us, Even as we say soaps, be ita Lux 
or a Dove, have become a commodity, it is not a want-based 
thing. The same goes for toothpaste, shampoo and ketchup, 
which explains why more Phenyl sells than our Gayah!” 


HIS had always been the case, except history had 
never put a soap to the test of‘a better scented soap 
versus an EM] for a washing machine’. Today, the 
washing machine would win. Jas said: “Until re- 
cently, ifyou put a scented soap against a better scented soap 
with better wrapping and bigger size, the consumer just 
grabbed the better one. But now look at the demands! You can 


earn a lakh per month and yet you don’t have enough for that F 


plasma screen TV! We are turning into a mortgage society, — 
where home improvement, education and insurance, up- 
grading a car and a computer are taking a toll on the wallet’ To- 
day all these EMIs plus mobile phone and what not are com- 
mitted outflows! Even before the salary is credited to your 
account, these commitments have hit your debit account! Itis 
these commitments which have taken away the edge from the 
FMCG companies to deliver growth in a 5-10-year horizon.” 

To make matters worse, customers have also evolved. Re- 
tail outlets, too, were getting consolidated into supply chain 
giants like Shopper's Stop, Pantaloon, Food Land, and were 
forcing FMCG companies to come up with supply chain mod- 
els which met their needs! Vinay felt chained in by all these 
new dynamics. Gone were the days when a distributor of Am- 
ravati was only too happy if a Tressot area sales manager vis- 
ited him once in awhile. Today, the shoe had changed foot and 
the merchandising manager of Food Land was already de- 
manding bulk delivery straight to the warehouse, discounts 
and low prices, and, thus, tightening the noose for Tressot. 

Jas now tightened that noose further by saying: “Abroad, 
FMCG companies have 45-60% gross profit margins. That's 
what pays for head office costs, flying first class, and using air- 
conditioned taxis; they have the volumes to leverage it. In In- 
dia, we have the volumes and we are going to get more vol- 
ume, but margins are going to thin out. So, FMCGs will net 
have 60% margin and big volumes, but 20% margins and vol- 
umes that everybody will keep attacking.” 

Vinay wailed: “In India, how is the FMCG company going 
to finance all these things? | agree all this did not happen 
overnight. The writing on the wall was there, albeit blurred. 
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But even today, Tressot has not internalised it! Why, last week 


the directors were preening: ‘The Indian FMCG sector is in a _ 
very unique position. This is the only country where any MNC | 
_ advertising to slow market growth or what he called the 


with the resources, the technology and the product can con- 
tinue their quest for international growth!’ They have missed 
the point completely!” Jas grinned and said: “If you are sitting 
in a theatre and want a better view, you can stand up and get a 
good view of the stage. But it is not a smart thing because if 
everybody does that, then you are back to square one. That is 
the fallacy of competition that none of the FMCG multina- 
tionals have encountered! Recall what happened in the lubri- 
cants sector, in telecom, in media. Now how can the FMCG 
sector feel that they are going to be spared this treatment? 
Businesses which have grown over the years on a diet of 30- 
40% gross margin are suddenly being told that margins in the 
next five years will be around 20% or below!” _ 

The bleaker the picture Jas painted, the more it seemed to 
Vinay that only an explosion could shake the FMCG sector out 
of slumber. He asked: “Jas what should our business model be 
if our margins are going to go from 30% to 40% to 32% to 27% 
and will stabilise God knows where, and we dont know what 
our share will be from the increasing volume pie? How much 
can I spend on manufacturing, communication and salaries? 


Am I walking down the same aisle as this cottage sector guy | 


who employs salesmen who ride mopeds, make 60 sales calls 
a day and can manage 3-4 districts? Also, there is no redun- 








dancy of costs in their system. Because face it, they are perfect! 
They have no cost competition!” 
More than this, Jas was annoyed by the response of FMCG 


lifestyle paradigm shift. He said: “FMCG companies have re- 
alised that a soap can't pay off your EMI, so advertisements 
have gone completely out of context. Today itis all about ifyou 
use soap A, you become Miss India, if you use shampoo X, 
boys will date you. So it is about chasing the emerging lifestyle 
and pretending that others are chasing it too! 

“Once there was space to create soft attributes of aspira- 
tion around a brand and charge a premium. But today the 
space between the core value attributes and the aspirational 
space has increased so much that even a naive consumer feels 
there is an element of redundancy here. FMCG companies are 
telling a consumer: ‘My toothpaste is one step from a dentist; 
it gives you complete oral care’. Or, ‘my skin cream is one step 
short of a dermatologist’. When brands advertise just the same 
kind of perfection, and you see it does not happen to you de- 
spite using them, then you reject the claims first, then the 
brands, That phenomena is at work. 


HAT I am saying is that a large amount of in- 
vestments that the FMCG companies have 
made in recent years have led to a build-up of 
hypes and attributes that don't deliver per- 
ceived value to the consumer. The customer has become 


_ more value conscious as the brand had not delivered all the 
| older promises. FMCG companies then adopted the platform 
| of incredible promises, while the demand on the consumer's 
_ wallet increased for newer needs. On the competition side, 
_ they are hit in many ways: cottage sector players, imports be- 
_ ing opened up, MNC players becoming aggressive. They are 


all investing for the same bite and the market is not growing. 
“I think even now, it is not too late to focus on how to han- 


_ dle and manage your business when your gross margins or 
_ contribution will not be 45%, but 30% or 25%! What will my 
_ business structure look like and how do I configure costs? 
_ Think, Vinay, today people are reconciled to losing jobs — 


there are people who are better than me and will take a salary 


_ cut to take my job. If this is true for individuals, then it is also 
_ true for companies. If your margins can come down from 45 % 
. to 25%, what will you give away to keep your profits? How will 
| you compete? 


“How long can it be that daal, chawal and agarbatti is be- 


_ ing sold at 3% margins, but soap is being sold at 45% margins! 
l How long? Take Locvin, a company that handles bulk goods 
_ like grains, rice and oil in millions of tonnes at commodity 
' margins. Locvin is quite prepared to sell atta in India at 5% 
| margins because it know that this business will make sense 
_ only if it can sell 3 million tonnes of wheat! That is precisely 
_ what the beedi, the tambakoo and other Indian commodity 
_ players at the bottom are comfortable handling. They are used 
. to handling businesses with 5-6% margins!” 


“Now tell me, are our FMCG companies geared for a multi- 


| fold increase in their volumes? Can they cope at thin margins 
— of 5% and 6%?" Jas asked. 


You can email Meera Seth at casestudymeera@yahoo.com. 
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tribution systems, retailing and supply 
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HERE are no tired markets, only 

tired marketers,” said a renow- 

ned business leader. Tressot's 

marketers seem to be viewing 
the current market situation as a tired 
market — with slow growth, eroding 
margins, promiscuous consumers and 
nimble-footed rivals. The strengths of 
structured work processes, which wor- 
ked to their benefit so far, are now slow- 
ing their entrepreneurial responses. 

But the likes of Toop are seeing the 
same markets as a new opportunity 
— with consumer acceptance, bet- 
ter margins and cost advantages. 
Every market leader is being 
pushed into a corner. What must 
one do? Throw in the towel? Buy 
out competition? Or fight in an- 
other way? And if so, how? 

All growth happens through 
one of the four strategies: through a 
pioneering market role, or a market 
expansion role, through commerciali- 
sation of existing products, or competi- 
tive attrition. The key competencies 





vary by type of growth strategy. Pioneer- 
ing requires a bias towards innovation 
as the core competence while competi- 
tive attrition requires a bias towards exe- 
cution. Multinationals traditionally 
leveraged superior execution capabili- 
ties developed through strong proc- 
esses to capture markets. Now the same 
strengths have become weaknesses as 
others have become better at it. 

So multinationals should shift their 
bias towards continuous innovation 
and shift market boundaries, or find out 
new ways of doing things. Are such 


play. The same consumer prefers differ- 
ent segments at different points in time 


_ during purchase. This leads to hyper- 


segmentation of retail segments. 
Hyper-segmentation, thus, offers a 
challenge to all FMCG players. However, 


| the ones with stronger processes can 


leverages available for products like | 


soaps? The process management 
strength associated with multinationals 
can be leveraged for innovation. This 
can be done only if multinationals lever- 
age the changes in consumer behaviour 


turn this into an advantage. And most 
multinationals have stronger processes 
today compared to their local counter- 
parts. By leveraging IT, multinationals 
can innovate around two dimensions to 
take advantage of hyper-segmentation. 

1) Pioneering FMCGs as fashion prod- 
ucts: The apparel sector overcame the 
stagnant growth by evolving along the 


| fashion dimension. This led to hyper- 


and retail trends to their advantage. But ` 


what are these trends? 

1) Consumers buy into a brand set and 
not one brand: Over time, the con- 
sumer starts feeling that 2-3 brands are 
good and becomes indifferent to them. 


Alternately, he buys different brands for | 


different occasions. This implies a hy- 


per-segmentation of consumers. The | 
| retail formats gives companies an op- 
| portunity to create brands for every 


challenge for a brand is to either strad- 
dle the hyper-segment or have different 
brands for different segments. 

2) Consumer segmentation is driven 


by retail formats: With the evolution of | 
trade in India, consumer segmentation | 


is driven more and more by retail for- 
mats. When a consumer goes to a dis- 
count store, he is driven by prices and 
promotions, but otherwise he is driven 
by factors like store ambience and dis- 
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segmentation of the apparel market. So 
you have Friday dressing and evening 
dressing. FMCGs can also look at them- 
selves as fashion products for every oc- 
casion, for every customer. That day 
may not be far off when there may be a 
‘fall collection of soaps’ and an ‘autumn 
collection from Lux’. This needs strong 
internal processes and this is where 
multinationals will score. 

2) Developing brands for retail: The hy- 
per-segmentation caused by evolving 


shopping occasion. Thus, a consumer 
can have his choice of brands when he 
buys from a kirana shop and a different 
set when he buys from a supermarket. A 
superior strategy will ensure brand 


| presence in both segments. 


The key success factors in hyper- 
segmentation are strong capacity for 
new products, short lifecycle of variants, 
small batch sizes, fragmented but fo- 
cussed media support and supply 
chains designed around response times 
and not inventory cycles. That is real in- 
novation. So Vinay Dua must develop 
frameworks for hyper-segmenta- 
tion — perhaps develop an oil for 
three-minute cooking and one for 
gourmet cooking, and sell both 
for different occasions. He must 
audit and re-segment his retail 
outlets and design service packs 
for each according to their needs. 
What will this lead to? A larger 
share of the market and a chance to 
charge a premium for something a 
consumer can relate to — innovation 
and a retail experience, thereby protect- 
ing margins and ensuring success. W 
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OVIES and books have long 
been forced to hype up 
their titles to sell— Business 
At The Speed Of Thought. 
Management gurus have been at the 
forefront of this movement — Perfecting 
The Art Of Having To Redesign The En- 
gine In Mid-flight. Organisations have 
marvelled at their own ability to churn 
out mission statements that have im- 
pressed many but impacted few. Busi- 
ness managers with no more than a 
flavour-of-the-month success belt out 
business mantras on “how we did it”. 
The FMCG industry is getting 
drowned in hype. It seems it is unable to 
distinguish between innovation and 
hype, between slogan and strategy, be- 
tween form and substance. Lets analyse 
what the FMCG sector has to deal with. 
On the demand side: There have been 
some lifestyle paradigm shifts that one 
must take note of — diversified house- 
hold consumption basket, home im- 
provement, indulgence in entertain- 
ment, child-led peer group pressures, 
tech-savvy durables, upgraded holi- 
days, cars, insurance- and pension-led 
savings — all gradually driving up over- 
all consumption while shrinking the 
FMCGs' share in one’s wallet. This ac- 
companied by general uncertainty 














keeps people in the ‘cautious-spend’ 
mode, with spending imperatives on 
non-FMCG products and services. 
There is a clutter of competing de- 
mand options that your category has to 
cut through. Worry about the brand 
later; the category may be drowning. 


On the supply side: There is rising com- | 


petition from cheap imports, shrinking 
margins, increasing cost of doing busi- 
ness and there is also competition to 
stay ahead. Besides, there is the tactical 
smartness of regional brands, which do 


not covet national markets (but that | 
| strategy as a ready-to-eat dish, revisiting 


may change as they gain confidence). 
Their business strategy is based on the 
sound fundamentals of distribution, 
tastes, customising available branding 
and media vehicles, operating on lower 
overheads and pass through pricing. 
Moreover, organised retailers de- 


| mand bulk discounts and supply chain 


facilitation; low price realisations at 
high costs, buying shelf space and gen- 
erous credit terms add to the burden. 
This forces supply chain value and 
profit realignment. How long will dis- 
tributors make 5% margins and produc- 
ers 45%? Competition forces firms to re- 
distribute value among supply chain 
stakeholders. 

There is a need to respond to the 


growing structural supply side shifts that | 


usually occurred over the long term. Psy- 
chographics are beating demographics. 

Confusion at the point of fusion: The 
organisation is the point of fusion be- 
tween supply and demand. Analysing 
demand parameters gives insights that 
drive resource allocation on the supply 


side. This can enhance brand equity. It | 
can be tempting to let mega trends | 


creep in and disrupt this principle. The 
voice of the customer will be lost if 
pitched against hype. 

But it seems that organisations resist 
the restructuring of supply side in re- 
sponse to changes in demand. It is not 
easy to accept that core business as- 
sumptions are changing swiftly. 

There is a need to align supply side 


initiatives with discontinuous demand | 


side shifts that seem to have no set pat- 
tern. The Top 10 insurance, automobile 
and telecom companies are setting new 
aspirational benchmarks and struggling 
to deliver a value proposition! 

Disappointing response: What have we 
seen so far? That companies treat com- 
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| petition as someone you meet at a party 


and ignore as if they were socially not 


| acceptable. Rather than rationalising 


their cost mix (a supply side impera- 
tive), they resort to flawed demand side 
action—tall brand claims creating what 
I call ‘fantaspirational’ advertisement 
that fails to create perception of value. 
They use hype in one forum and be- 
come a victim of it when the same is re- 
hashed. The most curious development 
is the inverse relationship between 
failed brands and rising numbers of 
podium stars. Companies also look at 


basics every season as ‘young’ brand 
managers try to leave their mark for 
posterity. Visiting basics is good but not 
going beyond changing labels and ad- 
vertisements is a poor follow-through. 
What is needed? Take a hard look at 
people. Reward insight and ignore hype. 
Have faith in the long term. Take your 
time before initiating change. Face the 


fact that long-term business economics 


may be less profitable. Take a planned 
cut instead of being forced into it. 

Decide where your brand should be 
— in the base where regional play is key 
or the top end where clutter-led chaos 
reigns. Do you want to take the high-vol- 
ume, low-price plunge or take an open- 
ended risk that somehow you will keep 
coming up with ‘smash-through ideas’ 
and cascade along the long-term with a 
series of short-run hype waves? 

Hype will distort customer expecta- 
tion, which will come back to bite you. 
Do not overpromise. Stay within the 
core category. No one I know got pro- 
moted on the basis of a brand of soap. 

Hype is no substitute for customer- 
centric innovation. Do not get restless 
‘to do something’ about competition. 
Rivals are only going to increase; how of- 
ten will you respond to how many of 
them? Consumers will tell you if the 
competitive initiative has scored. Your 
business or brand strategy should not 
be competition-facing unless your cate- 
gory demands short-term smart play. 

Take expert advice with a pinch of 
salt. The sound bite from the man on the 
podium rephrases what the morning 
paper said, that recycled your comment 
on CNBC last night! Enjoy it. Bunk of- 
fice, go for these shows. But remember, 
after the show gets over, you get back to 
work! That is when real life starts. x 
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West Bengal today is in state of transition, poised to assume a 
leadership role in the India of tomorrow. The areas of investments in 
the state are unlimited — ranging from mining, biotechnology, agro 
processing, healthcare, retail, real estate, Gems & jewellery, leather 
and infrastructure. The World Bank in report published recently has 
adjudged West Bengal to be one of the two States in India with the 
strongest focus on growth. The changing face of Bengal is apparent 
everywhere, more so in the case of financial institutions. These two 
case studies clearly justifies the claim that in Bengal we do flourish 
ifwe have determination and zeal. Two men played important roles in 
turning around their respective organizations. 

In 1999, an influential apex chamber of commerce suggested that 
the Kolkata-based United Commercial Bank ( UCO)- known in some 
quarters as union controlled bank — be shut. It has earned the rare 
distinction of posting net losses for 11 years in a row and had accu- 
mulated losses of Rs 2,545 crore. It stayed float with government 
aid in the form of Rs 2,465 crores worth of capitalization bonds. Set 
up by the legendary G D Birla in 1943, UCO Bank had slipped from 
being the fifth largest public sector bank to the 14 th slot. The figure 
for its gross non-performing assets (NPAs) were 22.50 percent of 
advances. The figure for net NPAs : 10.83 percent of advances. 









Mr V.P Shetty, CMD Uco Bank turned 
around a bank which once had been 
written off by the experts to the black. 
He revived a bank where a work culture 
was conspicuous by its absence and 
whose employees had forgotten that 
banks were in the business of lending 
money. 

What were the problems at the bank? 
“When | took over | felt that every thing 
is in place but people lacked direction. 
My first task was to restructure the 
organization. There was a total lack of 
Culture,excessive manpower, unremu- 


terested in allowances than their salary and never bothered about 
business growth. The bank was showing the least per employee 
business in the industry. 

How did you turn around the bank? 

To start with | played on the emotional chord of employees. 
| made it very clear that if we don’t work the bank’s health 
will suffer further and they have to wait for a few years to get their 
arrears as the bank is not in a position to pay these. Secondly, for 
years there had been no promotion policy and the employees were 
frustrated. We promoted 500 employees over 








Mr. V.P. Shetty 
nerative branches and piling of non-per- Chairman & Managing Director ogy front we are a late starter and 
forming assets. People were more in- UCO Bank have already lost a considerable 
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Staff productivity was possibly the lowest in the Indian Banking 
Industry. In October 1999 , Vaddarse Prabhankar Shetty moved to 
the bank as the Executive Director. The then Chairman , Sharda 
Singh retired on December 31 and from January 1, 2000 Shetty held 
charge till he was made Chairman in October that year. 

Four years later UCO Banks story is vastly different. In March last 
year it has posted a net profit of Rs 207 cr. Gross NPA s are down to 
8.24 per cent of advances and net NPA's to 4.36 per cent. Staff 
productivity is almost on a par with the industry average while depos- 
its and advances grew by 16.74 per cent and 23.73 per cent , 
respectively ‚last year. The turn around drama climaxed on October 
9 2003 when the Uco Bank scrip priced at Rs 12 , made a debut on the 
stock exchange at a 62.50 per cent premium and closed at Rs 
19.50. Today the corporate mission is to be a top class bank to achieve 
a sustained growth of business and profitability, fulfilling socio eco- 
nomic obligations, excellence in customer service through upgradation 
of skills of staff, their effective participation and making use of 
State- of- the —art technology. 


the last three years. There was no 
policy document for work. Narrow 
banking was killing the bank. We 
scrapped the 14 zonal offices and 
empowered branches and regional 
Offices to take decisions. Thirdly, we 
started lending by reviving ties with 
business groups like the Tatas and 
Birlas .We also lend aggressively to 
retail customers. Our retail portfolio 
is about Rs 2,600 crore now. More- 
over, 140 branches were closed, we 
wanted to close another 500, but not 
allowed to do so. From the technol- 




















amount of time. We plan to put in place core banking solutions 
in 18 months for 200 branches and plan to set up 150 ATM's in 
the next nine months. 

What is your future vision ? 

We want to become big . The future is bright as we have stared 
picking up the right people and putting them in the right places. | 
see consolidation in the banking industry as we cannot have too 
many banks . We must have strategic alliances . Uco can be either 
an acquirer or can be acquired. Our vision is to achieve Rs 1,00,000 
cr total business by the year 2007. 
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Or 
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WBFC aims to support you 
with their 
friendly loan packages 

which include 





e Loans upto 10 crores” e Easy repayment facility 
e Attractive rate of interest ° Prompt decision 


For details please contact: 
WEST BENGAL FINANCIAL CORPORATION 


W4 12A, N.S. Road, Kolkata-700 001 
Ph : 2220 0055/3083/3259/4954, 2242 0313 Fax : 2220 1250 


E-mail : wbfc@cal2.vsni.net.in Website : www.wbfc-online.com 





Or any of the 14 Branch Offices located in the Districts. 





w Ç © &© y & ç Ç Ç CO F Fg b JFE b Ç JUHU ç w 


bindu * 


Advantage Bengal Series 


To come to our second case study we have West Bengal Financial 
Corporation (WBFC) which is the pivotal state agency to aid and 
further the industrial progress of the State. The Corporation during its 
last 49 years of workings for the State had always been instrumental 
to pave the way for development of entrepreneurship and of the 
underprivileged segment of the industrial economy in the State. In its 
delivery of long-term financial assistance, the policy instructions of 
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the State Government and IDBI or SIDBI had been the guiding prin- 
ciples. S K Sen took over as the Managing Director in 2000 with a 
mission to change the organization into a modem finance company 
adhering to prudential norms. Since then it has been striving to regis- 
ter better its achievements year after year and has posted an 
encouraging trend studded with increase in many key areas of its 
operation PE pior a 
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What is the current scenario? 

Over all the years during the last decade ex- 
cept the last FY, the SSI Sector has received 
the larger share of the assistance disbursed by 
the Corporation and indeed in some of the years 
the percentage shares registered were more that 
90 per cent. The Corporation has its exposure 
in providing assistance for quite some time 
past, to the activities and industries like Engi- 
neering , Chemicals, Rice Mills, Cold Stor- 
ages, Hotels, Nursing Homes and Diagnostic 
Centres, Pharmaceuticals, Flour Mills, Printing 
and Allied units,food Processing activities viz. 
Biscuits, Bread & Confectionery items. “The 
Corporation has started to rope in new areas and activities, which 
are opening up in the recent years, viz. Animal feed processing 
units, Bio-tech based projects and activities, multi-purpose cold 
Storages, modern tea processing units, IT based activities, indus- 
tries in steel sectors including sponge iron etc. The Corporation 
also acts as a catalyst for the growth of industries in special / 
growth centres zones spread over different parts of the State as 
would be evident from the trend of investment made by the Corpo- 
ration in major industries in and around Durgapur belt as also in 
North Bengal region since last couple of years. 

What are the major work done by WBFC in Durgapore? 
Today, Durgapur is considered as one of the important destina- 
tions of investment centres in the country and the role of the 
Corporation in the process of transformation cannot be underesti- 
mated. Over the years, it could create a fair exposure in assisting 
industries in and around Durgapur like Coal Mining, Engineering, 
Hotels, Cement manufacturing, Nursing Homes and Diagnostic 
centre. With the growing activities in the construction sector in the 





Mr. S.K. Sen 
Managing Director, WBFC 


recent past, the demand for secondary steel 
products like sponge iron, alloy steel, re-rolled 
items etc. have been increasing at a faster rate 
and the Corporation has already started financ- 
ing in this sector. In the year 2003- 2004(till 
November ) Corporation has sanctioned Rs 2133 
lacs and disbursed Rs 1576 lacs in Durgapore. 
What are your NPA levels ? What are your 
targets? 

Recovery has been receiving top priority and 
indeed, the Corporation is striving vigorously to 
manage its NPAs (Non-Performing Assets). At 
the time when | joined in 2000 the gross NPA 
was at 49%. We have reduced that to 40%. In 
terms of performance we are now rated as as the third best SFC in 
the country after the SFCs of Delhi and Kerela. The Corporation 
with its constant efforts has been registering an upward track of 
achievement in the area of recovery. In 200- 2001 it has recovered 
9327 lacs as against Rs 8699 in 1999-2000. 

Whatis the corporate mission of WBFC? 

The amendments introduced to the SFCs Act in 2000, empowered 
the Corporation to provide larger amount of assistance up to Rs. 
500 lakh to an industrial units or service enterprise promoted by a 
Corporate entity. For selective cases, the maximum amount may 
be extended to Rs. 1000 lakh even with the permission of SIDBI. 
Business houses and entities having larger net-worth not exceed- 
ing Rs. 20 Crore, can also avail assistance from this Corporation 
now. Recently the Corporation has also revised its lending rates to 
a competitive level. The Corporation in order to move in tandem 
and to keep pace with the development-taking place in and around 
has already covered its entire operational system under computer 
network. 
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Or why MNC pharma companies love 


HEN William Haddad was 

through with his talk, 

there were some puzzled 

faces in that roomful of 

journalists. “What trip is 

he on?” muttered one 

suspicious scribe. “What do you make 

of him?” asked another. Haddad, a man 

in his mid-70s, had come all the way 

from the US on a two-day trip to tell us 

that India was heading towards disaster. 

The reason: its move to a strict product 

patents regime on drugs in 2005. In the 

process, he said, it was also taking the 
rest of the developing world with it. 

Visitors from Haddad's part of the 


world had been beating a path to India. 
But it was mostly to tell us how naughty 
we were because we copied their drugs 
(or those of the companies they were 
representing). Or sometimes to dangle 
the carrot of foreign investment in 
pharma research and manufacturing, 
provided we respected drug patents. 
But here was this firang from the US — 
that mecca of the pharma industry — 
saying exactly the opposite. In his talk, 
Haddad painted an unflattering picture 
of Western drug multinationals — the 
chief beneficiaries of this changed 
regime — as monopolists who wouldn't 
hesitate to profiteer from it. He called 
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prices in the US, a country which liber- 
ally awards drug patents, “uncon- 
scionable”. Among the many dramatic 
statements he made was one in which 
he called India and its drug industry “the 
hope of the Third World”. 

So why is Haddad being such a con- 
trarian? Look at his antecedents and it’s 
not that difficult to understand why 
Haddad holds such views. He is the 
founder and CEO of a generics com- 
pany, US Research and Development 
Corp., and its subsidiary Biogenerics 
Inc. He also owns Mir Pharmaceuticals 
a generics firm based in Russia. By defi- 
nition, such companies market drugs 
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® Postpone product 


poor countries 


e Get the G-20 to lobby the 
issue at the WTO 


e No patents does not equal 
‘medicines for all’ 


e india is committed to the 


because he is one himself 


_WHAT BILL WANTS 


patents by another decade 
e Design a soft patent law for 


WHAT HIS CRITICS SAY 


sam 


WTO; there is no going back 
e Haddad speaks for imitators 


blebyapatentlaw that allowed copying 
drugs by a different process. “Multina- 
tional companies have now realised 
that India is a serious threat to their plan 
to dominate not only world markets, 
but world production as well,” he said. 
“For that reason your country is now the 
bull's eye.” And if they had their way, all 
this would come to a screeching halt in 
2005 when India moves to the new 
regime under its obligations to 
the World Trade Organization 
(WTO). Haddad contends that 
the drug companies have used 
the WTO as an instrument to dis- 
arm India’s pharma companies. 
“I call the WTO a Trojan horse for 
India. India invited it into the 
country, and now they are pour- 
ing out with all their troops in- 
side your system.” 

Apart from all that, Haddad’s 
latest visit to India is also the re- 
sult of what he started doing 
nearly three years ago. He be- 
came a ‘volunteer’ for Indian 
manufacturer Cipla’s attempt to 
make cut-price AIDS drugs — 
that were still under patent to 
multinational drug companies 
— for Africa, the continent that 
has been worst-hit by the disease. 

In 2000 Haddad was helping the 
cause of US consumer activist Ralph 
Nader’s Consumer Project on Technol- 
ogy, which aimed at making AIDS drugs 
affordable in Africa, and felt that Cipla 








locks how pharma (multinationals) op- 

erates to retard competition. Persistent, 
consistent, shameless. What happens 
today, happened yesterday, and unless 
we understand the genetic code, it will 
happen again tomorrow. Hear this tale 
out. It onde on your ee Pa told 
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but that's exactly how F uJ 
makes his point. (See “Bills Drug 
BW, 29 December 2003.) 


up the drug industry. ake 
the mid- 1980s, whenas a 
Pe New aed Hana Ti Tribut 













UD as aa to PEE Senator: Estes 
Kefauver. The politician was. keen to 
bust alleged cartels of drug are 
that had led to overpricin 
medicines. Haddad inves 
ported on a cartel of antib 
cline manufacturers (inchi 
No. 1 Pfizer Inc.) in Latin: 
says this led to them being fir 
million. Haddad's only regre ts that 
one went to jail” 

Here's more. In 1984 Haddad wasthe 
man who lobbied hard for the US law 
that first allowed generics to enter the 
market the day the patent on the drug 
expired. Called the Hatch-Waxman Act 
(after the senators who introduced 10, it 


to hate William Haddad.sy Gauri Kamath _ 


only after the patents on them have ex- 
pired. Sometimes, they even challenge 
running patents in court and win. When 
a patent expires, the drugs price col- 
lapses overnight. Obviously, no love is 
lost between them and the patent-own- 
ing drug multinationals. 

Haddad's argument was simple. In- 
dia had emerged as one of the few real 
threats to drug multinationals. India 
could make even the most complex 
drugs at a fraction of the innovator's 
price. Indian drugmakers were taking 
on foreign pharma companies not just — 
in India, but also in the international | 
markets. All this had been made possi- | 


_ had a solution. Since then, at every in- 
_ ternational forum, Haddad passion- 
_ ately and eloquently argued Cipla’s case 
_ inthe teeth of opposition from multina- 
_ tionals whose drugs Cipla wanted to 
_ copy. For instance, at a conference on ` 
_ differential pricing of drugs in Oslo in : 
_ 2001 Haddad harangued multination- | 
_ als assembled there for knocking Cipla | 
chairman Yusuf Hamied’s offer as _ 
_ piracy, and blocking access to AIDS ` 
_ drugs to Africa's needy, just like they op- 
_ posed generics in the US. He had a term 
_ for it. He called it “Deja vu all over again’, 
_ in typical yankee-speak. 


“That is the genetic code that un- 
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created a pathway for approval of 
generic drugs or copies — that were sig- 
nificantly cheaper than the ‘brand 
name originals. Before the Act. generics 
penetration in the US was 5%. Today it's 
closer to 50% of all prescriptions, mak- 
ing drugs more affordable. Haddad did 
not do this single-handedly. But he 
seems to have been in the thick of 
things. He put together a lobby of gener- 
ics companies called the Generic Phar- 
maceutical Industry Association, which 
he was heading until recently. He is now 
leading a similar effort of biogenerics 
manufacturers. 

Haddad has been to India before but 
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this is the first time he has addressed a 
public gathering. In his 30-minute 
speech at the annual meeting of the In- 
dian Drug Manufacturers’ Association 
(IDMA) in Mumbai last month, Haddad 
prescribed alternatives that echoed 
what Cipla’s Hamied has been repeat- 
edly saying here. This includes giving In- 
dia another 10 years till 2016 to adopt a 
full-fledged product patent law (a con- 
cession allowed only to least-developed 
countries in the WTO and not to devel- 
oping nations like India). And getting 
the G-20 countries to add the pharma- 
ceutical patents issue to their 
agenda of negotiations with the 
WTO. That, he believes, should al- 
low India to continue to supply 
medicines to its own people, and 
those of other developing nations 
for another decade. 

“Iam not talking about some 
poor peasant in the rural areas. 
Even middle-class people with jobs 
will not be able to afford patented 
drugs.... Imagine if an AIDS drug 
comes out on 2 January 2005. India 
will not be able to produce it.” 

Haddad says he is not against 
patents per se. Or profit for that 
matter. “I recognise that patents 
protect and incentivise innovation 
and, as a businessman, profit is 
not a bad word. What people like 
me wantis the fairness of ademoc- 
racy, and the right to be heard,” he 
says piously. 

Add to Haddad's current pet 
project the fact that he has been in- 
volved in the civil rights move- 
ment, he has worked in the US 
Peace Corps, he has played a part 





“Wouldn't he be the first to benefit from | 


weakening patent laws? After all, he rep- 
resents the commercial interests of imi- 


tators.” (Haddad, like other generics | 


companies, is keen on using India as a 
sourcing base for biogenerics, though 
his latest trip was only to talk about the 
patents issue.) Kemprecos points out 
that Haddad has on many occasions 
said he could build a plant in Africa “ina 
matter of months” to make generics 
that will meet Africa’s demand. “Has he 
done this? If not, why?” 

Haddad, no doubt, has strong politi- 
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Haddad's association with Cipla’s Hamied started 





WILLIAM HADDAD 


Internet, and an industry insider says 
that his companies are not commer- 
cially too active either. As one Hyder- 
abad-based senior industry executive 
puts it: “He is effectively a lobbyist. But 


l atleast in the AIDS issue he hasnt made 


any real impact.” Haddad himself ad- 
mits that on the AIDS issue, “we are back 
to square one”. An agreement reached 


| between WTO members in August in 


Geneva makes it very difficult for coun- 
tries to break patents and award li- 
cences to generics manufacturers. 

But, at the same time, he has spoken 
on several high-profile interna- 
tional platforms including events 
organised by the Financial Times 
and the BBC. So if he just keeps 
talking, he can inflict enough 
damage to give nightmares to the 
public relations managers of 
pharma companies. 

There is no denying that Had- 
dad himself is a savvy customer, 
and has probably got more good 
publicity than bad. Having been in 
the media business, he knows how 
to play to the gallery. His talks are 
peppered with great sound bites, 
and marked by flourishes. Take, for 
instance, when he refers to the 
busting of the tetracyline cartel. 
Senator Kefauver died before he 
could achieve his objective. Had- 
dad recalls making it to his funeral 
in the “mountains of Tennessee’, 
standing over his grave and saying: 
“TIl get those bastards for you Sen- 
ator.” He helpfully adds that one of 
the American newspapers had 
used that in their copy when they 
wrote about him. On another oc- 


Photographs: SANJIT KUNDU 


with a project to manufacture affordable AIDS 
drugs for Africa. Since then Haddad has been a 
keen supporter of Cipla’s initiatives 


casion, extolling Cipla’s virtues he 
says that Mahatma Gandhi's pic- 


in exposing Watergate, and he was 
a part of the 1994 Israel-Palestine 


peace accord signed in Cairo, and 

you feel that the man is a perpetual rebel 
in search of a cause. Haddad doesn't be- 
lieve in hiding his talents. (All these ac- 
complishments are listed in an official 
bio-data sent to BWby IDMA, his hosts 
in India). 

Of course, his critics beg to differ. 
PhRMA, a leading American lobby of 
multinationals, suggests that Haddad is 
using the issue of access to medicines in 
poor countries to achieve his own com- 
mercial objectives. Says Jeffrey Kempre- 
cos, director (public affairs) at Merck 
and Company, a PhRMA member: 





cal connections that have helped him 
achieve his objectives. (He claims sup- 
port from Republicans and Democrats 
for his attempts to get legislation on bio- 
generics.) However, detractors have 
perfectly legitimate questions to ask 
about the man. 

Once he left India, Haddad himself 
did not respond to email queries, includ- 
ing one on his reaction to charges of drug 
overpricing that Cipla is facing in India. 
There are others who simply dismiss 
him as a rabble-rouser. There is no web- 
site of his US-based companies on the 
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ture on the company’s website 
“gave him a good feeling”. 

But as far as the Indian patent law is 
concerned, Haddad’s public appear- 
ance in Mumbaiis perhaps too little, too 
late. The patent law has been tabled in 
Parliament. It clearly paves the way for 
product patents from 2005. The govern- 
ment has also started awarding exclu- 
sive marketing rights on some drugs as a 
precursor to patents. Industry watchers 
think there is very little that can be done 
to postpone the new regime. As Kem- 
precos says, “The (WTO member) 
countries have spoken.” k 





H would not be an overstatement to say that the 


consumer products industry is on an eternal search 
for new ways to drive top-line growth. So far the search 
has yielded many answers including international 
expansion, new product releases and increased orice 
realization. But are they enough for an industry, which 
is swamped by new challenges every second? 





The challenges faced by the industry 


There are a plethora of challenges that companies need to 
grapple with. Maturing brands, choosy consumers, the 
consolidation of retail space, continued pressure from 
retailers for control of product marketing, limited access 
to consumers, and the push to discover the next best- 
selling brand are just a few. Not to forget mature markets, 
globalization, the management of key accounts, declining 
margins, reduced revenue, and the challenge of working 
together with retailers to deliver value. 


Also, many consumer products companies have deployed 
a pastiche of homegrown, best-of-breed and legacy 
systems. The result of such an amalgam of platforms is 
that fragmented customer and consumer information 
reaches the wrong team members at the wrong time, 
leading to frustrated, unsatisfied customers and 
unresponsive consumers. 


— Overcoming the challenges 


The industry has to focus more closely on customer and 
consumer requirements. Consumer products companies 
must eliminate their technologically isolated approach to 
customer relationship management. 


A solution: mySAP CRM for the consumer pr 





To drive efficiencies and thus enhance effectiveness acros: 
all enterprise-wide activities, consumer products companies ` 
require a fully collaborative, connected, and people-oriented 
CRM solution specifically designed for their industry. 


SAP delivers industry-specific CRM capabilities for consumer 





products companies with mySAP Customer 


Relationship 
Management (mySAP CRM). | 


As the cornerstone of a collaborative, connected: peop. 




















oriented, and industry-specific solution, mySAP € 
consumer products companies can synchronize 
and-back-office operations to ensure uniform co 
of resources across the enterprise. mySAP CRA 
companies to deliver coordinated, cost-efficient, relevant, 
and timely customer and consumer programs and services, ` 
which result in increased order fill rates, improved profitability, 
increased brand awareness, higher customer and consumer 
satisfaction ratings, and overall volume growth. | 


It is an easy-to-use, all-inclusive, and connected s : 
so consumer products companies have no nee 
multiple software packages or interfaces. Nor do : 
need to synchronize customer-interaction channel 
mySAP CRM offers unique, comprehensive, and closed- 

loop capabilities that eliminate complex integration | 
issues because the solution incorporates everything 
consumer products companies need to track and analyz 
retailer relations - from demand planning to order 
placement, shipping, billing, and receipt of payment. 


With mySAP CRM, consumer products companies can 
produce and deliver products and services to consumers 
at suitable prices. Simply said, it enables consumer products 
companies to increase consumer satisfaction through quality 
product and service offerings, while increasing their 


profitability and volume growth. 





For more information on how eal CRM can help you 
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Suzuki Concept-S 
This tech-driven beast 
offers the driver a 
choice of engine 
(1300cc DOHC 16- 
valve) and suspension 
configurations through 
its fingerprint authorisa- 
tion system. Push but- 
tons on the steering 
wheel control the gear 
lever, handbrake, indi- 
cators and wipers 
















Yamaha FCO6 
It’s the world’s first two- 
wheeler powered by a 
direct methanol fuel cell. 
This 50cc bike has a 
camera for rear viewing 
and a 300-watt outlet 
that can generate 
electricity on demand. 
Great for picnics 





Hyundai HCD-7 
This luxury sedan 
comes with a 4498cc 
DOHC 32-valve V8 
engine with 266bhp@ => 
5500 rpm horsepower. h 3 I a La s 
That's not all, one | N < 
swipe of the 

ignition card, and a 
7-inch LCD monitor 
pops up from the dash- 
board — telling you 
which way to go 
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A ul: JANUARY 15-20 
ExPO <007 


Asia’s Largest Automotive Show | 


A snapshot of the 
concept cars and 
bikes at the 7th 
Auto Expo. They 
may never see 
the light of day, 
but will be the 
Inspiration for the 
next generation 
of vehicles. 
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TVS Taurus 
Don't want to dish out 
Rs 11 lakh for the 
Hayabusa? With inter- 
national looks and 
engine displacement 
(250cc), this one's 
$ purr-fect 





















” 


Tata Indiva 
Tata’s 7-seater multi-purpose 
vehicle shares the Indica 
platform and has a 1405cc 
S3bhp@ 5000rpm engine. It 
comes with a navigation sys- 
tem, LED lighting and a DVD 
player on the roof panel 





Suzuki B-King 
Imagine Suzuki 
GSX1300 Hayabusa with 
a super charger —that’s 
exactly what the B-King 
is. This bike features ad 
vanced telemetry, set-up 
options and even a GPS- 
based weather warning 
system. As if this wasn’t 
enough, you don't need 
a key to start it; its fin 
gerprint recognition sys- 
tem will do it for you 
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WE SET YOU FREE FREE TQ EXPLORE NEW FORMS 


PRESENTING FREEDOM. THE STUNNING, NEW-AGE WORKSTATIONS FROM FEATHERLITE. 


° 


We help you werk bette: Mass customisation Modularity Flexibility Comfort 


Featherlite Products (P) Led. 


8? Tunbecrvad L nawa. Miyu ac Road. Banwsbowe-26. Toi: (1800-67420 6/0155 5/ 58 Fax S1-6740449 emad: sleviateatheritemdunom wwwteatherhtcmdiac 


EXCLUSIVE SHOWROOMS: BANGALORE: 2203812/13, 2264010 CALCUTTA: 22291948 22299464 CHENNAI: 28256251 28232764 

COCHIN: 372411,374036 COIMBATORE: 230485,231699 DELHI: 26419789,26483437 HYDERABAD: 27808906,27802602 

MUMBAI: 24375375,24377384 MANGALORE: 440941 PUNE: 6120688,4012817 GOA: 2224119 VISAKHAPATNAM: 2552047 2530/70 
DEALERS: MYSORE: 424946 PORT BLAIR: 32683, 30652 RANCHI: 200754 THIRUVANANTHAPURAM: 336959 VIJAYAWADA: 474727 ,474222 
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“= CANADA = te NortHeRN 


TIGER MEANS 
BUSINESS 


Gone are the days when Canada was 
a country associated with cold 
weather, ice fields and maple syrup. It 
is now becoming known as a land of 
endless business opportunities. 
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Canada Factfile 


Canada became a self- 
governing dominion in 
1867 while retaining ties 
to the British crown. 
Economically and tech- 
nologically it has devel- 
oped in parallel with the 
US, its neighbour to the 
south across an unforti- 
fied border. 


9,976,140 sq km 
31,592,805 (July 2001 fig.) 


English 59.3% (official), 
French 23.2% (official), 
others 17.5% 


Purchasing power parity: 
$774.7 billion 


Reali growth rate 4.3% 


Canadian dollar (CAD) 
One CAD = US$1.5032 


2.6% 
16.1 million 


Background: 


Area: 
Population: 
Languages: 


Currency: 


Inflation rate: 
Labour force: 
Prime Minister: Paul Martin 


Spearheading the new initiatives in 
India will be Lucie Edwards, the 
new Canadian High Commissioner 
to India, who also holds concur- 
rent accreditation to Nepal and 
Bhutan. She says, “There is tre- 
mendous scope for exponential 
growth in trade and partnership 
between Canadian and Indian com- 
panies in the hitech sectors due to 
complementary strengths of com- 
panies and organizations of both 
countries. This, together with 
historical and cultural linkages, 
promises to yield excellent partnership between Indians and 
Canadians.” 

India, with its exciting IT industry and entrepreneurial skills, 

is of prime interest to the Canadians. As former Canadian 
Industry Minister Allan Rock, who was in India recently, 
points out, the two countries have a shared human bond given 
the fact that maximum number of migrants to Canada are 
= Indians. And the Canadian government wants to promote 
ay increase two-way trade and investment between the two ` 
_ countries. Says Rock: “We are working with the business ` 
= community in Canada to identify opportunities here as well 
as promoting Canada as a place for investing by Indian 
business.We have low inflation and low interest rates, we 
have reduced the burden of debt from A? H of k thç y 0 





Lucie Edwards 
Canadian High Commissioner 
to India 


Reach Toronto in record time on Air Canada's daily non-stop from New Delhi. 
Our convenient schedules ensure that you connect to cities across Canada and the 
USA, including Vancouver, Calgary, Montreal, Ottawa, New York, Washington D.C., 


Chicago, Detroit and Boston. AIR CA NADA (he) 


Enjoy the hospitality on our award-winning Executive First - gourmet meals, vintage 


wines, premium entertainment and luxurious comfort. We also offer a choice of Indian 


A k 


and Western cuisine as well as the comfort of a Punjabi-speaking crew Kaa 


aircanada.com For bookings or more information, call your travel agent or contact Air Canada at 011 2372 0014/15/17 
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closely resembles the US in its market-oriented economic 
system, pattern of production, and high living standards. Real 
rates of growth have averaged nearly 3% since 1993. Unem- 
ployment is falling and government budget surpluses are be- 
ing partially devoted to reducing the large public sector debt. 
As Rock explains: “In recent years Canada has completed 
the first phase of its economic plan. Which was putting the 
macro economic elements in place. Now we are turning to the 
second phase that is increasing prosperity through higher 
productivity and innovation. Part of that depends on capital 
investments. We look to India as a source of investment, to 
help us accelerate that economic development.” 

The thrust areas for Canada are Information and Communi- 
cation Technology (ICT) and geomatics. Thanks to the rapid 
advances it has made in the ICT sector, Canada is fast gaining 
a reputation for itself as a nation that innovates. The ICT 
industry contributes almost half of Canada’s private sector 
R&D. 

Canada is also a pioneer in the exciting field of geomatics — a 
very young science that merges geography with information 
technology. Canada manages about 20% of the global 
geomatics industry. And it is already in the process of trans- 
ferring some of this knowhow to India. 

The other area where Canada is promoting partnerships with 
India is in oil and gas. Alberta Premier Ralph Klein was in 
India recently and said that he would like to encourage in- 
creased interaction between companies and government from 
Alberta and India. Alberta is the biggest oil and gas rich prov- 
ince in Canada and companies from the province like Niko 
Resources, Precision Drilling and Canoro have been very ac- 
tive in the oil and gas sector in India. Chief Information Officer 
Mr. Shiraz Sharif, MLA from Alberta accompanied Premier 
Ralph Klein from Alberta and had discussions at the Indian 
Institute of Public Administration on possible areas of coop- 
eration between Canada & India in areas of good governance. 
The Canadian government is one of the most electronically 
connected governments in the world, and it aims to create a 
one-stop shopping experience for all government services and 
information. Visa regulations are also far easier than say, the 

































Canada’s Strengths 


1. World class talent: Nearly 50% of Canadians over 
25 have post secondary education. Canada spends 
the most per capita on education and training as com- 
pared to any G-7 country. 

2. Low cost of doing business: A 1999 KPMG study, 
demonstrated that Canada offers by far the lowest 
costs of doing business in any country in the G-7. 

3. Strong culture of innovation: The Canada Founda- 
tion for Innovation, Genome Canada and other insti- 
tutes are stimulating continuous R&D in the country 

4. Fast track government: One of the most electroni- 
cally connected governments in the world, it aims to 
create a one-stop shopping experience for all govern- 
ment services and information. 

5. High quality of life: According to a United Nations 
Human Development Report, Canada has the highest 
quality of life as compared to any country in the world. 
Calgary is the cleanest city in the world while Vancouver 
and Toronto are in the top 10. 

6. Competitive tax policies: In early 2001, the Cana- 
dian government implemented a $100-billion tax cut 
package, which has reduced personal as well as corpo- 
rate tax. 

7. First Class Infrastructure: A reliable banking sys- 

tem and good municipal services is backed by terrific 

net connectivity. Canada has over 800 ISPs and boasts 

CA net 3, the longest, fastest and most advanced fibre 

optic research and education network anywhere. 


US, or any other country, for that matter. In addition, Canada 
has some inherent strengths (see box above). 

Not surprisingly the London based Economist Intelligence 
Unit has rated Canada as the best country in the world in 
which to conduct business over the next five years. Clearly, 
Canada is doing its best to dominate the world map — not just 
in terms of physical spaces but in terms of business signifi- 
cance as well. 


The Innovation Agenda 


Leonard Brody, voted one of 
Canada’s hottest entrepreneurs, is 
a very persuasive spokesperson for 
the country. The techie with Israeli 
origins and the co-author of the 
best-selling book Innovation Na- 
tion: Canadian Leadership from Jurassic Park to Java has 
been on a whirlwind tour of the world promoting Canada as 
an investment destination for tech firms. Delhi and Banga- 
lore are two important stops in Brody’s multi-city tour. 
Says Brody: “Indian companies are increasingly on our 
radar screens.” 
At the end of his crisp presentation, it won’t be surprising 
if those attending put Canada on their radar screens. As 
he describes it, the four legs of the Northern Tiger are: 


entrepreneurial spirit, world-class talent, low cost of doing 
business and quality of life. Till now, the lack of venture 
capital forced most of Canada’s entrepreneurs to move to 
neighbouring US. But that trend is changing. Brody describes 
how the success stories of people like Tim Bray and James 
Gosling (Java Technologies) is ushering in a cultural change 
in terms of a spirit of entrepreneurship in Canada. Already 
many tech clusters have developed within Canada, which 
can give the US tech cities a run for their money. On the 
northern tip of the venture silk route is Vancouver, whose 
strength is new media. The Indian film industry can gain 
much from this ‘special effects’ city, feels Brody. Toronto’s 
strengths are software, biotech and aerospace. Waterloo’s 
strengths are software and, of course, its university. As for 
venture capital, it’s coming in slowly but surely. 
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Canada will help India improve its agriculture and disaster management by the use of geomatics 


Geomatics — the fusion of geography with information tech- 
nology — has applications in agriculture, forestry, energy 
management, disaster management as well as urban problems 
such as managing traffic flow. 

Canada, which originally coined the term geomatics, manages 
about 20% of the global geomatics industry. Now, it will be 
transferring some of this knowhow to India. The Canadian 
government has signed an MoU on geomatics with Punjab as 
well as one with the Union Ministry of Mines and the Min- 
istry of Science and Technology. Also, they are initiating a 
working group with Andhra Pradesh — dealing with 
geospatial information and data infrastructure. 

What exactly is geospatial information and data infrastruc- 
ture? In simple terms. think of it as a whole set of databases 
and information bits and bytes, which have no way to com- 
municate with each other. The infrastructure is the highway. 
If you think of the databases and websites, the ability of a 
water database communicating with an energy database, 
which, in turn, communicates with an environmental data base 





allows for better decisions. In Canada, geomatics has forged a 
link between the government and the private sector allowing 
them to frame policies better. Soon, things could work that 
way in India too. | 


Interview/ Dr. Irwin Itzkovich, Asst.Dy.Minister (ESS), Ministry of Natural Resources, Canada 
Dr. Irwin Itzkovitch, with his wide experience in both the 
private and public sector, combines the best of the two. Be it 
the management of innovation for profit, strategic planning 


or hardcore research areas, his interests are broad. On 
his recent trip to India, he revealed the exciting applica- 
tions of geomatics. As he says: “There isn’t anything that 
does not depend on geomatics —census, maps, energy con- 
servation, mapping forests, it really goes into the heart and 
soul of policy and decision making, both in terms of gov- 
ernment but as an important industry.” What's more, he 
says Canada is looking at ways in which it can partner with 
India in the field of geomatics. Excerpts: 

What is special about Canada’s offering geomatics? 
We have some of the world’s leading geomatics companies 
in Canada. Like MacDonald Dettwiler & Associates Ltd. is 
probably the world’s leading enterprise in geomatics and 
geomatics solutions. PCI Geomatics, which has an office in 
India, licences about 10,000 pieces of software in about 80 
countries globally. 

How does geomatics help in disaster management? 
Geomatics helps locate people quickly in the event of a 











disaster, or a railway accident. In Canada on the trains we 
have the ability to monitor earthquakes and landslides. The 
signal is sent to the engineer of the train to slow down, the 
ability to send people to a site quickly, to know where to 
go and how to go does help and here geomatics is of im- 
mense help. It can help minimize the impact of disasters. 
India is one of the most populous countries in the world. 
How can the government and private sector leverage 
geomatics to optimize the use of energy? 

We have developed a system called Smart Agriculture — 
that’s how you maximize the crop yield by minimizing the 
amount of fertilizer that you use. Fertilizer is made from 
natural gas; by minimizing its use you improve the energy 
efficiency. Thus, you not only increase the amount of food 
that’s grown but also increase the energy available. 

We put into place three years ago a $60-million programme 
in Canada to build the Canadian geospatial data infrastruc- 
ture. This is probably the best in the world and this is what 
we are working with the Indian government to build. There 
are two other things that we are talking more at the state 
level—about smart agriculture and disaster management. 
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When you are a Hero, expectations increase and so do the responsibilities. Everybody begins to demand r 
quality. And newer technology. At Hero cycles, not just meeting but exceeding the demands of our discrer 
been our top priority. And this philosophy is there to be seen in every bike that we have put on the road till da 
the beaten path. Each bike has transported cycling to a completely different plane. And each bike came witt 
some tamed rough terrains. the others blurred city landscapes. No matter what the role, Hero has always 
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Wired to the future 


In Information and Communications Technologies, the highly connected Canada is showing the world the 
way ahead. And India is a key ally. 


anada has set itself a challenge. To be among the top 
five nations in the world in research and development 

by the end of this decade. And the way it is advancing 
that target seems eminently achievable. Already, the Cana- 
dian government’s Innovation Agenda has reaped rich divi- 
dends and spurred a wealth of knowledge-based develop- 
ment activities in the country. 
Canada recognizes that the key growth is going to come from 
its dynamic Information and Communications Technologies 
(ICT) sector and has invested a great deal of effort in devel- 
oping it. Tech clusters with world class facilities have come 
up in cities like Vancouver, Montreal, Toronto and Ottawa. 
The Canadian ICT sector is transforming the way Canada 
thinks, lives and works. While Canada already has world 
class expertise in optical and networking technologies, soft- 
ware, wireless, semiconductor design as well as new media 
and e-commerce services, the ICT sector is opening gates to 
future technologies such as sciences like nanotechnology, 
photonics, biotechnology and environmental technology. 
India is a natural ally for Canada given the high quality of 
India’s knowledge workers. Canadian telecommunications 
companies regularly form strategic alliances with offshore 
firms to increase distribution and foster new product devel- 
opment. India is a key partner. Some Canadian companies 
already in India are Momentum, Nortel, Hummingbird, 





~ Teleglobe, while several Indian IT firms like Satyam, Wipro, 


TCS, Aptech and Patni systems have established a presence 
in the North American nation. 

Nortel is one of the most visible symbols of a successful Ca- 
nadian foray into India. The Canada-based networking giant 

















Canada based operational management software provider 
Eftia, counts India not only as one of its key markets, but 
believes that India and China are the markets from which 
the bulk of its business is going to come in the future. The 
privately-owned seven-year old company has invested 
$120 million in two of its patented product, master.scribe 
and Ai?(Ai square), which it is in the process of marketing 
in India. Says Stephen Parker, CEO of the company. “Our 
products have been created both in India and Canada and 
we had the Indian market very much in mind while devel- 
oping these products. The Indian market is developing at a 
very fast pace and India is a key component in our future 
plans”. He adds, “We estimate that we will be able to notch 
about $15 to $20 million, in revenue from the Indian opera- 
tion, in the next two years”. The company has already 
entered into an agreement with domestic IT major Tata 
Infotech for a sales and marketing tie up. But it is also 
scouting around for other marketing and technical tie-ups. 
“Some of the companies, with which we are seriously pur- 
suing talks are Tata Consultancy services (TCS), Infosys, 


Eftia bets high on India 








has been a pioneer in outsourcing software work to India, 
making its entry 12 years ago. Says Rajan Mehta, vice presi- 
dent, Nortel Networks: “We believe that India can be a great 
source of software development and a hub for our R&D. We 
already have some R&D partners in India. These include TCS, 
Wipro, Sasken and Infosys. The latest products coming out 
of Nortel Networks have software developed in India. We are 
now focusing on the wireless segment and are working with 
potential customers in this space.” 

Perhaps inspired by Nortel, others are developing India part- 
nerships. For Navigata Communications, part of the SaskTel 
group of Companies, India is of special interest as its service 
offerings are ideal for the Indian business market. Not only 
does the company hope to be a bridge for Indian carriers to 
North America and beyond, but it hopes to connect business 
process outsourcing (BPO) companies based in India to their 
clients. 





Wipro and Hindustan Lever Limited (HLL)”, says Stephen 
Vaz, the country manager of Eftia. Eftia is looking at both the 
private and public sector. Since master.scribe is a software 
for telecom service providers, the company is in advanced 
stages of talks with the Bharat Sanchar Nigam (BSNL), Videsh 
Sanchar Nigam (VSNL), Mahanagar Telephone Nigam 
(MTNL), as also private service providers like Bharti and 
Reliance. Parker feels that its Ai? software product, which is 
a protocol free (not industry specific) technology for track- 
ing and management resources is ideally suited for a number 
of Indian industries like agriculture, banking, government as 
also business process outsourcing units like call centres etc. 
Headquartered in Ottawa, Canada, Eftia houses sales and 
project offices across North America, as well as Europe and 
in India. It has more than 100 employees, most of whom are 
software developers. Fifty percent of the staff is based in 
India, comprising mostly of Indian software developers. 
“Eftia is likely to increase the staff strength of the India 
operations, but that will happen in tune with the health of 
the economy”, said Parker. 






PNB's IT initiative surges ahead 
with over 409 CBS networked branches 


in 79 cities covering 20 states 







The freedom of 
kša anywhere, 
PNB’ x i j 
see sb _ anytime banking 


BANKING 
Ba SOLUTION 


Welcome to a 
new age of 
banking convenience 








PNB's Centralised Banking Solution (CBS), an inter-branch networking and data sharing platform has 
changed the status of ‘Customer of the Branch’ to ‘Customer of the Bank’. Now the customer can 
operate his account from any city in India having CBS networked branches. 


CBS Advantages 
e The freedom of anytime multi-city banking e Access of accounts through any CBS 
e Instant fund transfers connected branch j 
e Cheques collection/ deposit across cities e SWIFT r emittance facility 
e Cheque can be deposited at the centre where e Instant generation of statement of accounts 


it is drawn e Prudent Sweep scheme 
e Smart Roamer scheme 
e Flexi Rate Deposit scheme 


e Interconnected ATMs 


Internet banking facilities available through all CBS networked branches 





-: CBS networked cities :- 


ANDHRA PRADESH ¢ Hyderabad BIHAR « Patna CHANDIGARH (U.T.) * Chandigarh CHHATTISGARH * Raipur ° Bhillai ° Durg 
DELHI * Delhi GOA * Panjim * Mapusa * Margoa * Vasco GUJARAT * Ahmedabad * Gandhi Nagar * Vapi * Vadodara 
HARYANA * Ambala Cantt e Faridabad * Karnal e Panchkula * Panipat * Rohtak ° Yamunanagar * Hissar 
HIMACHAL PRADESH = Shimla * Parwanoo J&K * Jammu « Srinagar JHARKHAND « Jamshedpur * Ranchi 
MADHYA PRADESH ° Bhopal ° Gwalior « Indore * Jabalpur KARNATAKA « Bangalore MAHARASHTRA ° Belapur ° Mumbai 
e Nagpur ° Pune * Aurangabad ° Jalgaon ° Kalyan * Kolhapur ORISSA * Bhubaneshwar * Cuttack PUNJAB ° Amritsar « Jallandhar 
e Khanna e Ludhiana ° Mohali Patiala e Sangrur * Rajpura * Kapurthala RAJASTHAN « Ajmer * Beawar ¢ Bhilwara * Bikaner 
e Jaipur * Jodhpur ° Kota ° Kishangarh * Udaipur TAMIL NADU « Chennai UTTAR PRADESH * Agra Allahabad ° Bareilly + Ghaziabad 
e Kanpur Ħ Lucknow ° Meerut» Noida * Saharanpur e Varanasi * Moradabad UTTARANCHAL ¢ Dehradun « Haridwar Roorkee « Ranipur 
WEST BENGAL ¢ Kolkata 


For details contact your nearest PNB branch Visit us at : www.pnbindia.com 


Punjab national bank 





..the name you can BANK upon ! 
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Then there is Hummingbird Enterprise, which provides 
organisations with a 360 degree view of enterprise content, 
and has shown great interest in India. It provides a business 
critical suite of Enterprise Information Management System 
(EIMS) ponents enabling organizations to n em- 
ploye: ees, Hors x 


The fastest air service 
to North America 


“sa With the increase in travel between Canada and In- 
dia, Air Canada has launched a non-stop Delhi- 
Toronto service, the only non-stop link between India 
and North America. Flights will be operated using 
state-of-the-art 282-seat Airbus A340. The new ser- 
vice will shave at least three hours off traditional best 
routings, thus offering travellers the convenience of 
early morning arrival times in Toronto that allow for 
T, connections to many key onward destinations in 
Canada and in the US. This new route between In- 
dia and North America provides Air Canada custom- 
ers with the fastest elapsed time offered by any other 
carrier in India today. 
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Air Canada has also redesigned its international 
business class product. Air Canada's new Execu- 
tive First service, the result of two years of extensive 
customer research and a multi-million dollar bud- 
get. features refined in-flight service, quality Cana- 
dian products and contemporary design to create a 
complete, innovative five-star travel experience. Ex- 
ecutive First provides customers with greater leg- 
room, and more seat recline for superior space and 
comfort. Since launching Executive First in 1994, Air 
Canada has received many awards for its premium 
service. 





Montreal based Air Canada provides scheduled and 
charter air transportation for passengers and cargo 
to more than 150 destinations in five continents. The 
carrier services more than 30 million passengers 
annually, with a fleet consisting of more than 300 
aircraft. Air Canada was recently chosen by the travel 
information publisher OAG, as best airline in North 
America. The frequent flyer program, Aeroplan was 
also voted best in the world. Air Canada is a found- 
ing member of Star Alliance providing the world's 
most comprehensive air transportation network. 


AIR CANADA 


aircanada.com 


World's First 
ISO 9001-2000 Certified 
Immigration Company 


If you are looking f6fan. 4 


Opportunity to become a 
Global Player... 


-here’s one, fully packaged for you 





WWICS is at the forefront of providing ‘Global Settlement Solutions 
Resettlement Solutions’ to the aspiring 
Professionals, Students, Businessmen looking Permanent Residency 


to explore career opportunities or relocate their 
business across the world. 


Breaking of trade barriers, advancement of 
technology and process of liberalization has Placements & Work Permits 
created phenomenal business & career 
opportunities in the new world economies. 


Canada, a dream destination for many, 
welcomes you to make a positive contribution to 
its economy. 
e Relocate to the land which values your hard 
work and increase your earning potential. 
e Study abroad to give a global prospective to 
your career growth. 
e Broaden your horizon by expanding and 
diversifying your businesses abroad. 
If you are waiting for just the perfect opportunity, 
j SS i ` 


itis here and now!! 


Global Business Ventures 


Education Abroad & Study Visas 





`: Global Resettlement Solutions 
Get in touch with us today to explore what 


we have in store for you. 


WorldWide Immigration Consultancy Services Lti. 


Head Office: SCO: 2415-16, Sec- 22-C, Chandigarh. 
TeleFax+91 172 5088893(6 lines) 


i ‘ E-mail: info@wwicsgroup. 
Live, Work, Study or Do Business in.. Aek 


# de ñ PE.. == an =— Offices in Canada, Australia, New Zealand, UK, USA & UAE 


vodi ñustata UK New Zaaland For more details & to get in touch with the nearest branch log on to www.wwicsgroup.com 
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hether it is measuring air pollutants in ambient air, 

cleaning up water pollutants or removing oil spills, 

Canada has one of the best environmental technolo- 
gies in the world. The country is eager to share its knowhow 
in this field with India. In 2003, the Canadian Climate Change 
and Clean Energy Technology Mission to India interacted 
closely with businesses in India, giving them guidance on 
implementing clean technologies. 


The green team had a three-fold agenda: 
Promote Canada’s energy and environmental technolo- 
gies, products and services; 
Raise the awareness of business opportunities in India’s 
energy and environmental sectors (including opportu- 
nities for Clean Development 
Mechanism projects); 
Increase India’s knowledge 
of Canadian capabilities in 
the energy and environmen- 
tal sectors 
Alberta province, Canada; has one 
of the most progressive environ- 
mental laws and has Ralph Klein, 
the Premier of the province to 
thank for it. Klein was elected 
MLA for Calgary-Elbow March 
20, 1989 and on April 14, 1989 Ralph Klein 


Premier of Alberta 





was appointed Minister of Envi- 
ronment. In that portfolio, Klein introduced landmark legis- 
lations and promoted the use of clean and green technologies. 
In India recently, Klein talked of developing partnerships 
with India in the field of energy as well as environmental 
technologies. 
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ndrew Rencz, research scientist, Geological Survey of 

Canada (GSC) has been to India just twice but in the 

coming months he sees his visits increase. Not for holi- 
days but for a more pressing purpose. And that is to find 
solutions to the arsenic problem prevalent over thousands of 
square kilometers of area in West Bengal. There is a natural 
occurrence of arsenic in the ground water here. In certain rural 
areas just north of Kolkata there are health effects ranging 
from minor discoloration of skin to death. “What we are try- 
ing to figure out is that while arsenic seems to be everywhere, 
in certain areas, like West Bengal, it causes health problems,” 
says Rencz. “The problem exists in other areas, but in these 
areas it manifests itself more.The population is high and it 
cannot relocate elsewhere. Drinking water for one or two 
days won't cause death but if you are living in these regions 
for say 20, 30 or 40 years it does seem to accumulate and 


have adverse health effects,” says the affable scientist. 

In India people first started noticing it in the mid-!970's 
when high levels of arsenic were associated with health prob- 
lems. GSC is hoping to start a joint project with the Geologi- 
cal Survey of India. “We are trying to apply our expertise in 
metals and analysis of chemicals to understand the problem 
and find solutions,” says Renez. The team is also looking at 
a group of people who can contribute scientifically, techni- 
cally and contribute money. 

Says Rencz: “It’s sad that some people know that they are 
drinking water, dying of arsenic and can’t do anything about 
it. Some wells are being made arsenic free. But it requires 
maintenance of the wells-monitoring, filtering. What about 2- 
3 years after the wells have been made arsenic free. do they 
still remain so?” Hopefully the Canadian effort will bring 
succour to the people. 
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CONSULTANTS LIMITED 26530991, 26631878 


Tel. 24615793, 24610592 
An ISO 9001 : 2000 Company 
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info@canamgroup.com www.canamgroup.com 







Immigration 


Study Abroad 













i 25 
... K 


earest Canam office. 





Tel. 56610072, 30613850 Tel. ç Ë 
Tel. 26707485, 26283524 Serkan? 
Tel. 55320139, 55320140. AWARDS 


Franchise Enquiries Solicited 





ub COUNTRY REPORT 





Every year thousands of students from India wing their 
way to Canada. The North American nation offers quality 
education, a wide variety of courses, as well as a cost 
advantage, not only in terms of lower tuition fees but in 
living costs too. 

Canadian degrees and diplomas are recognised throughout 
the world. From courses in information technology to me- 
dia and communications to law, there's a broad 
spectrum to choose from at the best colleges in the world. 
There are over 90 degree granting universities, 175 
community colleges and several private language schools 
offering several options. 

What’s more, Canada was the first country in the world to 
network schools and libraries. 

The Canadian Edueation Centre (CEC), India was opened 
in June 1997 by the Canadian government to provide in- 
formation and counselling services to Indian students in- 
terested in studying in Canada. Here students are given 








Canada: A Mecca for Students 


Studying abroad; Comparative costs 


Canada US UK Australia 

(Public inst) 
Average undergraduate tuition fees/ academic year $ 6,170 $ 9,310 $14,300 $10,750 
Average living costs per academic year $ 9,865 $ 9,080 $11,190 $12,200 
Average total costs per academic year $16,035 $18,390 $25,490 $22,950 





























detailed information on programmes available for study, 
admission requirements and procedures as well as briefed 
about life in Canada. Visa regulations and requirements to 
Canada are pretty simple and are processed fast. 


Entrepreneur speak 


From Pune to Toronto 


Two Indians find a home and business nirvana in Canada 


rowing up together, Arjun Jasuja and Vasul Chanchlani 
gined how successful they would be ina 
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Pe erat»: day. Sig fa System zinn a! fronts: It isa 
Pra row leader i in aa operations support systems (OSS) 
m and bil g Su upport systems (BSS) for teleceommunications 


service providers, utilities and energy providers worldwide. 


roup quickly expanded” 

By 1998, the company had thriviñg businesses on a number 

of fronts. First, its telecommunications software develop- 

ment business had expanded its: customer basg to Europe, 
P- | Ë. s 





| ec, 


>” With a few successful implementations, completed, Sigma 


the Middle East and Africa. Second, the company’s business 
in the global telecommunications space was thriving, thanks 
to an expanding customer base of global carriers, including 


~ Cox Communications, Comeast,,LiWest and numerous oth- 
ers. Third, under the banner Applied Technology Solutions, 


the company was, and still is, successfully providing staff- 
ing services to Fortune 1000 Eon ues across North 
AD erica, = £ £ 








vth trajectory by. establishing a software 
development: facility | I oe sina . The facility’s state-of-the-art 
technologies enable | mor q 85 ae developers to 
support the company’ s global operations. anks to t 
eompany’s expertise in Pune, Sigma Systems Group las ma 
tained its global leadership position. = n 
Says Chanchlani, “We are delighted to, have ¢ reated so man. 
skilled jobs on the Indian sub-continent. Indians are among >- 
the’ most technology sayvy in the world, and as f ives of p 
this great country, increasing the tax oe gee? = very "ie 
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So although the two may live in Canada, Tm a sense. they hadé P. 
in partnership come home to India — maintaining India's 
position as an innovator in the global Chun Oey market- 
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Global Resettlement Solutions ra 





Q. Can you give us some background information about WWICS? How long it has been in existence etc. oe 
WorldWide Immigration Consultancy Services Ltd. is a world leader in providing Global Resettlement Solutions whichis — 
vouched by thousands of people who have happily settled in Canada and some other countries like UK, Australia, New oo 
Zealand and USA. Founded in 1993, WWICS is the world’s largest Immigration, Placement and Settlement Company, builton 

a Tegesyaf delivering excellence, industry knowledge with world-class infrastructure and the expertise of its people. 

Headquartered in Toronto, Canada-WWICS has a global presence with its back end operations and over 55 offices in India. 

and associate offices in UK, USA, Australia, New Zealand and UAE. This state of the art infrastructure enables us to provide 
customised solutions to immigration aspirants across the globe. Also being the world's first ISO 9001:2000 certified 
Immigration Company, WWICS has more than 700 professionals offering diverse support services to resettle the aspiring 
professionals, business people and students abroad. Its been over a decade that WWICS is offering new business 
opportunities to businessmen by helping them set up offices, diversifying into newer areas and expanding their operations 
worldwide. 


Q. What sets WWICS apart from the rest of the immigration consultancies? 

Unlike conglomerates tied to in-house services, WWICS's consortium approach enables the client to receive most excellent 

Global Resettlement Solutions combined with Industry Expertise. 

Today, WWICS maintains its industry leadership as it offers a broad portfolio of excellent services, both pre-flight to post 

Lt. Col. B. S. Sandhu landing, tailored to the needs of each client. A combination of extensive experience, global presence and inside industry 
Chairman & Managing Director knowledge enables us to provide solutions that deliver results. With a fusion of values and abilities. our highly skilled 
WWICS Group of Companies professionals are dedicated to ensure that every client is offered innovative and customised solutions. 





WWICS has an unrivaled team of immigration lawyers, certified immigration practitioners and paralegals who have the updated information on immigration legislation 
and ready information on expected changes. Also Global Placement Service, the settlement & placement division of WWICS assists you at every step of the way for 
smooth settlement as it not only helps the client in getting a job or setting up business but also assists in grooming even before they apply for it or prepare a business 
plan. This expertise in the field gives us an edge thus making WWICS an undisputed leader in the Global Resettlement industry. 

Q. Is WWICS diversifying into other areas of operation? Please elaborate. 

Presently with 55 offices across the globe, WWICS is all set to conquer other parts of Asia as well by opening offices in Pakistan, Bangladesh, Nepal, Hong Kong, 
Singapore and 15 other countries in the near future. 

WWICS has always believed in broadening its horizons and diversifying into various fields. We started our operations in Canada in '93 as a company to help the new 
immigrants settle down in lands. Today, WWICS Group of Companies is a conglomerate having diverse interests in not just Immigration but also in Education. 
Expansion and Diversification of Businesses as well as Recreation. 

Our four operating divisions are World Wide Immigration Consultancy Services Ltd., taking care of the immigration; Global Placement Services, providing the 
placement and settlement services to WWICS clients; Canadian Institute for International Studies, an extension campus of Georgian College, Canada, which enables 
the students in India to have an edge in the global job-market as it offers three-year Diploma, four-year Degree courses in Computer Education, Automotive 
Engineering and Marketing besides a host of other courses from Laurentian University, Canada and Forest Hill Golf & Country Club, a world-class 18-hole, 7123 yards 
Golf Course and multi facility destination consisting of a Pro- Shop, Club House, Ridgeline & Valley Bungalows, Banquet Hallways, Cultural Village, Swimming Pool 
and host of other sporting facilities. 

Q. Please mention the business scenario & prospectus in Canada. 

Canada has a wealth of natural resources. In the area of high technology, Canada has its own "Silicon Valley" located in the Ottawa region outside the nation’s capital 
and is a world leader in telecommunications and software. K 

Canada’s economic well-being is tied to many factors: the wealth of natural resources; the strength of its manufacturing and construction industries; the health of the 
financial and service sectors; the ability to span distances using communications and transportation technologies; dynamic trade relationships with other nations and 
last but not the least significant number of affluent immigrants, who have immigrated through WWICS and have been playing a major role in fuelling the Canadian 
economy. 

Overview of Economy 2003 
e The third quarter of 2003 saw a growth in domestic demand, real gross domestic product (GDP) by 1.1% following a second-quarter drop of 0.7%. 

e Final domestic demand grew 5.7%, a stronger pace than in the second quarter. 

e Consumer spending and residential and business investment all increased robustly, with investment in machinery and equipment jumping 18.8%. in year 2003. 

e The current account registered a surplus, as decrease in import prices boosted the surplus to $29.3 billion, or 2.4% of nominal GDP. 

e The Canadian economy created 166,000 net new jobs from September to November 2003. The unemployment rate fell to 7.5% in November. 

e Canada has a Strong Fiscal Situation. | | 

e Strong residential investment growth 

e Robust business fixed investment 

e Low Inflation 
e Increase in Corporate profits = Sl = ips 
e NAFTA: Since the enactment of the North American Free Trade Agreement (NAFTA) in 1994, Canada provides long-term assured access to the North American 

market. Nearly 400 million people with a combined GDP of over $9.4 trillion ($U.S.). 
e Largest Trading Partner of US 


Immigration Programs 

Canada has a comprehensive business immigration program which includes both non-immigrant and immigrant status. Provisions within immigration and Refugee 

Protection Act have been designed to attract experienced business people and skilled individuals to Canada. The NAFTA has and will continue to create many 

opportunities in the Canadian business environment } 

Business Immigrant Categories 

e The Immigrant Investor Program (the IIP) 

e The Entrepreneur Program 

e Self-employed persons 

e Provincial Nominee Programs: Many provinces of Canada have their own Provincial Nominee program for Business people who wish to establish themselves in 
those provinces 

e Work Permit: Entrepreneurs/self-employed candidates seeking to operate a business [R205(a)}. 

WWICS, the world leader in Global Resettlement Solutions provides the best legal advisory services to handle immigration related matters and the best guidance in so 

many other matters that can help you resettle in a new country with ease. The vast spectrum of WWICS services is supported by its global network of associates 

companies in India and abroad along with the Canada based Global Placements Services (GPS). For business people wishing to set up business abroad or invest in 

Canada, WWICS and GPS will take care of all the immigration, business networking and commercial issues. So Go ahead...Go Global with WWICS 
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Punjab National Bank today, is on a 
dynamic path of growth, driven by a vi- 
sion to position itself as a world-class, pro- 
gressive, cost effective, customer 
friendly institution. Providing comprehen- 
sive financial and related services, inte- 
grating frontiers of technology and at the 
same time catering to all sections of the 
society especially the weaker section. The 
result of this growth oriented strategy aptly 
reflected in its financials. The total busi- 
ness turnover has crossed Rs.1,20,000 
crores, the total of its capital and reserves 
stood at Rs. 4033 crore at the end of March 
2003, while its Capital to Risk Asset Ratio 
(CRAR) at 12.02%. The net profit of Rs. 
842.20 at the end of March 2003, regis- 
tered an increase of almost 50% over the 
previous year. 

The growth strategy has focused on con- 
solidation and increased thrust on the vari- 
ous activities. On the acquisition front, 
the amalgamation of Nedungadi Bank Ltd. 
(eNBL), a Kerala based private bank, with 
PNB in February 2003 has brought about 
synergies which can be effectively har- 
nessed. The strong presence of eNBL in 
Kerala has improved the franchise value 
of the bank in this region. Throughout its 
history, PNB’s growth has been aided by 
take over of 6 private sector banks and a 
public sector one. 

Another significant move has been to 
follow US GAAP standards in its disclo- 
sure. The decision to restate its annual 
accounts for the year 2002-03 as per 
these standards is a step towards greater 


PNB - evolving as a world class institution 


transparency, additional disclosures and 
globalisation. 

On the technology front, to cater to its 
over 3.40 crore customer base, the bank 
has taken a number of initiatives. The fo- 
cus has been better ser- 
vicing of the clients with 
the best of technology. 
Making possible the con- 
cept of anywhere, anytime 
banking is the very ambi- 
tious project, Centralised 
Banking Solution (CBS). 
The CBS, an inter-branch 
networking and data-shar- 
ing platform is being done 
with the assistance of one 
of the leading banking 
software solutions pro- 
vider, Infosys Technolo- 
gies Ltd. It has already been implemented 
in over 410 branches and should reach 
500 by the end of 2003-04. The services 
include: instant fund transfers across cit- 
ies, collection of cheques, deposit of 
funds, instant access to statement of 
accounts and other value added services 
through the inter connected branches. 
The bank has also launched Internet Bank- 
ing Services, it is available through all the 
branches networked under CBS. This en- 
ables, 24 hours, 365 days banking. Fur- 
ther aiding the customer are the 350 ATMs 
installed at vantage points. PNB has also 
entered into ATM sharing arrangements with 
4 other banks, to increase the convenience 
of the customers. 





S. S. Kohli 
Chairman & Managing Director 








To meet the growing needs of its clientele, 
PNB has launched its debit card named 
“Maestro” in association with Mastercard 
International. This debit card is accepted 
in over 45000 merchant establishments. 
It also doubles as an ATM card, giving an 
instant access to over 4500 ATMs. It also 
has aco-branded International Credit Card 
with HSBC, which is available in two vari- 
ants, Gold and Silver. Several unique value 
added features are available apart from 
the usual benefits of the HSBC card. 
The Offshore Banking Unit (OBU) in 
SEEPZ, Mumbai provides the units in Spe- 
cial Economic Zone, the much required 
access to international finances at inter- 
national rates and efficient service to 
NRIs. The OBU provides foreign currency 
loans, export credit in foreign currency at 
competitive rates, maintains foreign cur- 
rency accounts at attractive interest rates. 
It also accepts foreign currency deposits 
for a period ranging be- 
tween 3 months to 3 
years, in US Dollars, 
Pound Sterling and Euros 
from non-residents at at- 
tractive interest rates. A 
similar OBU at SEZ - 
Noida is being planned. 
It has entered into an 
MOU with Principal Finan- 
cial Group of USA and 
Vijaya Bank for Joint 
Ventures for Insurance, 
Pensions and Asset Man- 
agement Businesses. The 
bank has also entered into an MOU with 
the New India Assurance Company Ltd. to 
act as its Corporate Agent for distributing 
its non-life insurance products. 

The accolades have been many. PNB has 
been ranked 4" amongst 50 top financial 
services providers in India by 
Businessworld. According to a recent sur- 
vey by A.C.Nielson ORG MARG, a pre- 
mier international research agency, PNB 
figures amongst India’s most trusted 
brands. It was ranked 395" amongst the 
top 1000 global banks by The Banker. 
While Economic Times ranked it 37" 
amongst top 500 companies on the basis 
of its market capitalization. The goal to 
growth and excel continues. 
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TRADE MARK CAUTION NOTICE 


In 


Our client, INFOSYS TECHNOLOGIES LIMITED of Plot No. 44, Electronics City, Hosur Road. Bangalore 
561 229, INDIA brings to the notice of the investing public, persons engaged in the information technology industry, as well 
as stock exchange authorities, investment brokers, financial and market analysts and public authorities empowered to sanction 
trade names and permit participation in the capital market, that there is only one organisation which has the exclusive right 
under the law to use the service mark / trade mark / corporate name INFOSYS (either alone or in conjunction with another 
name), and that organization is INFOSYS TECHNOLOGIES LIMITED. 


Our client had coined and adopted the expression INFOSYS in the year 1981, and since then it has been trading and operating 
worldwide continuously under the INFOSYS name, and using it as its trade mark and service mark. 





Our client enjoys tremendous degree of investor confidence because of its continuous and rapid strides in performance. Our 
client is a zero debt company and its share price has witnessed quantum growth since it was first listed on the Bombay Stock 
Exchange in the year 1993. 


The high level of goodwill and reputation that has come to be vested in INFOSYS TECHNOLOGIES LIMITED worldwide 
has made the trademark INFOSYS distinctive of our client not only in respect of computer and software related goods and 
services, but goods and services of all description and kind. Today, INFOSYS is recognized as one of the most reputed and 
weil known brands in the country, In fact, it has become a household name, 


In order to accord statutory protection to the trademark INFOSYS, our client has subsisting registrations / pending applications 
in all 42 classes under The Trade Marks Act, 1999. The goods and services for which such registration have been obtained or 
applications filed, cover computer software; computer hardware; computer peripherals; machine and machine fools, 
computer stationery; computer instruction and teaching manuals; computer programming and computer services, 
designing / creation / maintenance / management of websites, planning / designing / introduction / installation / 
expansion / configuring / updating / appraisal and maintenance of computer software; consultancy in the field of 
design / development of computer networks; engineering services; development and design of customised software for 
business enterprises and governmental bodies; design of computer programs related to e-commerce; business management 


and consultancy; advertising; on-line internet services, electronic transmission of voice / images / text / computer data; 
telecommunication services; creation of computer software for searching, compiling, indexing, organizing information, | 
facilitating analog and digital transmissions; downloading electronic publications; printed programs for use with — 


computers; printed materials pertaining to technical consultation in the field of computer services and telecommunications: 
retail services; etc. 

The trademark INFOSYS is also registered or pending registration in several other countries, including the USA, Belgiurn, 
The Netherlands, Luxembourg, Switzerland, Austria. The United Kingdom, Poland, Turkey, The Russian Federation, China, 
Japan, Hong Kong, Korea, Malaysia, Thailand, Indonesia, Singapore, The Philippines, Taiwan, Mauritius, Bangladesh, Pakistan, 
Sri Lanka, Israel, Australia and New Zealand. 

Our client attaches great importance to its tradename / trademarks and has filed / instituted Civil Suits in several courts all 
over India including proceedings before the Department of Company Affairs, against companies / firms using the mark / name 
INFOSYS as their trademark or corporate name. In a Writ Petition filed in the Hon'ble High Court at Calcutta by our client, 
the respondents therein, including the Union of India have been restrained from permitting incorporation of any company with 
the word INFOSYS as its corporate name. Our client shall continue to take legal action against companies / firms who use 
our client’s mark / name. 


The investing public is alerted against putting its hard-earned money or trust in any such company who might induce them to 
invest by wrongfully projecting its association with our client, INFOSYS TECHNOLOGIES LIMITED by making unauthorised 
use of the registered trademark and corporate name of our client. 

Our client also warns all those who are using or intending to use the expression INFOSYS in respect of any goods or services 
that such use would constitute invasion upon the proprietary rights of our client vis-a-vis the trademark / corporate name 
INFOSYS, and our client would not hesitate to institute appropriate legal action against them, including criminal action. 


The investing public, consumers, manufacturers, dealers and stockists, merchant bankers and stockbroking firms are hereby 
cautioned against such piracy and misrepresentation and are requested to bring to the notice of our client instances of such 


illegal acts and inducement. This would enable our client to institute appropriate steps against such firms / compames who 


are not only causing loss and damages to our client, but are acting to the prejudice of the public as well. 


INFOSYS TECHNOLOGIES LIMITED 
by 
D. P. Abuja & Co, 
53 Syed Amir Ali Avenue, Calcutta - 700 019 
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Kurt Salmon Associates (KSA) is the premier management consulting firm to the Retail, Consumer Products and 
Healthcare Industries. With more than 65 years of industry experience, KSA project teams help clients in the Americas, Europe, 
and Asia-Pacific achieve significant gains in strategic position, growth, profits, and overall financial performance. With 24 offices 
and over 1,000 consultants worldwide, KSA is recognized as a thought leader in the entire Supply Chain. 


Select KSA clients (among an impressive list of over 4000} include Aeon, Carrefour, Compaq, Harvard Medical Institute, 
Hewlett Packard. Hugo Boss, LVMH, Macy's, Marks & Spencer, Massachusetts General, Procter & Gambie, Ralph Lauren, 
Reebok, Sara Lee, Sony, Tesco. Tiffany's, Wal-Mart, etc. 


KSA *Technopak, the indian joint venture of Kurt Salmon Associates started in 1996, and gradually established its leadership 
position as management consultants in the Retail, Food & Grocery and Consumer Goods Industries. Some of its landmark 

i initiatives in India include its pioneering studies such as Consumer Outlook, Rural Outlook, Health Outlook, GROFAST and 
Retail Vision. 


KSA *Technopak serves a range of consumer products and services companies. The clients’ list includes Adidas, Apollo 
Health, Arvind Mills, Calvin Klein, Coca- Cola, Godrej industries, HLL, Hennes & Mauritz, Hewlett Packard, ICi India Ltd., ICICI, 
indorama Synthetics, ITC Ltd.. JCT, Johnson & Johnson, Levi Strauss, Lifestyie International, Madura Garments, McDonald's, 
Mother Dairy, Nokia, Philips, Piramal Holdings, Procter & Gamble, Raymond Lid., Reliance Industries, Shoppers’ Stop, Timex, 
Whirlpool, Yum! Restaurants, to name just a few. 


Come, be a part of our success story... 


To strengthen our operations base in the Indian sub-continent. South Asia and the Middle East and to consolidate our expertise 
in both existing as well as new service areas, we are looking for dynamic, forward-looking achievers in the Retail, Fashion, 
Food & Grocery and Consumer Goods Sectors. 





K — MANAGERS SENIOR CONSULTANTS 
Role: Role: 
e Lead and develop a team of ambitious and talented |, Deliver high quality consulting work (both strategic and 
consulting professionals. implementation). 


« Develop our service areas and contribute to the firm's 
revenues, 

« Develop new products and enter new markets, both 
geographical and sectoral. 


| 
i 
i 
i 
| 
| e Work on K5A's proprietary information bases such as 
x 
e Deliver high quality consulting work (both strategic and | 
I 
! 
| 
; 
| 


Consumer Outlook, GROFAST, Rural Outlook and Health 
Outlook, and facilitate in augmentation of Body of 
Knowledge based on various consulting engagements. 


« Support new business development initiatives: develop 
business and nurture client relationships. 


Key Requirements: At least 3 years experience in high 
quality management consulting / brand management / 
product management /retailing/sales and marketing / supply 
chain management in relevant sectors. Should possess 
operational / ‘hands-on’ experience and exceptional 


communication skills. 


implementation). 
ə Advance the knowledge pool in the relevant area. 


Key Requirements: At least 7 years experience including 4 
years in high quality management consulting / brand 
management / product management /retailing/sales and 
marketing / supply chain management in relevant sectors. 
Should have operational / ‘hands-on’ experience, strong 
leadership capability, proven selling and networking skills, a 
flair for writing and public speaking, and strong inter-personal 
interactive abilities. 


Applicants must have a brilliant career record with outstanding academic qualifications of an Engineering Degree and MBA 
(from premier institutions) or a degree in AMMM/ GMT from NIF T. international experience in any of the sectors that we cater to 
is highly desirable. 

Positions are currently in Delhi and Bangalore with possibility of relocation. 

Extensive travel both within India and abroad and working under tight deadlines is intrinsic to working with us. Remuneration 
and other benefits that include significant variable pay based on performance shail be at par with industry standards. 

Further details and job descriptions are available at our website. Please mention the position applied for on the Curriculum 
Vitae. Applications should preferably be emailed. 





Gi ‘The key service areas of KSA .Technopak include: 


i 
s Business Planning & Strategy e Business Operations Implementation è Business Start-ups e Strategic Alliances & | 
Joint Ventures e Marketing & Distribution s Brand Launch & Management =s Retail Operations & Management | 

s Supply Chain Management e Application of Information Technology enabled solutions. ) 


ae aa SS Van SE Sesh Scie ROR mee ND GT ST SNS Ra S NONE IER E 


For ony queries, contact: 


Harminder Sahni / Raghav Gupta / Vaijayanti Talukdar 
KSA Technopak india Private Ltd. 
A-5, Pamposh Enclave, New Delhi | 10048 * Phone: 91-11- 26291111, Fax: 91-11- 26291112 
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Promodome/KSA 





The Businessworld Classified section gets 
you straight to readers who're interested in 
-your products or services. Read by decision 

makers across business segments, Businessworld 

is just the right environment to get noticed in. 

Advertise with Businessworld Classifieds, zoom 

focus on your consumers. 


"papspa aana r a ESE AEEA iaia yer E ANY 
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| Businessworld x 
| Play the game x 


For advertising in Businessworid Classifieds call or email: Delhi- vi Haya TON 
9810508972, vilayasaran@hotmail.com: Mumbai- Anusuya Roy 9820340297, 
anusuya@abpmail. corn: Sa RV. Hides eee pr aveen@abpmail com; 
Kolkata- Devasree Chad 


—S 310 Vevasree Unacha 7631259146, devasree@abpmail.com 










' SE Lucknow has 2tst position ninal India Pace List 
Examination Body (AIMA) * Placed in A’ category by Busi 


Last date of submission of admission form for PGDBA and IISE’s BSof | 
Liverpool John Moores University - UK has been extended to; (4 
due to postponement of CAT Examination Candidates appearing in CATE | 
MAT examination must fill up HSE Registration form (for details, see i 
www. liseindia.com) to get preference in GD/PI call and admission inthe | 
first round. 


IS IISE THE BEST FOR YC 
Judge yourself 


* Itis the only Accredited Institute in, Lucknow, in UP. (non 
Ghaziabad), or in Northern India (except MDI) 
* BBC Worldwide selected lISE as one of the 87 “elite” Institutes in 
British Commonwealth, x 
* Director lISE has been awarded ‘Man of the Year’ award by Nati oral 
Institute of Personne! Management. 
* Visit ISE Campus to make sure that no private Management 
institute has better infrastructure and campus than ISE, yt we 
charge the lowest fee for humane considerations, while giv ing | 
better standards than the costliest B-School shops. Don’t measure | 
excellence by high cost. |. 
* ISE is the only private management institute in UP with non-pro it | E: 
approved Ph.D, Programme in Management, | | 





































Specialisations at HI 






1. Marketing 2. information Technol logy 3, Mass Communication | 
4. Telecom Management 5. Credit, Risk & Insurance Management | 
6. Human Resource Management 7. Financial Management 

8. Actuarial Sciences 9. Business Biotechnology & Bioinformatics; 
10, Film Management 11. Pharma Management Sey. ot 


Indo British International Diplor 
in Mass Communic: ation at HSE 


The beauty of this Course is that it opens the doors of jobs | in 1 | 
advertisement industry. Advertisement is usually taught in the | 
MBA/PGDBA Courses by way of theory only because it is almost | 
impossible to make it a practical course unless one has the equipment | 

of a Film Institute that we now have. This is the age of electronic | 
advertisement for which mere theory is not enough for getting jobs. | 
Our course in Mass Communication enables you io handle the f 
cameras required for TV-news collection, edit the films and ex ompiete | 
the job. The Beta Cameras of our Film Studio are used by the dert 
to shoot advertisement films like you see on TV. Itis compulsory for | 

the students to make one TV advertisement and prepare a CD right in | 
the Campus and use it as a part of your CV to obtain jobs in the | 
advertisement industry. No Management College in India offers this | 
facility. 


International Institute for Speci al E d ication x 
Kanchana Bihari Marg, Off Ring Road, Lucknow-226022. | 


Ph:0322-2750620, 2751040, 3248887. 
email: Hse@iise india, com 
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BROWSING 


Ravi Sharma 
MD, Alcatel India 


Í prefer to read books that are close 
to real life. I am reading THE 
ALCHEMIST, which is an interna- 
tional bestseller by Paulo Coelho. It 
is a fable about listening to your 
heart and learning from the experi- 
ences along life's path. The story 
brings out that ‘when you want 
something, all the universe con- 
spires in helping you achieve it’. This 
book is a must read for all confident 
youngsters. I pick up books mainly 
from airport bookstores and I catch 
up with my reading when I am trav- 
elling, particularly light reading. I 
also go through book reviews in 
magazines. The journey, too, 


becomes interesting then. a 


ALERT 


The Automatic Millionaire 


By David Bach (A Powerful One- 
step Plan to Live and Finish Rich) 





THE author of Smart 
Women Finish Rich now 
shows a simple way to 
achieve financial secu- 
rity — without any 
budget. All you need to 
do is ‘pay yourself first’, 
i.e., make a commitment to set 
aside a certain percentage of 
your income every month for 
savings. While the exhaustive 
resources he lists may not be of 
use to Indian readers, he does 
explain the basics of how to 
shop for interest rates, create 
a balanced retirement portfolio 
and consolidating debt, 

among others. A good read 

for beginners. 


AUTOMATIC 
MILLIONAIRE 





DAVID BAC 
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NAVEEN CHANDRA 





HE Internet is Dead, Long live 
the Internet! From being a 
hugely powerful phenomenon 
affecting millions of lives and 
generating billions of dollars 
for countless people to becom- 
ing a daily habit, the Net has traversed 
the lifecycle graph much faster than one 
can say ‘log on’. Reams of print have de- 
scribed the phenomenon in various 
ways, using different casts of characters 
and playing fields. 

Some of these books have been ex- 
ceptional, capturing the events for pos- 
terity. But there have been few that ad- 
dress the social impact of the Net. 

As the Internet approaches its 10th 
anniversary, here's a look at what it has 
been able to achieve — its impact on our 
interactions with friends, family, 
communities, workplaces, and in civic 
and political spheres, and its influences 
on health, education, religion, music 
and privacy. 

Not a book one picks up on a cold 


Sunday morning; this is a serious com- | 
pilation of writings by sociologists, po- | 


litical scientists, anthropologists, econ- 
omists, historians, psychologists and 


communication experts. Each of them | 


uses, for the first time, findings of the 


SELECTION 


Dirt, Truths and 
Sundance 


OU could love it or hate it. For 
there’s little in the book that lets 


you be ambivalent about the 
people behind Miramax 
Films, the Sundance Film 
Festival or even independent 
filmmaking in general. Paul 
Biskind, the author of books 
like Easy Riders, Raging 
Bulls, brings alive the world of 
indie films — which we all 

love for their independence of 
thought and creativity — 
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What life’s 









PETER BISKINO 





| Pew Internet and American Life Project 


(www.pewinternet.org), a series of very 
comprehensive data and empirical evi- 
dence describing ‘what Internet use dis- 
places in people's lives and what it moti- 
vates them to do’. The project intends to 
make available the continuing research 
results free of charge. 

Both the editors, Philip Howard and 
Steve Jones, work with communication 
departments in the universities of 
Washington and Illinois in the US and 
have a background in new media stud- 
ies and research. Harrison ‘Lee’ Rainier, 
a Harvard University graduate and a 
Long Island University’s political sci- 
ence specialist, was the managing direc- 
tor of the US News & World Report be- 
fore he got the Pew Internet and 
American Life Project grant and an- 
chored the research. 

In order to provide a fair basis for 
analysis, Pew Internet has used several 
methods, including telephone research, 
Web research and even 90-minute-face- 
to-face-in-home interviews. The inten- 
tion is to cover blind spots that any one 
particular research may inadvertently 
have. The researches were done in vari- 
ous languages covering different demo- 
graphics in many US counties. The 
range of techniques used includes sys- 
tematic content analysis, comparative 


through the lives of the ones responsi- 
ble for bringing them to the main- 
stream cinema, namely, brothers Har- 
vey and Bob Weinstein of Miramax, and 
the creator of Sundance (US’s very own 
Cannes), Robert Redford. 

In DOWN AND DIRTY PICTURES — 
MIRAMAX, SUNDANCE, AND THE RISE 
OF INDEPENDENT FILM (published by 

Simon& Schuster), Biskind 
Ë sets out to dispel the com- 

7 mon perception of nobility as- 
sociated with indie films. He 
> shows indie conditions are no 
less dark and dirty than the 
environment in which major 
studios churn out block- 
busters by the dozen. So a 
Harvey Weinstein is intimidat- 
ing, often tearing phones off 



















methods, quasi-experimental methods, 
probit, ordinary least squares and logis- 
tical regression analysis; and using 
small focus groups and historical, 
archival and survey methods. 

So what did they find? 

That millions of people who use the 
new medium find it deeply embedded 
in their lives, whether the uses involve 
political, social and economic contexts. 





SOCIETY 


ONLINE 


The Internet in: 


Context 


Edited by Philip N. 
Howard, Steve Jones 
e Publications 


This is primarily because new media 
users often produce and consume 


content and can even design the soft- ` 


ware and hardware technology them- 
selves. Compare this to traditional mass 
media like television, which demands 
exclusive attention and cannot be 
worked on. The book argues that by us- 
ing the Net, people are more connected 
and do more things. 


the walls and overturning tables. Or a 


ey Robert Redford could be at the same 





visionary and Quixotic. The anec- 
de re engaging and make for good 
reading, but make you wonder whether 
the author is portraying a world of poli- 
tics, clashes and ego issues or is talking 
about the tumultuous nature of pas- 
sions, in this case, for filmmaking. 
The book is timely, especially now 





that independent filmmakers like Steven | 


Soderbergh, Quentin Tarantino, et al, 
have their own place in Hollywood. Even 
popular actors like Ethan Hawke, Uma ` 
Thurman, Matt Damon owe their rise to 
independent films. Yet it is also time to 
understand that human beings are hu- 
man beings and a Quentin Tarantino 
could as easily have a lust for stardom 
as, Say,an Arnold Schwarzenegger. 
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Here are some of the interesting re- | 


search findings and analyses: 

Does the Net promote racial equal- 
ity? It is perceived to be a contributor to 
democracy and equality even though it 
is not accessible to nearly as many users 
as other traditional mass media. Re- 


search further indicates that it is people | 
of colour who take to the medium the x 
most, highly valuing it for its educa- 


Americans use the Net for 
spiritual purposes as 
opposed to 20% of white 
Americans. 

Will Internet voting 
raise voter turnout? It is 
concluded that the people 
who would use the Inter- 
net voting would probably 
have similar characteris- 
tics to people who vote 


early, resulting in no significant rise in | 
the turnout. In fact, 51% of people prefer ` 


to vote physically at a polling booth! 
Does the Internet challenge televi- 


sion as a news medium? While there is _ 


tional properties and prospects. Thirty- ` 
three per cent of Afro- | 


anne VEE NAAA A Ae 


consensus that communication post- | 
11 September has been greatly helped ` 
by the Internet, Pew researchers and | 
journalists say it takes up to 30 years for | 
a new medium to establish and create | 


Bang and 
Bust 


AKE no mistake about it. 

BANG! is a book written 
by Americans. It is full of pithy 
advice dispensed in a casual 
manner typical of most 
quick-fix American authors. 
Linda Kaplan Thaler and Robin 
Koval run what the book claims is a very | 


| Successful advertising business. So itis | 
| fun to read even their pithy advice when ` 
_ they discuss an advertising campaign 


like Herbal Essences' — a campaign 
they worked on. 

The Big Bang theory is about how 
great ideas come in a big, sort of non- 


State cleo permease ANANA An anran ipana 
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book (published by Currency Doubleday; 
pages: 244; price: $24.95) to get a fee! 
of what is working in American 
advertising circles these days. But 
considering that most of the cutting- 
edge work In global advertising gets. 
done in London, the book becomes even | 
iess relevant. 


behavioural patterns. So, in the Net's 
case, it's early years yet. Internet news 
offers seven distinctive features: dy- 
namic content, user control, hyperlinks, 
multimedia, interactivity, customisa- 
tion and layered journalism. After the 11 


_ September attacks, though television 


managed to trump the Net in providing 
news coverage, the Net provided several 
advantages: more in-depth and wider 
perspectives, visual image archiving, 
discussion groups, corporate bulletin 
help-desks, community building, inter- 
national awareness and first-hand ac- 
counts through individual webpages. It 
proves that the Web is an outstanding 
medium for crisis communication, 
Society Online is divided into five 
parts — social, political, economic, cul- 
tural and personal — with liberal use of 
Pew research data and analysis. While it 
does provide a good enough perspective 
of various influences on behaviour, the 
book is skewed towards weblife in the 
US. Moreover, it avoids trendspotting; it 
stops short of digging deeper to see pat- 
terns and suggesting possible behav- 
ioural changes in media ae 
That's a missed opportunity. = 
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Karsh Chinmai is with Radia M uch. 
Prior to this, he was with an Paternet 
start-up 





linear bang. To prove their 
theory, the authors use | 
= campaigns that worked. But 
ia then. you could apply any 
_ theory to successful 
campaigns and clair. thet. 
< they worked because ofthe 
theory consultants: have 
been doing it for years. Also, 
disappol ntingly, the authors 
use largely thelr own work 
as proof, You could read the 
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“ Reigniting animal spirit. 


NDIAN bankers like to boast that they are far more 





China has just spent $45 billion bailing out its two biggest 
banks. The total bill for recapitalising Indian banks over 
the past 10 years: a more modest $5 billion. 

So the boast of great efficiency is not completely base- 


less. The problem, though, is that the comparison is a bit — 
unfair. Our banks have had a far easier run in recent years. — 
This is because India and China have followed very differ- | 
ent growth paths over the past decade. One has focussed | 


on frugally using its existing 
stock of capital. The other has 
consumed new capital with 
gluttonous enthusiasm. 

Take a look at what has 
happened. Since 1996, corpo- 
rate investment rates in India 
have plummeted as compa- 
nies tried to live down the ex- 
cesses committed in the heady 
years of 1994 and 1995, when 
every other firm went on an €x- 
pansion binge. The result: 
overcapacity and thin margins. 
The focus has been on capital 
efficiency since then. New 
projects have been rare, except 
in areas like telecom. The de- 
mand for working capital from 
companies, too, has fallen due 
to better inventory and supply chain management. 


Both these developments have meant the same thing | 
for banks — the best companies cut their dependence on | 
bank loans. In response, Indian banks have earned their _ 
living by shovelling their money into government bonds. | 
| banking subsidiary. IFCI is nearly bankrupt. 


It was much safer for them to fund the government's 
deficit rather than new industrial projects. 


Now look at what has happened in China. It has been | 
_ used by our politicians over the years to fund favoured in- 


on an investment binge over the past10 years. China's in- 


vestment rate has been around 40% of GDP, compared to | 


India’s investment rate of around 24%. Sure, part of this 


huge capacity build-up must have been financed by eq- | 
uity and cash generated internally by companies. But | 


bank funds have dominated, which is not unusual given 
China's weak capital markets. 

So that’s the main difference: India’s banks have 
played safe while China's banks have funded growth. Is 
that why bad loans are less ofa problem here? 

The situation will change very soon. Indian banks 





As the investment cycle 
turns, Indian banks will also 
have to take responsibility for 
funding growth 











| could soon find their much-vaunted efficiency tested as 
efficient than their Chinese counterparts. India’s | 
national savings are, thus, put to far more profitable | 
use than China's savings are. The numbers tell the | 
story. China's bad banking loans are estimated to be | 
around 45% of its GDP. India’s are a mere 3% of its GDP. — 
| vestments in new capacity will pick up over the next few 


the investment cycle turns. The economy is expected to 
grow at over 8% this year, and it is very likely that we could 
see growth in excess of 7% in 2004-05 too. Life on the fast 
track could reignite the urge to grow, or what John May- 
nard Keynes called the animal spirits of an economy. In- 


quarters, say most economists. 

Who will fund this growth? Sure, investors in the pri- 
mary market will do part of the job. The best companies 
are sitting on huge cash piles, and they are likely to use 
them to build new factories and other facilities. 

But banks will have to do their bit too. It'll also make 
business sense for them for two reasons. One, interest 
rates have bottomed out and 
hence the opportunities to 
keep booking capital gains on 
government bonds are fast re- 
ceding. Two, our companies 
have hopefully learned some- 
thing from the harrowing ex- 
periences of the past 10 years, 
and will, therefore, not rush 
where sensible men fear to 
tread. The quality of projects in 
the next investment boom is 
likely to be better than before. 

That said, it is still impor- 
tant for banks to channel 
money into good projects 
rather than senseless ones. 
There have been some impor- 
tant changes in the financial 
sector that could make a differ- 


ANTHONY LAWRENCE 


| ence this time around. UTI has gone to hell and back, with 


investor confidence shattered and its monopoly gone. 
The old development financial institutions like ICICI and 
IDBI have radically altered their business models. ICICI is 
now a consumer bank. IDBI, too, wants to merge with its 


These changes in the financial sector are important. 
Institutions like UTI, ICICI, IDBI and IFCI were cynically 


dustrial groups and their projects. Now the times have 
changed, and business sense will perhaps be more im- 
portant than political connections. The phone calls from 
Delhi do come even today, but their frequency is less. 
India’s banks will have no excuses now if they make 


| the mistake of misusing household savings to fund proj- 
| ects that are financially unsound. In other words, their 
| boast of being more efficient that their Chinese peers will 
| be severely tested. It'll be interesting to see what happens 


in the next few years. pa 
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HDFC makes housing finance simple for you. 
In addition you get expert advice, attractive rates 
and the comfort of dealing with the most experienced: 












Apply online athdfc.com Regd. Office: Mumbai WITH YOU, RIGHT THROUGH 


Home Line) - Tel: 25505000. THIRUVANANTHAPURAM: Tel: 2324224, 2325731. VADODARA (Sayaji Gunj): Tel: 2361926, 2361807. 
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MUMBAI {HDFC Home Line) - Tel: 56636000. NEW DELHI (HDFC Home Line) - Tel: 51115111. CHENNAI {HDFC Home Line) - Tel: 28599300. 
KOLKATA (HDFC Home Line) - Tel: 23215060. BRANCHES ALSO AT: AHMEDABAD (Navrangpura): Tel: 6560806. BANGALORE (HDFC Home 
Line) - Tel: 51183000. BHUBANESWAR: Tel: 2534942, 2534335. CHANDIGARH: Tel: 260371 7, 2603880. COIMBATORE: Tel: 2222735, 2221262. 
GUWAHATI: Tel: 2666915 / 795. HYDERABAD: Tel: 55475001. INDORE: Tel: 5045678, 2523776. JAIPUR (Ashok Marg): Tel: 2377171 - 3. 
KOCHI: Tel: 2382325, 2382402. LUCKNOW: Tel: 2205813 / 4. NAGPUR: Tel: 2522691, 2522123. NASHIK: Tel: 2571492 | 3. PUNE (HDFC 
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J Your story talks about a grave 
problem facing the retired 
population in India. Here, you 
could have included information 
about the fiduciary responsibility, 
accountability and the expertise 





Mukul Asher, Singapore 


STRATEGIC MOVE 

The acquisition of oil resources will be 
vital for India (‘On Shaky Grounds’, BW, 
26 January). According to a World Bank 
report, India is projected to be the 
fourth largest economy in the world 
and its estimated demand for petro- 
leum products will be 270 million 
tonnes. India can meet only 29% of its 
requirements through domestic prod- 
uction. To meet our petroleum 
products’ requirements in the years to 
come, we would need 3 billion tonnes 
of recoverable oil reserves. Currently, 
our recoverable reserves of crude oil 
and natural gas is just 0.76 billion 
tonnes. So India needs an investment 
of Rs 5,93,000 crore in the next 15 years 
for oil exploration and production. 
Therefore, ONGC Videsh has taken 
steps in the right direction by acquiring 
oil assets abroad, which would help 
ensure our oil security in the future. 

C. Gopal, Via email 
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CHEESE AND CHALK 
I don't understand the reason why 
India is constantly comparing itself 
with China (‘The India-China Story 
Continued... BW, 15 December). We 
differ from the 
Chinese in every 
aspect. For one, 
ours is a 
democratic 
country and 
the govern- 
ment here 
cant impose 
its policies 










Urbane 6, Prafulla S Sarkar Street, 2 
` Kolkata 700 001, by Bijit Kumar Basu on ` 
` behalfof ABP Put Ltd. 





BUSINESSWORLD 3 9 FEBRUARY 2004 


E- o o 
° Businessworit Assess the board | 


of the board of trustees of the Employees’ 
Provident Fund Organisation. Also, something on what 
their legal powers are, how and to whom are they accountable, and, 
perhaps, suggestions on how to make the board more effective. The 
governing body has to be overhauled if their decisions are to be 
consistent with the responsibilities of the organisation. 





| 
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arbitrarily as the government in China 
can. Here, every policy decision is pre- 


_ ceded by rounds of public debate 
| which, in most cases, decides the fate 





of the policy. So it might seem on the 
onset that we are lagging, but in the 
long run, we will overtake China. After 
all, its the slow and the steady who 
wins the race. 

M. Thangavelu, Chennai 


FISCAL HASSLES 

The recent fiscal concessions 
announced by the government to woo 
voters will cost the exchequer 

Rs 12, 200 crore (‘Preparing For Early 
Polls, BW, 26 January). I wonder how 
the government will accommodate this 
extra burden on the economy, and that 
too without any budgetary support. 
This will definitely increase the fiscal 
deficit and we are all too aware that 
high fiscal deficit chokes growth. 

B.L. Tekriwal, Mumbai 


TAXING PROPOSITION 

Usually projects of this magnitude 
break even in 15-20 years (Buy One, 
Get One Free’, BW, 26 January). But 
thanks to the flawed planning of the 
Mumbai-Pune expressway project, it 
cant possibly reach even the halfway 
mark by the end of this period. 
Ultimately, its the common man who 
suffers with increased toll tax. 


Rukinder Singh, Via email 

| Letters. can also be sent to | 
editor@bworldmail.com | 
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Vivek Paul’s contrarian strategy Seems to be working as Wipro goes from strength to strength 


HEMANT MISHRA 








cover srory 30 Paul s Solution 


It had fallen behind its peers. But now Paul & Co. feel the long winter is finally over. In the last two years, Wipro 
bought companies, restructured itself, built new competencies — all with a single goal in mind. To become a 
complete solutions company. And as the software game changes, Paul is confident Wipro is ahead of its rivals. 


Power To The Masses Punjab’s Gold 
Reliance Energy is setting Revol ution 


up the world’s largest gas- 


based power plantinasin- | Jt could herald anew age in Indian 
gle location. The idea: to tap | agriculture. Punjab is trying outa 
UPS lar Be market. But is the unique contract farming experi- 
project viable? ment. It is promoting the growth of 
< Anil Ambani: Entering crops other than wheat and paddy. 
new territory If the experiment succeeds, it can 


be replicated in other states. A look 
Congress Party What role will Priyanka and Rahul at the model and whether it works. 
play in the upcoming polls? 





Farmer Sarabjit Singh: Reaping » 


Pharmaceuticals Big Pharma has found a loop- rewards from contract farming 
hole in market exclusivity for generics. Challengers watch out. 





DINESH KRISHNAN 


Linux More and more Indian corporates seem to be in 


Electricity Will buying power from the Power Trad- favour of shifting to the open software. But is Linux really all 
ing Corporation solve Indal’s problems in Kerala? that cheap? And all that open? 
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50 Pharma 
Services Drug com- 
panies discover a new 
way of building loyalty 
among customers. 





Counselling for osteo- > “` wa mg w 
porosis drug users i es. N 


TRIBHUWAN SHARMA 











IN VOGUE 


ss Aqua Dreams For 
The Nation 


At91, Dinshaw J. Dastur shows no 
signs of giving up on his 30-year- 
old plan to solve India’s water prob- 
lems — through his Garland Canal 
Scheme. The plans USP: it will cre- 
ate sustainable water sources for 
the next 1,000 years. 


4 Dastur’s project has attracted 
the attention of President Kalam 





56 Lingerie As clothes get smaller, the Indian lingerie 
industry grows. But it is nowhere near the size of the rest of 
the world. 


64 Bookmark Hotshot CEOs on how their role has 
changed post-Enron and WorldCom and the dotcom bust. 
Also, the latest book by the master at thrillers, John Le Carré. 





COMMENT 


6 Ashok V. Desai krishna Rajran India’s 
most-respected journal of social science. A look 
at how he managed this almost single-handedly. 


= ARBOR MENTIS 


_ 52 Subroto Bagchi singapore cops are 
- way ahead of corporates in using Knowledge 
Management concepts at work. 
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61 Mala Bhargava will 2004 be India’s 
year of mobility? Certainly; look at how broad- 
band and Wi-Fi-enabled devices are growing. 
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Businessworld 


The Wipro way 


HAVE always been fascinated by the sharp contrast in 
attitudes, structures and competencies between two of 
India’s most-admired companies, Wipro and Infosys 
Technologies. Both are in IT services, both are based in 
Bangalore and both are nudging a billion dollars in 
turnover. But there the similarities end. 





Infosys has built an impressive business based on the princi- 
ples of uniformity and scalability backed by strong processes 
and systems. Wipro, on the other hand, has built a formidable 
business on the principles of technical excellence and individ- 
ual initiative. A lot more ex-Wiproites start their own compa- 
nies than do ex-Infoscions. But then, a lot more Infoscions 
hold shares in their own company than do Wiproites. Infosys’ 
N.R. Narayanamurthy is a media persons delight; it's difficult 
to find a more media-shy tycoon than Wipro’s Azim Premji. 
Wipro may be more technology 
savvy than Infosys, however, In- 
fosys is alot more market savvy. I 
CEO Nandan 
Nilekani telling me in the sum- 
mer of 2001 that the technology 
recession will last 6-8 quarters. 
Mind you, this was at a time 
when most people were expect- 
ing it to blow over in another 
quarter or two. As we know now, 
Nilekani was bang on target. 
Wipro was not — it refused to 
cut prices till late into the reces- 


Businessworld | 





_ sion, expecting the recovery to start anytime soon! 


Till a year ago, it looked like Infosys’ way of doing things was far 
better than Wipro’. At least the numbers seemed to suggest 
so, with Infosys overtaking Wipro. It is no longer that certain 
though. The downturn has taught Wipro new skills and forced 
it to expand its range of offerings. The man who put Wipro 
through its paces during the tough times is Vivek Paul, whom 
Premji recruited from GE four-and-a-half years ago, much to 
the consternation of people within. “Vivek has taken a num- 
ber of tough decisions and the results are now beginning to 
show,” says Assistant Editor Mitu Jayashankar, who wrote the 
cover story. With new building blocks forWipro’s future growth 
in place, Vivek’s real test could be starting now. 


Anew challenge is what is before the Indian pharma industry 
too— the global drug kings have found a new way to hurt their 
generic competitors. Turn to page 12 for the full story. 


Te 


S 


TONY JOSEPH, EDITOR 


BUSINESSWORLD 5 9 FEBRUARY 2004 





Ashok V. Desai is 
consultant editor of 
The Telegraph 


EPW 
never 
reached 
the 
intellec- 
tual 
heights of 
Economic 
Weekly, 
but it did 
become 
India’s 
most- 
widely 
read and 
respected 
social 
science 
journal 


ashok v. desa 





The passing of a 


ndard 


RISHNA Raj passed away on 
17 January. He was in his mid- 
60s, when many begin a new life 
these days. He deserved to enjoy 
the fruits of his labours. 

Today Sachin means the cricketer with the 
bright red racing car. But for economists of my 
age, Sachin meant Sachin Chaudhury. He lived 
in a small flat behind the Taj in Bombay. He was 
a great host. If he had money, he served drinks; 
ifnot, one could still rely on being asked to dine. 
And he sought out good economists. 

Sachin discovered me when I went to teach 
at Bombay University in 1964. A carefree bach- 
elor then, I lived in Colaba and walked to work 
in the shadow of Rajabai Tower. Soon I started 
dropping by to see him. I never knew whom | 
would run into at his house — Amartya Sen, 
Daniel Thorner, Pitambar Pant, all would drop 
in on him. Sachin would ask me what I was 
working on, or thinking about. He would prise 
it out of me, and start an argument. Then, at 
some point he would say: “Why don't you write 
that up for me?” So I would write it up and take 
it to his office on Frere Road; the following 
Thursday it would go into Economic Weekly — 
his child, his passion. He lived for the Weekly, 
breathed economics, and sought out good 
economists, however young, however obscure. 

But Sachin was dying. He was worried 
about what would happen to the Weekly. The 
whole establishment — the Weekly, the office, 
the staff — belonged to a businessman who 
had financed Sachin and helped him build it 
up. Sachin was unsure that the arrangement 
could continue after he died. So he collected 
money from the friends of Economic Weekly 
and set up a trust — Sameeksha Trust — to run 
it. The businessman was offended; he had 
never interfered with the Weekly, and could not 
understand why Sachin could not trust him to 
carry it forward. So Economic Weekly stayed 
with Sachin, and died. Sameeksha Trust started 
Economic and Political Weekly (EPW). 

Some time before his death, Sachin asked 











bearer 


K. N. Raj for someone to help him, and Raj sent 
him Krishna Raj. Soon Sachin was too sick, and 
went away to Kotagiri, leaving EPW to young 
Krishna Raj to bring it out every week. Eco- 
nomic Weekly had many friends, but he did not 
even know many of them. An inner circle of 
well-wishers helped him as best as we could. 
Ashok Rudra, Ravi Hazari, Krishnaswami and I 
dropped by at the EPW office on Thursday af- 
ternoons and filled up the blank pages with in- 
stant commentaries. We could fill the pages; 
but Krishna Raj had to make sure that EPW was 
sent off to readers on Friday evening. 

For almost 40 years after Krishna Raj came 
to Bombay, he kept EPW running. I myself 
drifted away. In the 1970s, I was away abroad. 
When I came back, I found EPW flooded with 
second-rate leftist economics. I pointed out 
some ofits errors. I told Krishna Raj that Sachin 
had meant EPW to be something quite differ- 
ent — a debating forum for good economists of 
every colour. My protests had no effect. If the 
protégé of one of the leftists sent an article, it 
was published immediately; a writer without 
the right patron might not even get an acknowl- 
edgment. My protests were of no avail. I believe 
it was not Krishna Raj’s fault; one of the trustees 
had ordained it so. 

Anyway, by the 1990s, leftist policies had 
failed, and leftist ideologies were disgraced. 
Then Krishna Raj won some autonomy, and 
tried to bring back all those economists who 
had given up on EPW. It never reached Eco- 
nomic Weekly’s intellectual heights, but it did 
become India’s most-read and respected jour- 
nal in social science. When Krishna Raj asked 
me some years ago to return to writing in EPW, 
I told him he had built up something he could 
be proud of, and did not need me any longer. It 
was not what I would have liked it to be, but it 
was an achievement in its own right, and the 
achievement was Krishna Raj’s. Today, it is his 
creation, a monument to his devotion, as- 
siduity and unremitting labour. It is his mantle 
that his successor will inherit. i 
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A boon for Exporters 
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Lowest interest rate in the Banking: 
Industry. 


Other Services offered :- 

S Integrated Treasury offers risk 
management products. 

@ Networked branches with SWIFT 
facilities. 

@ Capability to Syndicate Loans and 
arrange ECB. 

@ Full tledged Off Shore Banking Unit 
at Mumbai. 


For further details contact your nearest branch. 


* Valid till 31° March 2004. 
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INDO ARYAN / 2004 





Dynasty-V? 


cions of India’s unofficial First Family, Rahul Gandhi and sister 

Priyanka Gandhi Vadra, have added spice to the political scene with 

a tantalising peek-a-boo show in the dynasty’s fiefdoms of Amethi 

and Rae Bareli. Will they or won't they enter politics? Speculation is 
rife, not just in the Congress but in the BJP and the so-called Third Front par- 
ties too, all of which sense that the brother-sister duo could redraw the polit- 
ical landscape in the future. 

BJP general secretary Pramod Mahajan has unwittingly betrayed the 
Gandhi-phobia of non-Congress parties by attacking Rahul and Priyanka for 
three days in a row. Only a person with Indian-born parents should be PM, 
he declared. By trying to ex-communicate them because of their part Italian 
blood before they've officially joined the electoral rat race, Mahajan has con- 
ceded the challenge the Gandhi heirs pose to current political dynamics. 

Advisers to 10 Janpath must be pleased as Punch at the impact the chil- 
dren have had with a well-publicised trip to family constituencies. Priyanka 
and Rahul are the party's Brahmastra. They will be unleashed only after as- 
sessing the timing and ef- 
ficacy. 

Three options are be- 
ing considered. One en- 
visages all three contest- 
ing this time. Sonia will 
stand from Amethi, 
Priyanka from Indira 
Gandhi's seat Rae Bareli 
and Rahul from Jawahar- 
lal Nehrus constituency 
Phulpur. The two chil- 
dren have been secretly 
visiting Phulpur at regular 
intervals for several years =. 
now toreclaimwhatthey Rahul and Priyanka: Will GenNext of the Nehru 


considera family legacy. family save the Congress? 
The presence of three 


Gandhis is expected to whip up a storm in that belt, which could net the 
Congress adjoining seats like Sultanpur and Pratapgarh. 

Another option is to get just the children to contest, Priyanka from Rae 
Bareli and Rahul from Amethi. Sonia would withdraw from the electoral fray, 
which would be the most dignified way of announcing that she's not in the 
race for PM. Priyanka dropped a hint that this option is probably the most 
serious one by stating at Amethi that in future Rahul would look after the 
constituency. The third option is for the children to stay out of the polls and 
focus on campaigning, but it seems a final decision has not been taken. 

Whats holding up the decision is the realisation that the Congress is un- 
likely to be in a position to form a government in the next Lok Sabha. It can at 
best facilitate a non-BJP Third Front arrangement. What do the children do 
in such a scenario? It's a dilemma because being in the Opposition, they 
would not have a chance to showcase themselves as leaders. For now, the 
Congress has to keep itself in the reckoning for the next round. Priyanka and 
Rahul's entry will keep hopes alive for a future revival. a 

ARATI R. JERATH 
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t could be ranked among the most 

expensive birthday gifts ever. 

Anil Ambani, vice-chairman, 

Reliance Industries, announced 
the setting up of the world's largest sin- 
gle-location gas-based power plant in 
Uttar Pradesh to coincide with Sama- 
jwadi Party general secretary Amar 
Singh's birthday. The 3,500-MW power 
plant spread across 2,500 acres will en- 
tail a total investment of Rs 10,000 crore 
($ 2.2 billion). 

The gas will be supplied from the Re- 
liance gas fields in the Krishna-Go- 
davari basin off the Andhra Pradesh 
coast. For this, Reliance will lay a gas 
pipeline linking Kakinada with Hazira 
via Hyderabad. From Hazira, the gas will 
reach UP through the existing HBJ 
pipeline. Reliance had initially evalu- 
ated the scope of setting up the power 
plant in Andhra Pradesh, Karnataka, 


| Maharashtra, Gujarat, Haryana and Ut- 


taranchal before zeroing in on UP. 

Why UP of all the places? For one, 
the state has an acute shortage of power. 
That's because the generation capacity 


| in UP is in the region of 4,400 MW. As a 


result, with a population base of 170 


| million, the average annual power con- 


sumption in UP is less than half the na- 
tional average. Apart from that, neigh- 
bouring Delhi, where BSES (a Reliance 
group company) is distributing power, 
is also plagued by power cuts. 

The other big attraction is that the 
Uttar Pradesh Power Corporation (UP- 








ANTI-OFFSHORING BILL 


Uncle Sam 
acts tough 


HE US Senate’s decision to ban 

government sub-contracts to 

India and other countries has 
become a major issue. The bill by Re- 
publican senator George Voinovich, 
affects government work contracted 
to US firms. 

India charged that the US law 
banning subcontracting of govern- 
ment jobs overseas trampled global 
free trade norms. Prime Minister Atal 


RELIANCE ENERGY 


Powering UP on 
domestic gas 






Reliance’s UP power 


@ Total capacity: 
3,500 MW gas-based 
power plant 

@ First phase: 
1,000-1,500 MW 

@ Total investment: 
Rs 10,000 crore 

@ Gas supply: 
From KG basin fields 


@ Gas pipeline: 
Kakinada to Hazira 


PCL) will be unbundled soon. Once that 
happens, Reliance could bid for distrib- 
uting power in the state. 

But, it will take at least three years 
from Day Zero to set up the first phase of 
the plant (1,000-1,500 MW). In that 
time, other power companies could of- 
fer to distribute power in UP Also, will it 
be viable to move gas over such a dis- 
tance to generate power in UP? Ambani 





Ambani: Can he take it up thegr@wth ladder? 


the price to the consumer will depend to 
a large extent on the transmission and 
distribution losses in UP 

But, as Ambani pointed out: “When 
we set up the greenfield refinery in Jam- 
nagar almost everyone expressed sur- 
prise. Today it is a national asset.” So set- 
ting up a power plant in UP will make 
economic sense. That should be an- 
other step in Reliance’s plans to be pre- 


points out that the generation cost will ` sent all the way from the well-head to 
be Rs 2 per unit. That’s much lower than | wall socket. z 


the price offered by other utilities. But 





ANUP JAYARAM 





Bihari Vajpayee, while addressing a 
meeting, said: “Some countries are 
bringing laws to ban outsourcing. This 
is not fair.” Commerce minister Arun 
Jaitley pointed out: "It is true that in 
terms of value, US government con- 
tracts that are being outsourced to In- 
dia are not very significant. But we do 
believe the move sends a very wrong 
signal for a variety of reasons, particu- 
larly as far as multilateral trade talks 
are concerned." He went on to add 
that the US has always been a strong 
proponent of free trade. “We will cer- 
tainly be conveying our reaction to the 
appropriate US authorities," he said. 
The bill comes as no surprise as “in 
the US, politics is about jobs and econ- 


omy. This is an election year and the 





DINESH KRISHNAN 


recovery has so far been jobless. A 
scapegoat obviously needs to be 
found. Outsourcing is too easy a target 
to miss”, says Kanwal Rekhi, presi- 
dent and CEO of the US-based Ensim 
Inc. Meanwhile, Federal Reserve chair- 
man Alan Greenspan deplored anti- 
outsourcing moves, saying that out- 
sourcing benefits all and the 
impediments will extract a heavy price. 
Nasscom expects total IT-ITES rev- 
enues to hit $15.5 billion (Rs 70,000 
crore) in 2004 against $12 billion 
(Rs 58,000 crore) last year. Of that 
nearly 70% came from the US. Will it 
happen this year? 4 
SHELLEY SINGH 
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AVIAN FLU 


No chicken 


for now 


VIAN influenza or bird flu 


was discovered 100 years 


ago in Italy. There are 


several strains of influenza virus, 


but birds get sick by infection with 


the type A strain. All birds are 
susceptible, but chicken are mo 
susceptible and ducks less so. 
Birds get sick rapidly after 
infection and almost always die. 
Humans get this disease 
when they are in close contact 
with an infected bird. Eating 
chicken is fine as long as you 


re 


touch only the cooked meat. Bird 


flu is more dangerous than the 
Severe Acute 
Respiratory 
Syndrome 
(SARS) that 
affected China 
and other Asian / 
countries last 
year. Even in 
1997, six out 
of the 18 
infected in 
Hong Kong died. The current 





spate has killed 10 people so far. 


It is spread across 10 Asian 


nations including China, Thailand 


and Indonesia. 


The H5N1 is the most danger- 
ous bird influenza virus. It mutates 
rapidly and exchanges genes with 


other viruses. It makes people 
very ill. If there are other viruses 


in the human body, the H5N1 will 


exchange genes with them and 


happily spread the new virus. Who 
knows, the mongrel virus may be 
more dangerous than its parents. 


Birds that harbour the infection 
would need to be slaughtered. 


They would continue to be reser- 
voirs of infection for 10 days after 
recovery, if they recover at all. So 


far the virus does not seem to 
have jumped from humans to 


other humans, but such a disaster 


may be round the corner. 


‘ & has centred on short-term issues 
_ &® — the costs of such reserves or the 
. «© problem of sterilising dollar inflows. 
"Æ Few commentators have looked at 
s the longer-term issues. 


gearearnensweorwens 


pean a 


_/ Š Bank economists pointed out the 
o gg-& fundamental factor that is driving 
` «© this process — the changing 
> See demographics. In India, the share 
` ae ofthe working age population 
‘ = (people in the age group of 15-64) 
„ & ` in the total population is expected 
«e-* to increase until 2035. The working 
> «= age population saves its income to 
ase. a much larger extent than the 
" dependent population (young and 
= old). Thus, as the share of working 
æ. age population as a part of the total 
> £ nises, the overall rate of saving in 
’ æ% the economy rises sharply. 


æ country is equal to the difference 
. as between that country’s savings and 
; °°. investment rates. If the rate of 
’ a investment remains fixed (as it has 
7 æ done in India for a number of 
__ &# years), while the savings rate 
#* continues to rise, this implies 
oo Se higher current account surpluses 
` as and, therefore, higher reserves. 


o Z= investment rises. And this can only 
` a happen, say the authors, if banks 
_ & become more active in lending to 
» corporates. They need to be given 


UCH debate on India’s large 
foreign exchange reserves 


in a recent report, Deutsche 


The current account of any 


Unless, of course, the rate of 


> @e-® the incentives to do so. 


| 
=y - paper by three economists (Brian J. x 
| 
x 
| 
L 


Aç 


RECENT National Bureau of 
Economic Research (NBER) 


“~~ Henderson, Narasimhan Jegadeesh | 

_/ Z= and Michael S. Weisbach) looked at | 
. æ ®© the extent to which firms in 

# different countries relied on funds 

_-& from overseas. According to their 

«research, globally, firms raised 

e about $25.9 trillion of new capital 

æ% between 1990 and 2001 of which 


By Avinash Celestine 





international issues comprised just 
around 18% of the total. Firms 
were more willing to raise debt 
abroad than equity — over 90% of 
international security issues were 
through debt. The US and the UK 
are, by far, the most common 
locations for cross-border equity 
issues, but they are far less 
dominant in the international 

debt market. 


Aç 
OULD you rather attend the 


World Economic Forum or the | 


World Social Forum’? Venue and 
costs are not a factor in your 


decision. This writer did a quick poll | 


around the office. For a pro- 
capitalist magazine, results were 


surprisingly mixed. To most it boiled | 


down to a choice between fun 
(WSF) and serious work (WEF). The 
general feeling was that the WSF 
was a biast where cooler, younger 


and more interesting people tum up 3 


from all corners of the globe while 
at the WEF, mainly old white men 
gathered to ponder Big Problems 
facing the Planet (and to plot 
further world domination). 
Interestingly, there was a clear 
gender divide. Most women polled 
preferred the WSF while the men 


wanted to go to the WEF. There was ` 


also a clear generation gap: most 


_ Senior editors preferred the WEF 


while the younger bunch preferred 


the WSF. 


This writer would go to the WSF 


| any day. It’s more diverse — both in x 


terms of people and subjects 
discussed. Serious issues do get 
talked about: Dalit rights, water 
scarcity, labour issues, education 
and child labour, to name a few. 


| People there may be less influential i 


but they are probably as 
interesting, apart from a few nuts. 


| As an example of globalisation in 


action, it’s unbeatable. And yes, its 


alas more fun. 
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PAN CARD 


Less taxing 
days ahead 


LL along, getting a Permanent 
A Account Number (PAN) was a 

humongous task. It meant filing 
an application and waiting endlessly for 
the card to arrive. But from mid-March 
onwards, you can go to your friendly 
neighbourhood chartered accountant 
(CA) and get your PAN number within 
minutes. However, getting your hands 
on the card will still take a while. 

The Central Board of Direct Taxes 
(CBDT) has now decided to outsource 
PAN allotment beyond UTI Investor 
Services and NSDL. “We do not want the 
people to stand in queues — either at 
the Income Tax office or at the UTI of- 
fice,” says B. Swarup, member, CBDT. 
The UTI had a backlog of around 4 lakh 
applications that were being 
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processed as of end-De- 
cember 2003. 

The idea is to ensure that getting a 
PAN number is as easy as a telephone 
connection. The CA will, henceforth, 
also offer e-filing of income-tax returns. 
As of now, only salaried returns are en- 
visaged for online filing. In the next 
phase, all income heads would be con- 
sidered. Chartered accountants and tax 
advocates can log on to the tax depart- 
ment server and file the assessee's de- 
tails. They will have unique digital signa- 
tures, which will serve as their 
identification. Does this mean that CAs 
will now charge less? That has to be left 
to market forces. Filing ofreturns and al- 
lotment of PAN are not high-skill jobs, 
and it remains to be seen how many 
chartered accountants and tax advo- 
cates will actually offer this service. 8& 
ASHISH AGGARWAL 
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PHARMACEUTICALS 


The poison pill defence 


Innovators are finding new ways to take on generics firms 


OMPANIES like Dr. 


Reddy's Labs that are | 


strong in the generics busi- 


ness better watch out. | 


Patent-owning pharma 
multinationals in the US are taking 
steps that could limit the profit that 
generics firms can make from six 
months of market exclusivity, a reward 
for legally overturning patents. 

This is how they are doing it: when a 
generic wins a patent challenge, the in- 
novator simply shakes hands with an- 
other off-patent drug maker and “au- 
thorises” it to launch its own copy. The 
innovator supplies the drug. Overnight, 
the market becomes less attractive to 
the challenger as it is now sharing it with 
another generic. Effectively, six months 
of exclusivity is no longer guaranteed. 

An American law, designed to en- 
courage the entry of cheaper generics, 
awards this exclusivity to the first gener- 
ics maker that legally wins a patent chal- 
lenge. During this period the US drugs 
regulator, the FDA, approves no other 
generic for launch. But an authorised 
generic — which doesn't need FDA ap- 
proval — could spoil the party. “This will 
decrease aggregate profits and prof- 
itability of the industry,” says Ajay 
Sharma, analyst with the Credit Lyon- 
naise Securities Asia (CLSA) in a report 
that calls this trend a 
structural risk for the 
generics industry. 
Sharma says a single 
generic of a $1-billion 
patented blockbuster 
would make $220 mil- 
lion of operating profit 
during the exclusivity 
period. But add an au- 
thorised generic and 
they would net only 
$160 million or so as 





Innovator 
GSK 
GSK 
GSK 
Pfizer 


BMS 





they will undercut 
each other. Forest 
This trend ought to BMS 


worry Hyderabad- 
based Dr. Reddy's and 





Gurgaon-based Ranbaxy, whose US 
strategies are driven by patent chal- 
lenges. In 2001 Dr. Reddy's won six 


months exclusivity on a generic of the | 


$3-billion anti-depressant Prozac by 
overturning Eli Lilly's patent. It raked in 
$60 million in sales in this period, after 
which sales fell sharply. Dr. Reddy's also 
has patent challenges pending on other 


| blockbusters like Sanofi-Synthelabo's 


$2.5-billion blood-thinning drug Plavix 


| 


and Pfizer's $2.4-billion anti-depressant ` 


Zoloft. But itis unfazed. “Although au- 
thorised generics may cut the potential 
earnings on a particular product, we 
can still achieve a significant market- 
share and resulting profit during any pe- 
riod in which it is one of two generic 
competitors,” says a spokesperson. 
Viren Mehta, managing partner of 
Mehta Partners, a New York-based re- 


search and advisory firm, says patent | 


challenges are targeted at blockbuster 
drugs with billions of dollars worth of 


sales. “Even if the company does not | 


make the same profit, itis still a substan- 
tial opportunity,” he says. CLSA’s 
Sharma warns that investors need to 
keep this trend in mind while calculat- 
ing upsides from patent challenges. 


Viewed differently, it can also | 


emerge as an opportunity for generics 
manufacturers that are not the first to 


Authorised generics: 
The new kids on the block 


zed Brand Generic 

1,200 Paxil Paroxetine 

3 1,200 Augmentin Amoxi/Clav 
| 400 Wellbutrin SR Bupropion SR 


375 Glucotrol XL 
350 
270 


260 


Glipizide 
Glucophage XR Metformin 
Tiazac Diltiazem 


Monopril Fosinopril 
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challenge patents on key drugs. They 
can distribute an authorised generic in- 
stead. Says Malvinder Singh, president 
(pharmaceuticals), Ranbaxy, which has 
a growing list of patent challenges, in- 
cluding one on Pfizer's blockbuster Lipi- 
tor: “This will also provide Ranbaxy with 
the chance to firm alliances where we 
might have missed the first-to-file op- 
portunities.” There are also times when 
an innovator authorises a generic to the 
challenger, in order to settle litigation. 
Sharma predicts the trend is here to stay, 
unless a law bars it. The Hatch-Waxman 
law that deals with generics is aimed at 
preventing patent abuse by innovators. 
But it does not stop the latter from actu- 
ally authorising one of its own. Innova- 
tors could even use this loophole to re- 
enter a business, which they had quit 
when returns became low. With block- 
buster molecules valued at $50 billion 
coming off-patent till 2006, authorised 
generics are a cheap way to stage a 
comeback. x 

GAURI KAMATH 
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Great Moments at Work. 


Introducing the new Microsoft Office System. 


Now users can do more for themselves so you can 
focus on the important things. That's because with 
the Microsoft” Office Project Server and Project 
Professional 2003, users have visibility into all of their 
projects, including integrated costs from business 
systems, risks, and project documents-all on their 
own. Hallway chitchat will never be the same. For 
more information, go to microsoft.com/officel T 
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Microsoft More than what it used to be, Microsoft Office is now an 
Office System integrated system of programs, servers, services and solutions 


Programs Servers Services 
Access 2003 PowerPoint® 2003 Project Server 2003 Live Meeting 
Excel 2003 Project 2003 Live Communications Office Online 


Server 2003 


FrontPage* 2003 Publisher 2003 ) 
Exchange Solutions 
Server 2003 a 


infoPath™ 2003 Visio® 2003 

OneNote™ 2003 Word 2003 ¿ = PANE 
SharePoint'™ Portal 

Outlook* 2003 Server 2003 


on Accelerators 


Enabling Technologies 
Windows Server™ 2003, Windows® SharePoint Services 
Rights Management Services 


3 


Microsoft ` 


e 
©2003 Microsoft Corporation. All rights reserved. Microsoft, FrontPage, InfoPath, the Office logo, OneNote, Outlook, PowerPoint, SharePoint, Windows, Windows O f { e 
Server, Visio and “Your potential. Our passion.” are either registered trademarks or trademarks of Microsoft Corporation in the United States and/or other countries 


OPEN ACCESS TO ELECTRICITY 


Direct to home — almost 


Kerala does it but there’s too much static 


T CAME from an unexpected | 


quarter and so there was more to 

celebrate. Open access, the magic 

phrase allowing consumers to 

source electricity from a supplier 
of their choice, has been permitted not 
by Andhra Pradesh, Maharashtra, Ra- 
jasthan or any of the states that are in the 
vanguard of power reforms. It is Kerala, a 
state that has not unbundled its state 
electricity board (KSEB) or even hinted 
at any major restructuring, that has al- 
lowed an industrial consumer, Indian 
Aluminium (Indal), to buy power from 
outside the state. 

The landmark decision on open ac- 
cess by the Kerala State Electricity Regu- 
latory Commission (KERC) last week 
has as much to do with the politics of the 
state as its economy. Indal, an Aditya 
Birla group company, had de-energised 
the operations of its plant at Alupurum 
in August last year, after rising power 
costs made it unviable. Indal had also 
announced that it would be pulling 
down shutters on the smelter with a ca- 
pacity of 13,000-tonnes of metal unless 
it was allowed to source cheaper power 
from outside. 

KSEB’s tariff for industrial con- 
sumers had gone up from Rs 2.84 a unit 
in August 2001 to Rs 3.40 last year. The 
closure meant the lay-off of around 360 
workers, resulting in the formation of 
the Save Indal Action Council. The 
council has been vocal and had 
launched a high-profile campaign seek- 
ing the intervention of the state govern- 
ment to avert closure of the smelter. 

The Indal plant absorbs 25 MW of 
power and is one of the major con- 
sumers of KSEB, paying a monthly bill of 
around Rs 6.5 crore. It had sought per- 
mission from the board to allow it to buy 
power from the Power Trading Corpora- 
tion (PTC), a publicly-owned trading 
outfit that had offered to supply power 








have played a part in KERC’s decision to 
allow open access, although it must be 
pointed out that Kerala's tariff for indus- 
try is not as high as in some other states. 


Indal had appealed to the KERC in | 


August last year asking it to direct the 
KSEB to allow it to draw power from 
PTC. The commission had heard out the 
KSEB officials, the Indal management 


and trade unions in November but no | 


decision was taken because the Elec- 


state only on 10 December. Another 
major consumer, the Eloor-based Bi- 
nani Zinc has also petitioned the regula- 


> 


tors to allow it to access cheaper power 
from outside and is waiting for the green 
signal. 


one, its alternative supplier, PTC, says it 
can no longer offer power at Rs 2.50 per 
unit. Power costs, PTC chairman Tantra 


| Narayan Thakur told Businessworld 


| tricity Act, 2003, came into effect in the | 


Industry is, of course, elated with the | 


‘forward-looking decision’ of the KERC 


but the jubilation seems premature. | 


Power analysts point out that open ac- 
cess per se does not enable consumers 
to get cheaper power: there is the ques- 


| tion of wheeling charges and the sur- 


at Rs 2.50 a unit. Pressure from the trade | 


unions and industry, which has threat- 
ened further closures, is believed to 


charge that SEBs impose on abdicating | 
| orders until the entire issue of cross sub- 
Indal is discovering that the fruits of | 


customers. 


its victory over the KSEB, although not 
bitter, will take some time to mature. For 
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have gone up in recent months owing to 
higher evening supply demand and it 
can at best offer a rate of Rs 2.70 a unit. 
Add to this the 42.5 paise wheeling and 
other charges slapped on by KSEB and 
the tariff comes to over Rs 3.10. Nota vi- 
able rate for Indal. 

Immediate resumption of opera- 
tions is, thus, unlikely. With the average 
weighted cost of power having gone up, 
the possibility of finding cheaper 
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sources of power will prove slight. PTC 
says if Indal signs a long-term agree- 
ment it will try to locate a cheaper 
source to meet the smelters 30 MW re- 
quirement. 

Thakur says: “The KERC order al- 
lowing open access has to be com- 
mended. It has set a benchmark for 
other regulators and we welcome the 
step.” However, the spirit of the new 
Electricity Act will be missing from such 


sidies on which the parlous finances of 
the SEBs rest is sorted out. Lad) 
LATHA JISHNU 


Photographs: DINESH KRISHNAN & GURINDER OSAN 


HEY’RE riding abroad on two- 
T wheels. Encouraged by the suc- 

cess in exporting two-wheelers 
(exports have grown 53% in the last nine 
months), two-wheeler majors like Bajaj 
Auto and TVS Motors are setting up 
bases in markets like Indonesia, the 
Philippines, Thailand, Vietnam and 
Brazil. It’s early days yet — both Bajaj 
and TVS are still drawing up plans and 
scouting for partners or locations. But 
both have set up dedicated teams to 
cater to export markets. Bajaj plans to 
set up assembly centres in Indonesia, 
the Philippines and Brazil while TVS will 
set up bases in Indonesia, Thailand, 
Vietnam and, eventually, China. “Today, 


we have a lot of confidence because of | 
our product range. Five years back, we | 


just had one model. But today, we have 
better models and a range on which we 
could compete on,” says R.L. Ravichan- 
dran, vice-president (business develop- 
ment and marketing), Bajaj Auto. 
What's driving them to these mar- 
kets is that a majority of the products are 
in the 100cc-125cc range though step- 
thrus (like the Honda Cub, which was 
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Two-wheeler exports: 
Revving up 
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Rajiv Bajaj, CEO, 
Bajaj Auto 


introduced in India as Hero Honda 
Street) are a rage. Bajaj too feels its range 
is suited for these markets. Kawasaki, for 
instance, will source Bajaj Boxer, Byk 


and Wind 125 for Indonesia. Assem- | 


bling the bikes locally can make a 20% 
difference in costs. Besides, these are big 
markets: Indonesia is 2.5 million units a 
year, almost half the size of the Indian 
market. Brazil is about a million units. 
Both companies have distributors in 









Venu Srinivasan, 
CEO, TVS 





these markets; they are trying to 
strengthen their presence by having 
manufacturing operation too. It also fits 
in with their aspirations: TVS wants to 
be among the top five two-wheeler 
firms in the world. With competition 
likely to hot up at home (Honda will 
launch motorcycles this July, Suzuki in 
2005), TVS and Bajaj could do with a lit- 
tle more sales abroad. a 

RANJU SARKAR 
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MUMBAI’S TRANSPORT DILEMMA 


Skybus vs Metro 


Which technology will get Mumbai's traffic back on track’? 


N 2005, when Encyclopaedia Bri- 
tannica writes the history of the 
world, India can boast a home- 
grown rivalry in the same league 

as Microsoft versus Linux, Coke 
versus Pepsi or Nike vs Reebok. In keep- 
ing with India’s emerging economy, the 
rivalry here is based on infrastructure 
technology: it’s the Skybus vs the Metro. 
Pushing the Metro is E. Sreedharan, 


the man who built Konkan Railway Cor- | 


poration (KRC) and is a legend in rail- 
way circles. Pleading for the Skybus is 
B. Rajaram, the man who took over from 
Sreedharan at Konkan Railways. Both 
are contesting in one of the toughest 
commuter markets of the world: Mum- 
bai. The city has trains that are stuffed 
three times their capacity, traffic that 
crawls and a heavily overworked bus 
system. It needs a transportation solu- 
tion that is out-of-the box and effective. 
The Skybus technology is exactly 
that. It turns conventional train tech- 
nology on its head — literally. Instead of 
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the compartments running on rails, 
they hang below the rails and slide on 
them. This way, Skybus enthusiasts 
claim, it minimises the use ofland and is 
far more flexible in route planning. Two 
air-conditioned suspended coaches 
run above the regular road traffic at a 
speed of about 50 km per hour. (BW first 
wrote about the Skybus two years ago 
when it was just a design on paper.) 
Since then, Rajaram has made various 


ronmentalists, grilled by transport engi- 
neers and has had his plan scrutinised 
by financial analysts. The verdict is out. 
The Skybus technology is a workable so- 
lution to ease urban congestion. A. P J. 


_ Abdul Kalam, the then scientific advisor 


presentations to commuters and citizen | 


| groups, has been quizzed by policy 


makers, questioned by NGOs and envi- 





METRO RAIL 


: Underground: Rs 400 crore/km 
: Elevated: Rs 100 crore/km 











to the government, gave it a go ahead 
two years ago. TUV- Intertraffic GMBH, 
a German agency that certified the Ma- 
glev train technology, has done the 
same with the Skybus. Enquiries are 
pouring in from Malaysia, Syria, Dam- 
ascus and Dubai. Now, Maharashtra 
governor Mohammad Fazal wants the 
Skybus in Mumbai. 
Among this gen- 
eral hurrah, there is 
just a slight problem: 
nobody has actually 











: Rs 19,525 crore seen a Skybus. The 

thing doesn't exist. A 

: 30-50 km/hr prototype is perched 

E Frequency : A service every 3 minutes atop Madgaon station 
in Goa, but it hasn't 

Æ Capacity : : 80,000 people per route/hour ever operated live. The 
: million-dollar ques- 

lB Cost of travel : 1.5 times ordinary train fares ios. than: ar dhoul’ 
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E Time taken to construct | 5-6 years for every phase 


Mumbai be the first to 
implement this tech- 
nology? The estab- 
lished order of bureaucrats and railway 
officials don’t think so. Even a man like 
T. M. Chandrashekhar, metropolitan 
commissioner, Mumbai Metropolitan 
Region Development Authority (MM- 
RDA), who is known for his visionary 
approach to urban development is cir- 
cumspect. “They have to test the tech- 
nology first. It has never been operated 
in a real-life situation before,” he says. 
But then Mumbai has had many firsts in 
its transport history. Asia's first railway 
line was laid here in 1853. The first car in 
India arrived in Mumbai, and electric 
multiple units services were first intro- 
duced in the city in 1928. The Skybus 
technology has a lower capital cost, 
lower operating cost and will be less dis- 
ruptive (See charts). What's more, the 
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technology is completely indigenous. A 
combination of all these factors make 


Skybus much cheaper to implement 
than the Metro. 

But the Metro, at this point of time, 
has three things that the Skybus doesn't 
have. One, it is a familiar and tested 
technology. Two, it has a carrying capac- 
ity of 80,000 people per hour per direc- 
tion. And three, it has a man of Sreedha- 
rans standing backing it. As head of 
Konkan Railways, Sreedharan was 
known for the many technical chal- 
lenges he took on. And the way he ac- 
complished these — for instance, tun- 
nelling across the soft soil of Pernem, 
which was considered a near impossi- 
ble task. 

So, it is worth trying to understand 
what Sreedharan’s objections to the Sky- 
bus could be. He wasn't available for 
comment but there are two main issues 
the Skybus team could try and improve. 
The first one is building a simple tech- 
nology demonstrator that is live. And 
/ second, try and increase the load carry- 

- ing capacity of the Skybus. 

Konkan Railway is cracking the first 
one. It has already begun work on build- 
ing a 1.6 km test track in Goa and live 
runs will begin by April. MMRDA says it 
is willing to wait for the results. “What 
Mumbai needs is a mass transit system 
that is fast, has a high carrying capacity, 
































times cheaper to construct the Skybus, 
it will also carry only one-fourth the 
number of people that Metro can. To a 
large extent then, the technology ad- 
vantage is nullified. 

KRC need not worry though, it might 
still stand a chance. “We have received 
proposals for elevated rails, mass transit 
rail, metro and even magnetic levitation 
trains. We are open to all solutions. It 
need not be an either-or situation,” says 
Chandrashekhar. Indeed. There are 
emerging suburbs, and the low traffic 
east-west section, where the Skybus 
could be a viable alternative. 

With this in mind, MMRDA com- 
missioned the Delhi Metro Rail Corpo- 
ration (DMRC) to prepare a master plan 
for a metro system in Mumbai. Last 
week DMRC pre- 
sented its plan, throw- 
ing it open to public 
scrutiny at a citizens’ 
forum. Mangu Singh, 














‘Rs 1,500 crore chief project manager, 
: made an elaborate 
: 40-80 km/hr presentation. Seven 
: A service every 30 Sec.-1 min. corridors to connect 
; Mumbai either by un- 
: 20,000 people per route/hour derground metro or 
: an elevated one. 
m Cost of travel : 50 paise per kilometre About 150 km to be 


E Time taken to construct | 2 years for 20-30 km 


covered by 2021 at a 
cost of Rs 19,525 crore! 
The 200 people 


is environmentally friendly, economi- | gathered weren't impressed. “Where is 


cally attractive to the commuter and is 
financially viable to the state,” says V. K. 


Phatak, principal chief, Town and | 
| planner Prakash Apte, consultant to the 


Country Planning, MMRDA. 
The second issue of passenger load 
is more vexing. KRC officials claim that 


Skybus can ferry around 50,000 people | 
an hour, as it can run the service every | 


30 seconds. A TCS consultant says the 
numbers are overblown. According to 
him, the Skybus is in principle a light rail 
system, which cannot ferry more than 
15,000-20,000 people every hour. 

This is where the Skybus is on a 


sticky wicket. Mumbai traffic is of gar- | 
gantuan proportions. Trains go packed | 


even between stations that are just 5-6 
km apart. To ease the congestion, what- 
ever technology the city goes in for 
should be able to at least match the cur- 
rent capacity, which is almost 75,000- 
80,000 people every hour in any direc- 
tion you choose. While it is almost 10 
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this money going to come from?” asked 
Debi Goenka, activist, Bombay Envi- 
ronmental Action Group. Veteran urban 


World Bank on the Rs 4526-crore Mum- 
bai Urban Transport Project, ques- 
tioned the very assumptions on which 
the master plan was based — why could 
Mumbai not build on its existing net- 
work of roads and rails? 

While the chief minister supports 
the Metro, Rajaram not only has the 
governor's support, but the backing of 
the railway ministry. Just last week, the 
ministry sanctioned Rs 50 crore out of 
Konkan Railways’ Rs 80-crore surplus, 
to develop the test track in Goa. 

What everyone needs to consider is 
that there is no silver bullet to kill Mum- 
bai’s transport problems. A mix of tech- 
nologies are needed to address the traf- 
fic woes of the city. mi 
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BANKING RESULTS 


Growth signs,but | 
expenses steep 


HE quarterly results scorecard 
is slowly taking shape with 
many corporates announcing 
their numbers this week. In fo- 


-cus is the banking sector, which has 


been getting a lot of attention due to at- 
= tractive valuations. The recent an- 
nouncement to hike the foreign direct 


-~ investment limit to 74% has added to 
_ the excitement. The foreign institu- 


tional investors’ limit of 49% comes 
within the 74%. Foreign banks have also 
been allowed to set up wholly-owned 


~ subsidiaries. 


"I The results of SBI and ICICI bank are 

yet to come in, but a look at the12 banks 
(11 state-owned) for which results are 
available shows eight with a gross profit 
growth of over 20%. All banks continue 


I  torakeinthebenefit of reduced interest 


costs. But now, cutting down on ‘other 


~~ expenses’ could become a crucial differ- 


entiator. HDFC Banks ‘other expenses’ 
= at Rs 232.76 crore is 39% of total ex- 


a penses against 31% during the same pe- ` 
< riod last year. HDFC Bank has seen a | 
-= huge growth in business with operating ` 


income growing by 31.42%. However, | 


_ Third quarter results of banks 


kuya passe q: so neha rare ee ete tN REST ETE EN ES ET SSES et ste 





due to other expenses, its gross profit ` 
margins at 27.83% are lower than ` 
30.36% during the same period last year. | 
For Canara Bank the operating income | 
is more or less stagnant at Rs1,698 crore. — 
However, gross profit margins at 28.89% | 
have improved considerably over last | 
year's 24.59% . The trend that emerges in ` 
this case is that for every addition in op- | 
erating income the rise in other ex- | 
penses and personnel cost has a telling 


effect on the operating margins. 


The gross profit margins ranged | 
from 18.08% for UCO Bank, 19.66% for 
Syndicate Bank to 31.42% for the State | 
Bank of Bikaner. Corporation Banks | 
gross profit at 29.1% is lower than 41.8% ` 
in the same period last year. Ona total | 
income of Rs 673.57 crore the other ex- 
penses for Corporation Bank stands at ` 
Rs 144.4] crore - a big jump from Rs | 
97.52 crore in the same period last year. — 
The total income last year for the same | 
quarter stood at Rs 693.14 crore. As far | 
as topline is concerned, only HDFC ` 
Bank (31.42%) and Vijaya Bank (21.65%) ` 
have showed high growth. a 

ASHISH AGGARWAL ` 
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ney (Re crore. ths cme) gout OO PROT) | , 
| Canara E Bank © 14698.77 4969 27 20.65 l 
| Union Bank of India 1,165.37 | 236. 89 6.6 62 364 
| UCO Bank T6851 | 138.92 9.84 -4.19 | | 
_ Syndicate Bank _ 16371 | 150.16 779 2472 ` 
| Allahabad Bank — 665.58 140.24 4.77 73.67 
HDFC Bank 658.30 183.18 3142 — 2046 
<o | Corporation Bank — 561.46. 163. oO 407 -27.55 
| Andhra Bank 553.25 15804 0. 63 -4.61 
| Vijaya Bank x 51648 142.11 21.65 127.01 
-| Dena Bank 444.44 ` 105.85 5.1 147.02 
| State Bank of Travancore 435.1 19 97.24 9.58 37.02 
| State Bank of Bikaner & Jaipur _ 444. 22 130. 15 “13. 05 25.88 





vestors. 














Now a iist to define who 
a small | investor i 


NT 


ii 


BAD WEATHER DOESN’T MEAN A BUMPY RIDE ON OUR BUSINESS CLASS TRIPS. 


lf you want to experience business class comfort without leaving the ground, consider the Tata Indigo. Its spacious interiors are the result of 
a longer wheelbase and a semi-monovolume front design which releases more space for the occupants. Then there's our independent 3-link 
rear suspension, found only in more expensive cars, for a ride that makes the bumps hardly noticeable. You'll also find the seat design offers 
better thigh and lumbar support, making long trips more comfortable and less tiring. But don’t take our word for it. Just ask any of the 
26,000 Indigo owners who have made it the most sought after car in its class in just the first year of its existence. Then have a test drive. 








(2/1/04) 


F you get a Rs 1 lakh cheque from a 
friend who banks with the State 
Bank of India, all you need to do is 
deposit it at your Standard Char- 
tered Bank account. The money will be 
transferred to your account in real-time. 





There's no need to wait for three days for | 


clearance. That’s because SBI, Standard 
Chartered, HDFC Bank and Saraswat 
Bank have gone live on the real-time 
gross settlement (RTGS) platform. The 
soft-launch of RTGS will allow live, real- 
time settlement of inter-bank payments 
across the country through the Reserve 
Bank of India (RBI). 

To start with it’s only the high value 
cheques that will get real-time clear- 
ance but RTGS will be extended to all 
cheques in due course. Unlike the cur- 
rent system, wherein the banks ex- 
change payments throughout the day 
and settle accounts at end of the day, 
under RTGS these transactions will be 
processed and settled individually on a 
continuous basis. For the banks, the 


gains are faster movement of funds, re- 


L U 


P or down? 
The markets are 
just not able to 
make up their mind. They have 
been on a roller coaster ride all 
through January. The Sensex closed 
at 5802.75 on 29 January 2004 — 
a fall of 220 points from 2 January 
2004. But during the intervening 
period the Sensex seesawed more 
than 100 points almost every day, 
and the daily volatility rose to more 
than 200 points from 15 January. 
Did markets do this dance the 
last time they touched 6000? By no 
means. The kind of persistent and 
consistent volatility we are 
witnessing now was not there in 
January-February 2000 when the 
markets reached 6150. 





| cheque clearance, liquidity 





| selves to the new platform. 





BANKING 


Express 
transfers 


duced paperworkand the opening up of | 
a new revenue stream. The banks may | 
also levy a fee for providing faster fund | 


transfer or high value clearance. What's 
more, this is likely to eliminate any pay- 
ment risks (like cheque dishonours) as 
the banks do not have to wait till the end 


of the day to know how much funds they | 


have. 
RTGS will change the way you bank 
today. Apart from quick 


management in compa- 
nies would become easier as 
they will know how fast they can 
get their dues or make pay- 
ments. But it will be a while 
before you could experi- 
ence this “express 

way of banking” as all 
banks are yet to upgrade them- 


Now, clearing houses of banks re- 
quire physical dealing with the RBI. Un- 
der RTGS, the local branches of bank 
will be electronically linked to their 


SENSEX 


Where is it 
headed? 


So what is happening now? The 
confusion over participatory notes 
created quite a flutter. That hopefully is 
behind us with Sebi clarifying that 
existing participatory notes through 
unregulated entities have five years to 
withdraw. No one is clear as to where 
the confusion on the issue emerged 
from. One thing seems to be evident: at 
this point, the markets are in no mood 
to digest bad news. 

Even the good quarterly corporate 
results pouring in have hardly cheered 
sentiments. Nothing has changed in 
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| main branch, which in turn will be con- 
| nected to the RBI. This networking re- 


quirement will be met by the Indian Fi- 
nancial Network (INFINET), a 


| combination of VSAT and a terrestrial 


leased line technology. The platform 
was conceived and developed in 1999 
by the Institute for Development and 
Research in Banking Technology 
(IDRBT), an apex body set up by the RBI. 

INFINET is currently used by banks 
for a host of other payment applications 
too. For RTGS, banks will have to link 
their regional offices via a leased line to 


| the designated RBI centres. 


“Most banks have made significant 
investments on RTGS. This investment 
would depend on a bank's technological 
capability and its distribution network” 

says Natasha Patel, head 
(transaction banking) 
at Standard Char- 
tered Bank. 
The RBI ex- 
pects more 
banks to join the 
RTGS fray. After 
all if some 
banks offer 
faster payment 
modes, others 
will be forced to 
become tech savvy 
and hold on 
to their customers. W 
RACHNA MONGA 


Imaging: ANAND SINHA 








terms of economic fundamentals 
over the last one month. The finance 
minister has been giving positive 
vibes about the markets and Sebi 
continues to be proactive in terms of 
fixing margins and issuing 


| Clarifications. 
Despite this, the market has 
š i 5,802.7 
continued to seesaw. Nothing (29/1/04) 


illustrates this better than the share 
price movement of GAIL, which is the 
next one slated for a public issue. 
The GAIL scrip, which started this 
year at Rs 284.7, closed at Rs 223.8 
on 29 January 2004. In between, it 
slid to Rs.191.10 on 22 January. 

Will the coming week give an 
indication as to which side of 6000 
the Sensex is finally headed? ke 

ASHISH AGGARWAL 


Best wishes on 55th Republic Day 
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OUR PROUD ACHIEVEMENTS 


Uttaranchal - The first state in 
Northern India to sign an MoU with 
the world leader in IT - Bill Gates, 
Microsoft. 


Mr. N.D. Tiwari With Bil Gatesi ina ea Cit 
of the historic contract with Microsoft. 


Uttaranchal - The first state in 
Northern India to sign an MoU with 
Austria - world leader in Electricity. 


aaa aca cach uc eles... A 
ka A i ue a EN 
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Dr. Sepp Davringer, Commercial CUSI 
of Austria in the presence of Mr. N.D. Tiwari, 
exchanging the MoU. 


Uttaranchal - The first visionary state to À 
construct permanent Mela control tower, i 
bathing ghats, bridges, hospitals, roads, 
power stations, deluxe toilets in 
Ardh Kumbh, Haridwar. 





shri Narayan Dutt Tiwari 
Chief Minister, Uttaranchal 





Mr. N.D. Tiwari at the inauguration of 


rm 





Uttaranchal - Attracting big national 
Investors like Reliance by 
offering tremendous investment 
opportunities. 


Mr. N.D. Tiwari with Mr. Anil Ambani. 


Vice Chairman & M.D., Reliance Industries. 


Uttaranchal - The first state to 
encourage foreign investors for the 
development and exchange of 

Technology’. 


Mr. N.D. Tiwari delivering speech at the Cll 
arranged conference of Ambassadors. 


Uttaranchal - The first state in 
Northern India to develop 
‘Great Arc Upvan' in Dehradun. 


Mr. N. D. Tiwari laying the foundation of 
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"It transforms!" 
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he Great Place to Work® Semi 





Co- Sponsor: Birle a Sun Life 
insurance 


YOUR DREAMS. OUR COMMITMENT 


It's no secret. People are your greatest asset. And managing them is the single most 
important task, to building a great organisation 

Robert Levering demonstrates this fact, in the Great Place to Work® Seminar 
As co-founder of the Great Place to Work Institute inc., he has been the driving force 
behind the study, which is now conducted in more than twenty countries worldwide 
and the results are featured in leading publications like the Fortune Magazine and the 


Financial Times. He has identified, celebrated and created great workplaces, globally. 





T | ‘Robert Levering 


The Great Place to Work® survey was conducted for the first time in India Dy 
a Grow Talent Company Ltd. and Great Place to Work® Institute Inc. in partnershi ip with Businessworld. 
—Ç It recognised and applauded India's best wor Kplaces. The seminar goes a step further and creates a forum for 
$ these great employers to share their experiences, practices, techni igues and little initiatives that keep their 
= people productive, stress-free and off future job-hunts. 


— Look at it as an investment that makes your workplace, also a great place to work® 
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The Great Place to Work” Seminar Series 


peared teed ah DELBAERE IRE susan NARA a EEO A IF —a 


Robert Levering — Co-Founder, Great Place to Work® 
Institute Inc. | Who should attend? 

Anil Sachdev — Founder, Grow Talent Company Ltd. _ CEOs, Senior HR Professionals, Functional Heads 
Tony Joseph — Editor, Businessworld x 


| 
| 

Key Note Speakers | award ceremony. The function will be followed by cocktails. 
| 


Timings 
Guest Speakers 9.30a.m. - 7.30pm. 


Business leaders of India's largest corporates 





Sessions 
«Worldwide Experience: Great Place to Work® 


Single delegate: Rs 7000/- 
Group of three or more: Rs 5000/- per delegate 


Early Bird discount of 10% upto Feb 10, 2004 


| 
| 
i 
: 
i 
i 
| Delegate Fee 
Í 
| 
| 
Indian Experience: Great Place to Work® 
i 


*Best Practices shared by winners of the 2003 survey How to Apply? 


Mumbai: J&] Consumer Products, Godrej Consumer Products, | For registrations please contact: 
Birla Sunlife Insurance, Marico Industries, Aditya Birla Group, 
BPCL & Jindal Iron and Steel Company 


| Mumbai - Ms. Yogeeta Sant 
- ziS Pone ie be Software Centre, | Ph, No: 022-26330648/2634 | 086, Fax No.: 022-26330643 
ata Teleservices, Infosys Technologies ipro | Bangalore - Mr: Jagan Mohan Rao 
pine eid Eli Lilly e | Ph. No; 080-51 154160/51 154164, Fax No. 080-5252145 
Viva LIe insurance, nand Group | New Delhi - Ms.Vimpy Singh 
*Strategic HR for a competitive edge: A business case from | Ph. No. O1 1-2577147 1/2577 1472, Fax No. 01 1-25771470 
Empower Works Limited 
email: seminar@gptwindia.com 
Pane! Discussion | 
Building the essential toolkit for a great place to work® | Date & Venue 
| Mumbai: Feb 20, 2004 
ie i t 
Great Place to Work Survey 2004 - Kick Off Bangalore: Feb 25, 2004 
| New Delhi: Feb 27, 2004 


Award Ceremony 
The winners of the 2003 survey will be felicitated at a grand | *Subject to change 
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It’s never 


too late to 


starta 
channel 


ONTRARY to market buzz, the | 


Times of India group is not 
launching a news channel. 
Purohit the new chief operating 
officer (entertainment channels)Times 
Television has other plans. “We will start 
with a Hindi niche entertainment chan- 
nel in four months and then build a 
bouquet.” Purohit is already scouting 
for talent, figuring out satellites and 
servers and setting up a studio. 

The idea, she says, is to do some- 
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Product reviews Ë 
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A magazine that N 
helps you choose a 
the best products 

and gets you 

your money's 
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thing that can pay off within a year and 


HEMANT MISHRA 


then build on it. So more than 50% of | 


Times’ first channel will have in-house 
shows. “The money has to be seen in the 
context of what you can achieve. It has 


to be bottomline driven,” she says. That | 


must be music to the ears of the powers- | 
that-be at Bennett, Coleman & Com- | 


pany (BCCL). Purohit, who recently quit 
as Zee Telefilms’ president, is one of the 
few women who have been entrusted 
with running a business for BCCL. 


The fun part, for Purohit, is starting 
the broadcasting business for India’s 
largest media company from scratch. 
But the tough part is that the Rs 1,481- 
crore BCCL missed the broadcasting 
bus years ago. It did not bet on the mar- 
ket in 1991 when private television was 
taking off. And it sat quietly on the side- 
lines while Zee, Star, Sun and Sony grew 
exponentially. Star with a turnover of 
Rs 1,200 crore in July 2003 is fast closing 
in, while the Rs 800-crore Sony and the 
Rs 500-crore Sun are growing rapidly. 

BCCL is choosing to enter broad- 
casting at a time when it is more than 
twice the size of the publishing business 
and gets far more investor attention. 
What are its chances? Purohit is ambiva- 
lent. “There is an understanding that we 
missed the TV bus. However we have 
been doing other things, Planet M, Indi- 
atimes, Radio Mirchi and all these have 
done well. But the fact is that to be an all 
round media house we have to be in TV. 
Maybe what was possible 10 years ago 
and now are different but the opportu- 
nities exist." h 

VANITA KOHLI-KHANDEKAR 


Štill ey. | these nifty gadgets 
called MP3 players are all about? 
Get to know the bêst o 


Find out what the good ones can do for you. af = 
Looks, styling, colours, features, pick the | 


ideal combination, 


Get the best bang for your buck. 
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CAPITAL FLOWS 


Fund raising days 


New guidelines on external borrowings bring cheer to firms 


HE liberalisation of 

the external debt pol- 

icy has sent a cheer 

up in corporate cir- 
cles. With a friendlier policy, 
firms are lining up to collect 
their share of foreign booty, 
alias external commercial bor- 
rowings (ECBs). The govern- 
ment has now allowed firms to 
raise more foreign funds than 
was allowed earlier. As com- 
pared with the previous limit of 
$50 million, the finance min- 
istry has now allowed companies to | 
raise up to $500 million. 

Tata group's Indian Hotels Company 
has already taken its shareholder’s ap- 
proval to raise $150 million from foreign | 
sources. “We will use these funds to 
meet renovation and expansion ex- 
penses within the domestic as well as | 
the international market,” said a | 
spokesperson for the company. (See | 
‘Queuing-up For The Largesse’) 

The attraction of ECBs lies in their 
cost. The interest rates are approxi- 









REDIFF.COM 


The good times 
finally begin 


ERE’S clear evidence that the 
b Intenet economy is alive and 

kicking. In the quarter ended 
December 2003, Rediff and Amazon 
have posted profits. Rediff has 
declared an EBITDA (earnings before 
interest, taxes, depreciation and 


amortisation) of $55,000 as compared | 


to an EBITDA loss of $2.2 million for 
the same period last year. This means 
that the portal is bringing in more 
money than it is spending, at an 


è Reliance Industries 
è Bharti Televentures 
è industrial Development Bank of India $300mn 
è Punjab National Bank 

® indian Hotels Company 

è National Thermal Power Corporation 


Queuing-up for the largesse 


With the economy back on track, several companies 
are looking forward to mop up funds from the 
international market 


mately 50 basis points lower than do- 
mestic rates, even after accounting for 
hedging costs and withholding tax pro- 
visions. Which is why ICICI Bank man- 
aged to raise funds through euro bonds 
at 106 basis points above LIBOR. 

Companies scouting for global ac- 
quisitions also benefit, because funds 
can be raised at a rate that is compa- 
rable to the cost of funds of compet- 
itive bidders. Also, there is a natural 
hedge if the borrowing is made in 
the currency of the acquisition. 


| operating level. 

| Meanwhile,on- 
line retailer Ama- 
zon, buoyed by 

| strong holiday 
season sales and 
a free-shopping 
service, has 

| posted a net in- 
come of $35.3 

| million for 2003 
| against a net 












$750mn 
$500mn 


$215mn 
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The new guidelines have 
done away with end use re- 
strictions. Excluding invest- 
ment in capital markets or 
real estate, the moneys raised 
can be used for any purpose. 
The government has also al- 
lowed firms to raise money at 
a higher premium to the 
benchmark rate than was 
permitted earlier. “Not only 
AAA credit firms but also A 
credit firms should be able to 










Graphics: ASHISH SAHI 





access the market,” says 
Tarun Mahrotri, head of treasury at 
HSBC India. 


For corporates on the look-out for 
bargain deals, the guidelines couldn't 
have come a day too early. Recent issues 
of Indian debt paper have been lapped 
up in enthusiastic responses. Ballarpur 
Industries privately placed $45 million 
with three multilateral agen- 

cies — IFC (Washington), 
FMO (the Netherlands) and 
DEG (Germany) in Novem- 
ber 2003. The $300-million 


loss of $149.1 million 
in 2002. 
There’s more. 
Since the middle of 
last year Rediff has 
been on a bull run 
on Nasdaq, along 
with its Indian com- 
petitor Sify. This is 
largely a reaction to 
a renewed faith in 
Asian portals due to 
the fantastic perfor- 
_ mance of Chinese por- 
= tals like Sohu and 
NetEase, which are now 
profitable on the basis of 
wireless revenues. Over the 
past one year, Rediff’s share 
price has almost trebled, from 


ñ 
š 


euro-bond issue from ICICI Bank was over- 


for funds amongst emerging markets. 


their books, thus upping the supply of funds. 
While foreign lenders may be pleased to 
entertain India on their debtors’ list, do do- 


tutions fell drastically by 56.7% in the 
previous two financial years. 
Thanks to the new guidelines, the revival 


the Corporate Banking Group at ICICI Bank, 


_ believes otherwise. “There will be an impact, 
subscribed five times in October 2003. The ` 
recent rating upgrades won by India will only — 
add to India's attractiveness as a destination — 


but it will be limited. Most of the credit off- 
take today is in the 0-3 years category, while 
the automatic route has been opened for 


_ tenures greater than three years only. Of 

Indias high sovereign risk had been act- ` 
ing as a deterrent for the Indian debt paper _ 
market. With the rating upgrade, foreign- | 
banks can afford to lend more to India on | 


course, if the working capital area is opened 
up, that will be a different matter altogether.” 

Meanwhile, the industry is hoping for 
further reforms. Today banks and FIs can 


_ borrow foreign funds only if these are used 
_ for textile or steel sector restructuring pack- 
x ages. Swaminathan believes that things 
mestic banks have reason to scowl? Aggre- ` 
gate disbursements by Indian financial insti- ' 


should change. “The current ruling ignores 
the fact that FIs — with their higher credit- 


_ worthiness and warehousing capabilities — 
_ can borrow larger tranches at more competi- 
_ tive rates. Allowing them to become middle- 
of economic activity may fail to recoup these | 
numbers. But Balaji Swaminathan, head of 


men in the loans industry would bring the 
domestic interest rates down.” E 
ANUJA BYOTRA 


——— 


And now... feel-good ratings 


| 
In a belated endorsement of the choice of international investors, rating agencies x 
gave a thumbs up to India in their books over the last two months. x 














indard and Poor's 
graded the outlook 
ndia' S Jong- -term 
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clearly beginning to kick in. Says Ajit Balakr- | 
"nan, CEO of Rediff: “Even the Chinese are | 
riencing this now. Our marketing costs | 
ost nil and we are still registeringa | 
E growth in our user base.” Rediff's 
e! base grew about 30 % for the quarter 
pared to the quarter for the previous | 
ar. Yet, it reduced its marketing and sales -| 
sromotional expenses by about $0.6 million. 


>| Fitch upgraded India's ` 
i long-term foreign 
currency rating to BB+: 











“Moody's upgraded the | 

| government's foreign curr ` 
_e@ncy rating and currency 
ceiling for foreign curren 
bonds to Baa3’ from Bat 
Currency bank deposits 
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As a result, its total operating expenses de- 


|. creased by 52% for the quarter. 


The surprise element in Rediff’s resu 





-the fact that most of the growth came in 
- from India-based online advertising, which 


_ grew 50% year on year, last year. tie Saeed: 
-fee services like paid email also. iS 
strong growth of 40%. Online revenues have 





| been virtually crawling for the past year, so 


_ this resurgence comes as a bit of a surprise. 
-One explanation is an all-round improved ad- 


| vertising market and an upsurge in the Indian 


intemet user base. The last five months have _ 
seen an over 40% surge in Internet usage, 
largely coming in from small towns. Now, if 


_ Rediff manages to retain its online gross 
| Margins at the current 70% and keep its 


marketing expenses nil, this profitable jour- 
ney could continue very nicely. m 
RADHIKA DHAWAN 
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HE first thing you notice while talking to 
Vivek Paul today is just how relaxed he 
looks compared to anytime during the 
past two years. The vice-chairman of 
Wipro Ltd, and the head of its global IT 
business, Wipro Technologies, has the 
air of aman who has successfully run a 
marathon and can finally rest a bit. You get much the same 
vibes from the others in the Wipro senior team — Sudip 
Banerjee, president (enterprise solutions); A.L. Rao, president 
(telecom and Internet working); or V. Balakrishnan, vice-pres- 
ident (finance), Wipro Technologies. None of the tension, 
angst and tentativeness that you could see in the Wipro top 
team six months ago is evident today. 

Wipro Technologies has just declared great quarterly re- 
sults — sales have grown 40% over last year and profit margins 
are up to 22%, a growth of 4% over last year. Global spending in 
the areas that are traditionally Wipro’s strengths — like tele- 
com R&D — is picking up after 10 quarters. Particularly sweet 
is the fact that for the last two quarters, its business has grown 
much faster than that of its great rival across town, Infosys. 
Though it still lags behind Infosys in profit margins, Wipro is 
catching up. The recovery that began in the previous quarter 
seems to have gained momentum in the last three months. 
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But Paul & Co. are not looking relaxed merely because 
Wipro has done exceptionally well this quarter. After all, so 
have most of the top rung software companies. Global soft- 
ware spending is looking up again and Wipro has gained from 
it just as Infosys, Satyam and HCL Technologies have. The im- 
mediate future for the whole industry looks reasonably bright. 

Paul and his lieutenants are feeling particularly good today 
because they feel that Wipro has finally sorted out many of its 
problems and gotits act together. They have used the slump of 
the last two years to identify Wipro’s weaknesses and found 
ways to plugit. And though Wipro is nowhere close to Paul's fa- 
mous 4x4 target — $4 billion turnover by 2004 (Wipro will 
close this year with around $1 billion in revenues) — the top 
team feels Wipro is better placed than any of its contempo- 
raries to take advantage of any upturn in the software industry. 

Let’s see what all they have done. In a nutshell, Wipro has 
built three new businesses that already account for 30% of its 
total revenues and will be the major growth drivers in the fu- 
ture. More important, these three businesses complete the 
chain that will allow Wipro to position itself as an end-to-end 
solutions provider. More on that later; let’s understand the 
component pieces first. First, Wipro was always primarily a 
technology solutions company and not particularly good at 
enterprise applications. That's why it was the worst hit when 
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the tech bubble burst and global R&D spends fell drastically. 
Companies like Infosys and Satyam, which were stronger in 
enterprise applications, weathered the storm better because 
that business was more stable. 

During the past four years, Wipro has focussed on building 
its enterprise applications business. Take package implemen- 
tation (PD, which was a $7-million business for Wipro in 2000. 
It is a $100 million-plus business currently with great growth 
prospects. During the tech boom, global giants had installed 
expensive packages like Oracle and SAP When the bust came, 
they wanted to optimise these investments. American consul- 
tancy firms typically charge $125-130 per hour for this while 
Indian companies do it for $75-80 per hour. Little wonder, 
dozens of customers started offering these jobs to Indian 
firms, Wipro created a separate business unit for enterprise 
application services in 1999 and has 1,700 people in it today. 

Another business opportunity that Wipro has built in the 
past three years is infrastructure management, which is grow- 
ing at about 50%. Although Wipro had a domestic business in 
infrastructure management, it started offering this service to 
global customers only three years ago, when the slump forced 
it to look for new business areas. Today Wipro has over 30 cus- 
tomers in that space including marquee names such as 
Lehman Brothers, Transco and BestBuy. 

But what has really set the topline on fire is Wipros BPO 
business. This was chairman Azim Premji’s big move two 
years ago. But when Wipro bought Spectramind, several ana- 

-lysts wondered whether the company was doing the right 
thing by paying $100 million for it. Today, most of them agree 
that it was an inspired move — Wipro is far ahead of its peers 
like Infosys and Satyam in BPO. With 8,500 people, Wipro- 
Spectramind is the largest third-party BPO company in India 
today. Analysts peg its valuation at $700 million. 

These three new businesses (PI, infrastructure manage- 


Vice-chairman 
Vivek Paul 
believes that 
Wipro can surge 
ahead of its 
competitors now. 
He could be right. 
Here's why. Mitu 
Jayashankar reports 
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Fall and rise 


Unforced errors 
® Wipro missed the Y2K opportunity 
@ Got hit by the global telecom bust even as it was 
ramping down GE 
© Misread how long the tech recession would last | | 
@ Overdependance on technology led to opportunity ` | 
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Despite broad solutions Wipro's growth lagged peers’ a 
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Remedial Measures 

@ Built up new growth areas like package | 
implementation, BPO and infrastructure management | 

@ Restructured the organisation so that it can go out | 

and sell end-to-end solutions | 

© Bought firms to plug gaps in verticals & service lines | 

@ Completed most of the changes during the downturn | 

while its peers are only starting on them now Í| 





Result 

Topline has started growing faster than infosys’, 
though margins still jag 

EXHIBIT 1 Infosys’ and Wipro’s* sequential revenue 

growth 
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| ment and BPO) account for 30% of Wipro’s revenues. No other | 
w@ Indian company has such a strong presence in all three ser- 
|. @ vice lines. Infosys and Satyam match up with Wipro in PI but x 
m theyarefarbehindin BPO and infrastructure management. ` 
|. 4 Wipro feels this will be a key differentiating factor in the future. | 
-o Equally important, Wipro has spent the last three years re- ` 
_ structuring itself completely so that it could start selling end- ` 
| to-end solutions to customers, instead of bidding for piece- 
| meal projects. It’s only now that its rivals are beginning to ` 

= embark on the same process. x 
Let's understand why these changes could help Wipro get | 
| asignificant lead over its peers in both revenues and profits. 
| Today, interest in India and offshoring is at an all-time high 
| and there is a huge wave in outsourcing. This wave is different | 
| from the earlier waves the Indian IT industry has seen. Be- | 
[| tween 1990 and 1995, large technology companies such as Lu- | 
— cent and Nortel had time-to-market pressures and turned to | 
| = India to speed up product development. This was followed by | 
| the Y2Kscare. Between 1996 and 2000, large enterprises like ` 
| banksand insurance companies turned to Indian firms for fix- 
Al ing the bug. While tech companies such as Wipro | 
and HCL rode the first wave, the second saw the | 

= emergence of companies like Infosys and Satyam, | 
_ players, but with incumbent solution providers such as IBM, 
_ Accenture and Cap Gemini E&Y. Since this kind of work is not 


E> who were strong in enterprise applications, 
The current wave, which started in 2002, is dif- 


ferent from the last two waves. To begin with, itis | 


led by large customers who are now facing profitability pres- 
sures and want to outsource huge chunks of their IT business. 
These are Fortune 50 customers like BP Aviva, 3M and Daim- 
ilerChrysler. Some of these customers have never outsourced 
to India before. Unlike the CIOs and CTOs, who were the deci- 
sion makers in the past, today the decision to outsource is be- 
ing taken by CFOs and CEOs. They have a very different ap- 
proach to outsourcing. “They are looking for solutions to cut 
costs or augment their revenues, and not Java or ERP skills,” 


_ says Sangita Singh, chief marketing officer, Wipro. This is true 


even of the technology customers. “Earlier people were giving 


_ work to reduce costs in parts; now we are getting turnkey pro- 
_ jects for product design,” says Ramesh Emani, president (em- 


bedded and product engineering). 

Getting this sort of business involves a detailed analysis of 
the client's requirements, designing the solution and finally 
implementing it. The only way Wipro can get that kind of busi- 
ness is if it demonstrates to the clients that it understands the 
space that the latter operates in — be it manufacturing, or re- 
tail or telecom. Then, putting together the solution will involve 
multiple services: application outsourcing, package imple- 
mentation, infrastructure management and so on. In this 
marketplace, Wipro will not be compared with other Indian 


won on cost alone, Wipro cannot merely leverage its offshore 


Paul The Manager Nineteen ninety-nine was a defining year 


for Wipro. Ashok Soota, who built Wipros IT business, quit and set up MindTree Con- 


sulting. He was joined there by his key lieutenants. Vivek Paul, whom chairman Azim 
Premji had picked from GE to be Soota’s No. 2, was catapulted to the top job. Stepping 
into Soota’s shoes wasn't easy. Soota was a father figure. “Even when he was ticking off 


someone, he would do it gently,” says a senior manager. Paul was to the point and bru- 


tally frank (though some say he has mellowed.) People wondered whether Paul would 
replace the senior managers with people from GE (he didn't — only three of his direct re- 


portees are from GE). Some managers went to great extents to get on Paul's right side. 


“Vivek is a big Six Sigma practitioner, and Wipro’s intranet got the most hits on that topic 


at that time,” says a senior manager. Another manager tried to break the ice by telling 
Paul that he was a graduate of BITS-Pilani, Paul’s alma mater. Paul ignored it. Paul spent 
the first three months meeting employees and customers. “Most people were wonder- 


ing if they were still at Wipro because they couldn't get a better job,” the manager recalls. 


Paul assured the employees that he would come up with a plan that would make them 
proud of working at Wipro. After his first 100 days as CEO, Paul mailed all the employees. 
In 1999, the IT business was booming, but Paul minced no words in letting the employ- 
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model and hope to beat the incumbents on prices. 

“The ability to ‘do’ offshore is no longer a competitive ad- 
vantage,” says Dean Davison, analyst, Meta Group. “That ca- 
pability is now widely available from firms like Wipro, and also 
every other company such as IBM, et al”. The margins in this 
business, even for the best Indian firms, have dropped from 


over 40% to 25% today. Since 85% of the development centres _ 
are in India, most multinationals are ramping up their pres- | 


ence here; Hewlett-Packard (HP) has 10,000 people in India 
today, and IBM and Accenture will get to that number soon. 
Customer expectations are rising. “We are not just looking 
at transaction value from our strategic vendors. For example, 
one of the things we hope to learn from Wipro is how to builda 


global company. Wipro has an innovation council for generat- | 


ing new business ideas; we are interested in knowing how that 
works,” says Kal Patel, vice-president, BestBuy, a $22-billion 
electronics retailer and one of Wipro's Top 10 customers. 


Most of the moves Wipro has made in the past four years | 
have been with the motive to morph into a true solutions | 
company — on the lines of Accenture and IBM. To gather do- | 


main knowledge, Wipro has organised itself by verticals (man- 


ufacturing, retail and utilities) and to get closer to the cus- | 


tomers, it has opened eight development centres around the 
world, which employ 50-150 people each. To up its profile and 


acquire intimate customer knowledge, it has significantly | 


raised its investment in sales and marketing. In two years, the 


ees know that unless things changed drastically at Wipro, it would 





number of sales people has grown from 79 to 175. 

PI, BPO and infrastructure management are also part of 
this same game plan. Wipro had to build these anyway in or- 
der to offer end-to-end solutions. Its acquisitions in the con- 
sulting area— companies like NerveWire — also fit in here. 

“Four years ago you could describe Wipro in only two 
words — ‘software’ and ‘offshore’,” says Banerjee, the head of 
the enterprise solutions division. “Today Wipro can do every- 
thing, right from consulting to offshore.” 


The right structure 


B uilding new business areas and acquiring companies to 
get into consulting and outsourcing provides Wi pro with 
the breadth of offerings that any full solutions company has. 
The organisational restructuring of the past four years was 
aimed specifically at providing it with the ability to sell inte- 
grated solutions. 

IfWipro were to be a solu- 
tion company, what kind of 
organisation structure 
should it have? Putting to- 
gether a solution would re- 
quire many different skills: it 
would need consulting skills, 
an industry expert and an ar- 





not be able to ride that wave. He first merged the two IT companies within Wipro: Global 


R&D (the technology arm) and Wipro Systems (which focussed on the enterprise busi- 


ness). Common functions like recruitment and finance were made central. Paul started 


moving people around. A.L. Rao, head of quality, was made the head of the technology 


business. A staffing function was created under Sudip Banerjee to keep people moving 


between projects. Recruitment had now become a sales function. Paul pulled out sales 


in-charge Manoj Punja and made him recruitment in-charge. It was at this time that 


Wipro talked about the 4x4 vision. Reaching $4 billion by 2004 was an audacious plan. 


Unisys, the world’s No. 10 IT company, has a revenue of $3 billion. Wipro’ turnover in 
1999 was $150 million. Half of the $4-billion revenue was to come from acquisitions. Un- 
til then, Wipro had not made any acquisition in the tech business, but it had big plans 
which didn’t materialise. Between June 2002 and June 2003, Wipro made three major ac- 
quisitions (Spectramind, AMS Global Energy Practice and NerveWire) which brought in 
a revenue of $70 million (14% of total revenue). This year, Wipro will close with revenues 


of $1 billion. Has it given up on its $4-billion target? In retrospect, that vision was not so 


much abouta particular target, as about fixing a path forward, says a senior executive. 
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story sess 


? a s“ chitect who would put together the solution, which would 
ye have pieces of many service lines such as package implemen- 


tation, BPO and even infrastructure management. Then there 


Py“ would be onsite and offshore teams, there would be a quality 
_@ expert, and so on. The client did not want to deal with five dif- 
| ferent people; he wanted to interact with just one point ofcon- 

| tact. How did the traditional solution companies deal with it? 


x | They typically worked in teams: for large accounts they pulled 
| in multi-talented people, each drawn from a function. The 


F single-point contact for a customer was usually a program 


| manager who integrated all these various teams. 
| Wipro did not have people with those skills in 1999-2000. 
- Soitdecided to go about getting them, and create an organisa- 


— tion structure that would make them fit in. Wipro decided to 
=. divide the organisation into four groups. The first grouping 
f= was done on the basis of industry; such as finance, manufac- 
| turing and telecom. These were the verticals and their job was _ 


| toworkwith the sales team to get customers and grow existing 


_ ones. They would own the delivery of projects in terms of 


l quality/cost/delivery and build industry-specific knowledge. 
| “They are like halfbacks in soccer,” explains Paul, “expected to 


@ play versatile roles, and are P&L managers.” 


: But whether the solution was in retail or finance, the tech- 
= nical skills Java, Mainframe, or C++) remained constant. So 
| anidle SAP expert in retail could be easily deployed in manu- 


= facturing. Also, new technologies kept surfacing all the time 


and keeping track of them in each vertical would 

, become difficult. So the second group of people 
me were practice leaders, who would build compe- 
> tencies in various service lines such as package 
implementation and BPO, build technical al- 
liances and drive utilisation in their skills areas. 

l They were measured on this, plus how much rev- 
-enue they generate. Today there are five practices such as 


§ package implementation, BPO, consulting and so on. The | 


| practices lease teams to verticals. 

| But customers in each vertical were spread across the 
= globe. For example, there is a manufacturing customer in the 
# USas well as in Europe. So the third group was based in geo- 
| graphies: the US, Japan and Europe. These were the frontline 
people responsible for customer relationships and worked 
closely with verticals and practice heads. And the fourth group 
* was the operations team which provided support to each 


# group through staffing, facilities, administration and training. 


| This is a complicated structure, and, as can be seen, cre- 
| ates several interdependencies. (Infosys is implementing a 
_ structure which is broadly similar, though probably less com- 
# plex. But that is because it is concentrating on fewer verticals 






“They have created several horizontal 


competencies, but that does not mean that they are 
integrated solutions” Sanjay Anandram, managing director, JumpStartUp 


than Wipro.) Plus, how would you measure performance? This 
is where Wipros Six Sigma practice comes in useful. “The phi- 
losophy of Six Sigma is to reduce transaction cost for cus- 
tomers, and the entire concept revolves around teamwork,” 
says Ranjan Acharya, corporate vice-president (HRD). “We 
changed the performance measuring metrics to accommo- 
date the new structure,” says Bijay K. Sahoo, vice-president 
(talent engagement and development). So if there was a large 
order for BPO in retail, then both the heads — BPO and retail 
— get credit for that. Further there are several checks and bal- 
ances to make sure that everyone was co-operating in team- 
work. For example, every vertical head needs the approval of 
the CFO to hire an unbillable resource. This way a vertical 
head cannot start building his own competencies in, say, 
package implementation. Then vertical heads are measured 
on how much share of their business comes from each service 
— be it BPO or infrastructure outsourcing and how that is 
changing on a half-yearly basis. Then they are also tracked on 
how many divisions of the customer they are selling to, to 
measure how much share of the customers wallet was com- 
ing to Wipro. For key accounts, Wipro is also appointing pro- 
gram managers who will integrate these teams. 

The next job was to group people according to require- 
ments. There were many people at Wipro who had been 
around for 15-20 years. They needed to be motivated and re- 
tained, so it was decided that 70% of all jobs would be filled in- 
ternally. By giving the responsibility for profit and loss to verti- 
cal heads, Wipro was also managing the career paths of its 
managers who were looking for more challenging roles. 

Breaking the company into smaller groups also helps in 
ramping up, while keeping the culture intact. “While scaling 
up acompany from 6,000 to 40,000 would be difficult, growing 
a vertical from 500 to 1,500 would not be that difficult,” says 
K.R. Lakshminarayan, corporate treasurer, Wipro. 


The tech meltdown 


ne thing has puzzled analysts for a long while: despite 

having the most diverse technical skills, Wipros results 
have lagged behind competitors for the last three years. In the 
number of service lines, Wipro is the leader in several services 
like infrastructure management and BPO. Wipro has 2,800 
people in the telecom and Internet working division, the 
largest among listed Indian IT companies. Wipro’ skill-sets 
span the entire spectrum of technology in this space: from 
voice, optical and data/access to wireless services. Only a few 
companies in the world, like IBM GS, and probably none in In- 
dia, have such diverse skill-sets. Take Infosys. Itis bigger than 





BUSINESSWORLD 3 6 G FEBRUARY 2004 





Wipro and more profitable, 
but almost all of its revenue 
comes from just one busi- 
ness, enterprise applications, 
of which 40% comes from 
one industry, banking and fi- 
nancial services. 

Part of the explanation 
lies in the choices Wipro has 
made in the past. In 1999, 
Wipro decided to stay away 
from the dotcom business 
and Y2K. Wipro shied away 
from dotcom customers be- 
cause it wasn't comfortable 
dealing with start-ups as 
clients. The reason to stay 
away from Y2K was different 
—Wipro felt that Y2K was like 
a product sale. Once the pro- 
ject was over, that revenue 
stream would dry up. Wipro 
wanted steady annuity-based revenues. Then, the Y2K busi- 


significant improvement 
in their knowledge over 
the last four years, but if 


you are asking me if they 
have become retail exp- 
erts, the answer would be 


yy 
no Kal Patel, vice-president, BestBuy 





ness needed skills in COBOL and mainframe, so what would | 


fact, Wipro chose to train 500 people in e-commerce. Also, at 
that time, the R&D business was booming, and technology 
customers such as Nortel, Cisco and Ericsson had a time-to- 
market pressure and were outsourcing heavily to Wipro. 

But what Wipro did not anticipate was that it could convert 
Y2K relationships into regular orders. It was a big mistake. In- 
fosys, Satyam and TCS built heavily on the Y2K business, espe- 
cially from financial institutions, and converted and grew that 


relationship beyond Y2K. As timelines on these projects were | 


critical, Wipro’s peers benefited from better margins. And 
while telecom fell steeply, the BFSI (banking, financial ser- 
vices and insurance) segment remained a steady revenue 
stream even during the slump. Today Wipro is trying hard to 


catch up in BFSI, but its revenues from BFS] are less than half ` 


of what Infosys earns. Clearly, an overemphasis on technology 
and R&D, its traditional strengths, have cost Wipro dearly. Till 
1999-2000, Wipro was bigger than Infosys. That year, Infosys 
pulled ahead and it has increased the lead every year. 

Some analysts say that reading market trends is not 
Wipros strength. A September 2003 Kotak Institutional Equi- 


ties Report says: “Wipro follows a bottoms-up approach to | 


Wipro do with those skill-sets after the business dried up? In | 


portfolio management. The extent of exposure to business | 


segments appears to be led more by internal competencies x 


rather than by market opportunities.” Wipro disagrees. How 
much each business contributes is not something that the 
company decides, instead it is dependent on the market op- 
portunity. “Today R&D is growing again, and may become big- 
ger than the enterprise piece. But just so that the ratio stays at 
50:50, can I ask the R&D head to grow slowly?” says Paul. 

But analysts feel that Wipro made too many bad calls in the 
past. For example, it started ‘ramping down’ the GE account 
just when it needed that account the most — when the macro 
environment for IT services was weakening. (Infosys had 


moved out of GE five years before that and had replaced the | 
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GE business with other 
clients.) Wipro says the deci- 
sion to ramp down GE came 
much before the telecom 
business hit the bottom. Dis- 
cussions to do so began in 
1999, when the technology 
business was booming, 
Wipro felt that the prices GE 
was bargaining for were 
far lower than what the 
market was paying for R&D 
work. At its peak, GE con- 
tributed 21% to Wipros 
topline and some 800 people 
worked on that account. 
Wipro brought it down to 6- 
7% in just three quarters, 

But a few quarters later, 
the tech business nosedived. 
Once again, Wipro thought 
the tech meltdown was a 
temporary phenomenon. In 2001, when the tech bubble 
burst, Wipro refused to drop prices for three quarters, and vol- 
umes took a big hit. Wipro says that at that time, no one knew 
how long the recession would last. H Wipro had cut prices 
then, it could never have increased them later. But 11 Septem- 
ber changed all that. The US plunged into a recession and 
Wipro had to cut prices. 

But while the environment has played a part in Wipro's 
downfalls, many of Wipros problems are internal. The com- 
pany has lost money in fixed price contracts and its client 
ramp-ups are slower than its competitors. As a result of which 
revenue/customer growth for Wipro has been much slower 
than for Infosys and Cognizant. Wipro is working on improv- 
ing that. For example, for each of the large accounts, it has ap- 
pointed strategic account managers. Today there are six large 
client engagement managers (industry veterans with 15-20 
years of experience, hired from companies such as Motorola 
and EDS) managing critical accounts such as HP and GM. 
Their responsibility is to increase each of these accounts to 
about $50 million. This year Wipro will appoint strategic ac- 
count managers for accounts of $1 million and above. Wipro is 
also tracking how many divisions of each customer are today 
buying services from Wipro. The measures have helped. Today 
80% of its 328 customers buy more than one service line from 
Wipro. And 40% of the customers are using at least three ser- 
vice lines. The Top 50 accounts grew by 17% this quarter as 
compared to 13% overall growth. 


e 


There is still many a slip... 


A: its numbers for the last quarter show, Wipro is making a 
strong comeback. The question is: will it actually manage 
to surpass its peers? The answer is not very clear, at least at the 
moment. “We are building up the momentum in large deals,” 
says Richard Garnick, CEO, America. He points out that the 
company has recently won a large order from a telecom com- 
pany, where if replaced IBM for support and maintenance of 
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“Four years ago you could describe Wipro in only two 


words — i Softwar e and ‘offshore’. 


To day Wipr O Can do everything” Sudip Banerjee, president (enterprise solutions) 





| SAP packages across the globe. It is a prestigious order and en- 
(compasses both package implementation as well as BPO. GM, 
|| Wipro'’s largest customer, has identified the Indian firm as a 
— strategic vendor, alist that includes 11 carefully chosen names 
suchas Accenture and EDS. Wipro is the only Indian company | 
| in the list. In another recent win, a telecom customer for 
|| which Wipro was doing IT work — maintaining business ap- 
— plications — has now given it BPO work, basically, technical 
— support for installing a broadband product. These are signifi- 
| cant wins. But does that position Wipro as a truly integrated 
| solution provider? Not at the moment. Take the BPO order for 
| __ thetelecom company. Even though the customer is common, 
| thetwoprojects are different. 


This is different from the case where Wipro had engi- 


ee : x neered the product and then provided backoffice support 


such as sales order tracking and technical support 

for the same product. Only when the company 

P. owns the process from end-to-end can it provide 
| higher order work like process re-engineering. 
Which is why although Wipro’s topline is growing 
fast, its margins haven't shown dramatic move- 
ment. “They have created several horizontal com- 


x a petencies but that does not mean they are integrated, do- 

| tain-focussed solutions,’ says Sanjay Anandram, managing 

= director, JumpStartUp, a venture capital firm. (Anandram also 
ee | happens to be an ex-employee of Wipro.) 


Wipro says these things will take time. “The life of a com- 


| pany cannot be judged in 2-3 years; it takes a long time for 
| these results to bear out,” says Banerjee. “We have set out ona 
| + journey andare taking small steps towards that end,” says Bal- | 

| akrishnan. The first step is bundling services and selling more | 
| tothe same customer. “Even if customers are buying different 
| _ pieces of business from us today, it is helping us raise the share | 
| of wallet in each customer,” says Sanjay Joshi, vice-chairman, 


| WiproSpectramind. Joshi says that five out of 19 BPO cus- 


| tomers today outsource both IT and BPO to Wipro; that num- | 
| beris setto grow to 70-80% next year. That allows better reali- 

= sation of sales expenditure. Wipro’s average revenue per sales 
(| employee at $4.9 million is higher than Infosys’ $3.5 million. 


The second would be integrating services in the form of 


| small solutions. For instance, for Marks & Spencer, Wipro has 

(| designed an order placement system for food in 30 stores that 

| will reduce customer-waiting time. For a large electronics 

— + company, Wipro has worked out a solution for closing books 

| ofaccounts in one day across several regions. Other verticals 
| are working on similar solutions. 


Not everyone agrees that finally the pieces will add up. 


F) Take the BPO space. Many IT companies feel that BPO and IT 





are still two separate businesses and integrating them makes 
no sense today. For one, the customers outsourcing in BPO, 
like Dell and AOL, are very different from those in the applica- 
tion development maintenance space. Says the CEO ofa large 
offshore company: “Most of the BPO work is in call centres 
and not in transaction processing as everyone had hoped. An- 
swering calls about credit cards is in no way related to building 
an engine for claims processing.” Some industry experts also 
worry that most large outsourcers such as GE and American 
Express have their own captive units and that many compa- 
nies will prefer to keep backoffice work in-house. Wipro dis- 
agrees with that assessment. “Take our R&D business. Some of 
our largest customers also have their own India development 
centres, so why should BPO be different?” asks Banerjee. 

Others feel that Indian companies, such as Wipro, lack the 
vertical expertise and relationships to bid for large solution 
deals. BestBuy's Patel says: “I have seen significant improve- 
ment in their knowledge over the last four years, but do I see a 
lot of retail experts in Wipro? The answer would be no.” Wipro 
says itis making investments in that area — it acquired the en- 
ergy business of AMS and NerveWire — albeit slowly. After 
that first burst of acquisition activity, things have quietened 
down again on that front. “Unfortunately, the enormous suc- 
cess of the current business model and focus on managing 
quarterly expectations has made it difficult for Indian firms to 
make serious investments,” says Anandram. That may be true 
as appointing several hundred domain experts will put pres- 
sure on the model. For example, Wipros three acquisitions 
have impacted its bottomline — margins declined by 4% be- 
tween June 2002 and June 2003. “The Indian model of driving 
operational efficiency over large-scale projects is not suited 
for chasing businesses such as consulting, which have a differ- 
ent rhythm,” says Ashok Soota, chairman, MindTree Consult- 
ing, and the man who had originally built Wipro’s IT business 
before Paul came in. 

Wipro will have to think about that, because other Indian 
companies, too, are trying to get into the solution space. In- 
fosys is also transforming itself to become a solution-provider. 
The only difference is that so far it has tried to affect that 
change organically, while Wipro has made small acquisitions. 
Infosys started a consulting business many years ago, and 
hired 100 consultants from places like Accenture and KPMG. 
But that still remains a small business — only about 4-5% of 
revenue. Wipro has, on the other hand, created the same pro- 
portion of consulting revenue by acquiring the AMS utilities 
business and NerveWire. But what will set them apart is the 
pace of change and how much risk they are able to take. 


Can Wipro accept that challenge? x 
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HAT they dont teach you at Harvard Business | 
School, said Mark H. McCormack, is diversifica- | 
tion. He could have been talking about Punjab’s | 


farmers. For decades, Punjab farmers have 





recognised only two crops: wheat and rice. But | 
things are changing now. Buta Singh Khullar is | 
one of a growing band of rebels — farmers who are turning 


their backs on the obsession with rice and wheat that has sus- 
tained Punjab’s agriculture for over three decades. The 
25-year-old farmer from Umra proudly waves his hand 


over his 45-day-old crop of Hyola, a high-yielding variety of | 
white mustard that gives more oil than traditional mustard. | 
Last year, Khullar set aside one of the 16 acres in his family | 
farm to participate in a unique experiment in contract farm- | 
ing that could transform Punjab’ agriculture. He planted the | 


Hyola after harvesting maize and peas, with some inter-crop- 


ping to. These three crops have earned him Rs 26,400. He | 
Himalayan hoard of rice and wheat that lies unused in 


would have got just Rs 17,400 if he had continued with rice 
and wheat, he says. 

It’s ironical that Punjab’s progressive farmers, who pulled 
India back from the brink of mass starvation in the 1960s by 


using new technologies to increase cereal production, are re- | 


alising that their success has created myriad problems — for | 
| . 
| jab government loses nearly Rs 300 crore-400 crore every sea- 


the land, for the government and for the farmers themselves. 


The 
return 
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High-yielding cro 





The Green Revolution was all about food security. It natu- 
rally focussed on the basic crops needed to keep starvation at 
bay — rice and wheat. The world has changed since then, but 
Indian agriculture hasn't. Food security is no longer a major is- 
sue. The begging bowl has been buried under a mountain of 
stockpiled food. Eating habits, too, have changed. Indian con- 
sumers now spend less of their family budgets on basic cereals 
like rice and wheat. Vegetables, fruit, milk and meat are being 
eaten with greater zest, the inevitable result of creeping pros- 
perity. But, unfortunately, our farmers have not moved with 
the market. They continue to focus on rice and wheat. 

Public policy has also failed. The government has not 
given farmers enough incentives to change course. It contin- 
ues to offer guaranteed prices for rice and wheat. Naturally, 
farmers still prefer to cultivate crops that get guaranteed 
prices rather than gamble on volatile prices of vegetables or 
fruits. So demand and supply are out-of-sync. The result: a 


godowns across India. Buying rice and wheat at high prices 
and then letting it rot in godowns incurs huge costs on the 
Central and state governments. In 2002-03, the Centre gave a 
subsidy of Rs 22,674 crore to the Food Corporation of India 
(FCI) for procuring and storing grains on its behalf. The Pun- 


son in procuring foodgrains for FCI. 

And then, there is the environmental damage being in- 
flicted on the land because of the single-minded focus on rice 
and wheat. The water table is dropping. The soil is getting 
saline. The costs of farming are, hence, going up. The upshot: 
food security has been attained, but huge distortions have 
been created too — ecological damage, substandard food- 
grain quality, lack of linkages to processors of farm output, 
waste of water and energy, and huge fiscal costs. 

It's time for a second revolution in agriculture — one that 
will encourage farmers to break their dependence on rice and 
wheat, try out new crops and work closely with companies. 

Punjabs farmers are once again in the vanguard of the 
coming revolution. The first serious steps to break Punjab’s 
debilitating dependence on two crops were taken about two 









ag - x > z és fe $ ; s i A < a —— : >" ` a as - 
m a 2 $ | t 
ps such as Hyola (mustard)... 


* = 


EN 


oo ` 
í SR De, w > š mbes atas 


$ k. F INS à 
md m u s 
Fte” f vj |; : - 
Ao, Sm 
i 5 


A on” ‘nal 


ot 












years ago. Chief minister Amarinder Singh appointed a com- 
mittee headed by S.S. Johl — who was chairman of the Com- 
mission For Agriculture Costs & Prices and vice-chancellor of 
Punjab Agriculture University and Punjabi University, Patiala 
— to see how other crops could be promoted. In July 2002, the 
committee's report identified one urgent need: to change the 
cropping pattern in Punjab. A million hectares under rice in 
the kharif season and under wheat in the rabi season had to be 
shifted to new crops, it said in its report. 

But how was this to be done? The Johl committee had sug- 
gested that the Centre give the state government Rs 1,280 
crore to fund a ‘crop adjustment programme’ In other words, 
farmers were to be given Rs 12,500 for every hectare on which 
they shifted to other crops. That would help reduce the risk 
they faced by shifting to crops without guaranteed prices. The 
Central government — faced with the prospect of similar de- 
mands from other states — shot down the idea. 

Meanwhile, another way to cut price riskis being explored. 
It is contract farming, a system wherein farmers are under 
contract from companies to produce crops for them at fixed 
prices. A tomato farmer, for example, will have signed a con- 
tract to sell his output to a ketchup manufacturer even before 
his crop is ready. His price risk will be squashed. 

The man who is at the centre of the project to reengineer 
Punjab’s agriculture is Himmat Singh, CEO of Punjab Agro In- 
dustries Corporation. He has been given a simple brief by the 
government: promote contract farming as much as possible. 

Himmat Singh has written a book Green Revolution Recon- 
sidered, which captures the experience of Punjab with the 
Green Revolution over the past 30 years. He, like many others, 
believes that it is time the farmers in his state diversify beyond 
rice and wheat. He seems to have the support of the state's po- 
litical establishment. The billboards along rural roads say it all: 
‘Punjabio di aas: Khethi Vibhinta Udyogik Vikas’ (‘The hope of 
Punjabis: crop diversification and industrial progress’). 

Punjab’s experiment with contract farming has made 
smart progress. From a base of 12,000 acres last year, the area 
under contract farming has increased to 225,000 acres in 
2003-04. While the growth rate will slow down, Punjab hopes 
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With a unique contract 
farming experiment, 
Punjab is trying to develop 
a diversified portfolio of 
crops that can compete 


with wheat and paddy. 
By Ranju Sarkar 


THE PROBLEM... 
Rice and wheat stocks 


a 26.04 





(Million tonnes) 





1992-93 2001-02 


Stocks are at March end 
Source: Ministry of Food, Consumer Affairs and Public Distribution 


THE PROGRAMME... — 
Contract farming needs corporate involvement to: 





e Identify high-yielding options that £ 
offer better returns than wheat & paddy 
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e Rope in buyers; provide technical 
help to farmers in a multi-crop programme 








è Build warehouses, cold storage 








High-yielding varieties of oilseeds (e.g. Hyola) 
can offer higher returns than wheat 


Wheat 


2.0 
6,200 
12,400 
2,000 
14,400 


Durum Wheat 


1.9 
6,700 
12,730 
2,000 
14,730 
4,650 
10,080 


Hyola 
1.0 
15,500 
15,500 
1,500 
17,000 
3,700 
13,300 


Yield (tonnes/acre) 
Price (Rs/tonne) 
Revenue (Rs) 
Straw income (Rs) 
Total revenue (Rs) 
Total cost (Rs) 4,650 
Profit (Rs) 9,750 
Source: Punjab Agro Industries Corporation 
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to double the acreage and has targeted 1 million acres in four 
years, which will be almost 10% of the state's acreage. 
What's interesting is that Punjab once had a diversified 
agricultural portfolio. Till 1947, Punjab had a foodgrains 
deficit. But between 1947 and 1966, it developed a diversified 
agricultural portfolio. In 1966, Punjab was growing not only 
wheat and rice, but also large quantities of oilseeds like mus- 
tard, soya and groundnuts. It had large horticultural tracts for 
citrus fruits, plums and pears. It had a flourishing poultry in- 
dustry, grew a variety of winter and summer vegetables, and 
was a large grower of maize, barley, cotton and sugarcane. “As 


a winter crop, wheat was one of the largest crops, but it was by | 


no means so cripplingly predominant,” says Himmat Singh. 
Today Punjab has begun looking at alternatives like 

oilseeds, linseeds, guar gum, barley, groundnut, mustard, 

potatoes, sugarcane and onions, which used to grow well in 


Punjab. Himmat Singh evocatively calls the process the “Re- | 


turn of the Natives”. “These are the native crops of Punjab. We 
used to always grow them and can grow them again,” he says. 

The Green Revolution technology has spread to these 
crops. So, you now have high-yielding varieties of barley, mus- 
tard, groundnuts, sugarcane, potatoes and onions. These 
crops require irrigation, but in lesser quantity than paddy and 
wheat. And the returns are comparable to the modern vari- 
eties of wheat and paddy. India imports oilseeds, pulses, 
legumes, maize and malting barley. “The combined bill for 
this is almost the bill for crude oil. So, it makes sense for the 
country to push Punjab back into growing things that it used 
to grow well — but of anew generation,” says Himmat Singh. 

Companies need to be active partners in the transforma- 
tion of Punjab’s agriculture. Within months of taking over as 
chairman of Punjab Agro, Himmat Singh began talking to pro- 
ducers, processors and input companies like Godrej Agrovet 
and Sukhjit Starch. “We welcome this, as we have been trying 
to do the same, but farmers were hesitant to collaborate di- 
rectly with us. The state can be a facilitator,” says I.K. Sardana, 
CEO, Sukhjit Starch. Right now, the company procures maize, 
its raw material, from states like Andhra Pradesh, Bihar, 
Madhya Pradesh and Karnataka. If the crop comes back to 
Punjab, it would save Rs 700 per tonne in transportation 
costs alone. 

North India has a set of processors that import bar- 
ley or oilseeds from other countries, or from other 
parts of the country. These processors had set up shop 
in Punjab because these crops were earlier grown in 
the state. More importantly, unlike the Green Revo- 
lution seeds, which 
were all in public do- 
main, the high-yield- 
ing varieties of all 
these new-old crops 
are in the private do- 
main. The private 
companies have the 
best seeds for maize, 
white mustard, yel- 
low mustard, barley, 
cotton, potatoes and 
onions. So, there are 


Himmat Singh, , 
chairman of 
Punjab Agro 
Industries 
Corporation, is 
leading the 


initiative 
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already a set of private seeds and inputs suppliers, and a set of 
private processors. “We thought this was an opportunity to get 
the farmer into the loop,” says Himmat Singh. 

Thanks to its climate, Punjab has three distinct growing 
seasons, which makes it possible for it to grow a wide variety of 
crops. But they have to be short-duration crops, which is pos- 
sible today. Thus, processing industries can work better in 
Punjab. For instance, many of the central Indian processors 
have to work on one feedstock; anything else they have to im- 
port to keep running year round. Punjab, for example, can 
provide three feedstock — rice bran, mustard seeds, sun- 
flower seeds — so that oil mills can run 365 days a year. A vari- 
ety of feedstock will also help them break-even faster. It's not 
that processors are flocking to the state; they will come once 
these crops are grown in significant numbers. “We get rice 
bran for 4-5 months. The rest of the year we are left with idling 
capacity. If oilseeds take off, we can have uninterrupted sup- 
ply of raw material,” says A. R. Sharma, president, Punjab Sol- 
vent Extractors Association, a body of 78 oil processors. The 
oilseeds production in Punjab has shrunk from 3.42 lakh 
tonnes in 1996-97 to less than 1 lakh tonnes today. 

United Breweries (UB) had set up a malting unit at Patiala 
as the region used to produce malting barley. But for years, UB 
has been sourcing barley from Rajasthan. The problem is it 
gets mixed varieties as farmers use all sorts of seeds. When it 
processes them, it faces problems as some varieties germinate 
earlier. “This makes it difficult to control the malting process,” 
explains S. Ganesh Singh, manager (barley R&D), UB. Now, 
UB has started sourcing barley from Punjab under contract 
farming, and is willing to pay a higher price for the desired 

quality. Ganesh can monitor the crop while 

a single variety is easy to process. So, UB 

is doubling its capacity and plans to set 

up anew plant. “Why would they want 

to get malted barley from Australia to 

Bangalore; they would rather malt and 
brew it here,” says Himmat Singh. 

But Punjab has to address many 
issues. One, it has to educate 
its farmers on the need to 

adhere to the quality 
which processing com- 
panies need. Two, it 
needs to get farmers to 
use specialised equi- 
pment. For instance, 

maize requires a 

deep plough digger 

and harvesting sun- 

flower requires a 

special combine. 

So, the state govern- 
ment is working with 
equipment makers to 
develop this equipment. 
Three, for the programme 
to become sustainable, it 
has to hit a critical mass of 1 
million acres under con- 
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ARABJIT SINGH of Dure, a vil- 
lage close to Ludhiana, has 
spent all his life growing pota- 
toes. And why not? The yields are 
high (100 quintals per acre) and it’s a 
highly remunerative business when potato prices are high 
(Rs 3-4 per kg). But ever since mandi prices crashed to 
Rs 175 per quintal, he has been struggling to make profits 
and has often even booked losses. In a bid to resolve this 
problem, last year Sarabjit enrolled into Punjab’s contract 
farming programme by setting aside 50 acres for sun- 
flower, 18 acres for basmati, 7 acres for maize and 6 acres 
for Hyola in three cropping cycles. Last year, for the first 
time, he shifted 18 acres from coarse paddy to basmati. 
The effort paid off. Sarabjit could sell the basmati at 
Rs 1,350 per quintal when the market rate was around 
Rs 1,100 per quintal. “The biggest problem we face is the 
uncertainty in prices. Whenever we have a bumper crop, 
prices crash and the 
crop goes for a toss. 
Contract farming can 
partly mitigate that risk. 
Besides, we have as- 
sured offtake,” says 
Sarabjit. Last year, he 
got hooked on to the 
programme when he 
grew sunflower on 
50 acres. In potatoes, he 
barely makes Rs 2,000- 
3,000 per acre as input 
costs are high. Com- 
pared to that, the sun- 
flower he grew earned 
him profits of Rs 9,000 


tract farming. To kickstart the process, Punjab has decided to 
partly bear the start-up costs of extension agencies like Rallis, 
DCM Shriram, and Mahindra Shublabh for the first year. 


The biggest barrier, of course, is the minimum support | 
price mechanism that is very strong in Punjab. “The farmer | 
| brings the produce to the market, he deposits it in a ware- 


knows that whatever happens, if he grows wheat and paddy, 
the government will buy it,” says a Punjab agro official. The 
biggest drawback of the scheme is that commission agents or 
artiyas, who are an important part of the agri-value chain, are 
not part of the scheme. “The farmer trusts him more as he ful- 
fils all his needs. If you want a loan from him, he will not ask 
any questions. On the other hand, a bank will ask for a collat- 
eral, while the commission agent gives credit against the 


crop,” adds the observer. The extension agencies and buyers | 


are finding it difficult to break this barrier. “The farmer is de- 
pendent on the artiya. If he has taken a loan from him, he’s 
forced to sell his produce to him,” says Subodh Shishodia, 
deputy general manager (agri-business), Rallis India. 


The other problem is enforcing the price contract as there | 


are opportunists on both sides. “Ifa farmer doesn't deliver or a 


buyer doesn't pick up the supply, there’s no mechanism to re- | 


What’s in it for 
the farmer? 
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per acre as input costs are low and 
prices were high at 

Rs 1,650 per quintal. Encouraged by 
good returns and likely higher prices, 
this year Sarabjit is planning to sow 


| sunflower in 150 acres. He had stopped growing sunflower 


after prices had crashed to Rs 700-800 per tonne a couple 
of years back. Assured offtake and higher prices have en- 
couraged him to grow more sunflower. Encouraged by his 
success, Sarabjit has now planted Hyola, a high-yielding 
variety of mustard, on 6 acres. Here again, he expects to 
net Rs 10,000 per acre as compared to the Rs 7,000 he 
would have made by growing wheat. Farmers like Sarabjit 
are slowly realising that growing wheat and paddy could be 


| unsustainable as the ecological costs are going up. Paddy, 


for instance, requires almost double the water as basmati 


| and also requires more fertilisers; excessive use of nitroge- 


nous fertilisers and pesticides is degrading the soil. And 
with these, the costs are 
going up. The water table 
at Sarabjit’s well has 
gone down from 15 ft in 
the 1970s to 40 ft. This 
has increased his diesel 
costs for pumping the 
water by nearly Rs 2,000 
per acre. 

Farmers like Sarabjit 
are willing to take the 
risks and diversify if the- 
re is a buying support 
such as in the case of 
wheat and rice. As he 
puts it: “Create markets, 
Punjab will supply” E 





solve the issues in a quick manner,” says Vikram Puri, head 
(business development), PAFC, Mahindra Shubhlabh Ser- 
vices. Also, it needs to create a warehousing receipts mecha- 
nism to help players hedge risks. The way it works is: if a 
farmer is not happy with the prices he's getting on the day, he 


house where it is weighed and checked for quality, and he is 
given a receipt which is bankable. Against that, depending on 


| the days market price, he gets refinanced. So, he achieves liq- 
 uidity without having to sell his produce. Three months later, if 


prices increase, he benefits. “You need a robust futures market 
in agri-commodities linked to a transparent warehousing re- 
ceipt and financing mechanism,” says Himmat Singh. 

These are some of the inevitable roadblocks. But the con- 
tract farming experiment, if successful, can change Punjab in 
many ways. Its entire agricultural economy can be over- 
hauled. Infrastructure reforms, too, could be more viable — 
you can enforce user charges for electricity, water or roads 
only if you can make the farmer capable of paying for them. 

Like in the 1960s, Punjab could well show the way for the 
rest of India. I Pal 
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Anil Khera 
- Nothing succeeds like success. - 
Promise, then 
perform. 
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Circa 1997. The year of launch for 
Sansui was also its year of reckoning. 
The brand came to India with a 
promise. The promise to offer to 
the consumers breakthrough home 
entertainment products, at the best 
price. Anil Khera, Director, Sansui 
India, recalls, "It wasn't the best of 
times. The Indian economy was 
ravaged by recession. Even the die- 
hard optimists had become para- 
noid." Undettered, like a rock in a 
storm, Sansui surged ahead guided by 
the single-minded vision - To win the 
hearts of the customers. 


Success 
story 


There's more to Sansui's success than 
meets the eye. Here's a brand born with 
Japanese technological know-how, has a strong 
presence the world over, and still believes that 
true sucess lies in winning the hearts of the 
customers. Read on to know more. 








No. 


The moment of truth. 





Suddenly, the market was abuzz with 
activity. A new brand has made its 
mark in the Indian market. Sansui. 
Discerning customers who were loyal 
to the competitive brands shifted to 
this emerging brand. New customers 
were chosing Sansui over the estab- 
lished players. "In the age of recession 


we saw a bright future ahead of 


us." Mr. Khera reminicenses. The 
company hasn't looked back since 
then. It has the genes, the drive, the 
will-power and the vision to be a 
winner. Mr Khera quickly adds, "We 
looked at our initial success as not the 
be all and end all. For us, it was but, a 
new beginning." 


Sansui. Success. 
Two different words. 
Same meaning. 


New technologies. 
New hopes. 


Sansui has its finger on the pulse of the 
masses. It knows that customer's taste 
keeps changing. Always on its toes, 
Sansui, didn't rest on its laurels. The 
will to bring to the market break- 
through innovative technologies is 
the driving force of Sansui. The 
innovations include 100 Hz digital TV, 
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Autosurf technology, the Flatotron 
TV, Smart-Eye technology, the TV 
with 1500 watts sound output, Jog 
shuttle technology, and more. This 
list, we believe, is a never-ending one. 


Hard Rock-21 
wa FLATOTRON TV | 











The TV with 1500 watts sound output. 
One of the fastest selling TVs in India. 


The sign of times 


to come. 


The year 2003, was a landmark year 
for Sansui. The brand was conferred 
the prestigious recognition - The 
No.1 brand in customer satisfaction. 
This is a reflection of the dedication 
and the well-coordinated working of 
the Sansui team. Also, playing a vital 
role was the staunch support of the 
distributors and dealers spread acr 
oss the nation. Hand in hand, with 
them, Sansui will continue to launch 
advanced products and grow from 
strength to strength. Our successful 
past and present stands proof of the 
future success. 
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HE penguins were all over 
town last month. First, 
Linux evangelist Jon Mad- 
dog Hall visited Delhiona 
trip sponsored by Silicon 
Graphics. A few days later, 
Matthew Szulik, chairman, CEO and 
president of Red Hat, the world's largest 
Linux vendor, addressed a 200-strong 
audience of chief technology officers 
(CTOs) on the merits of open source. 
The Linux brigade's continuous on- 
slaught on commercial software was 
evident as Szulik abandoned the crack- 
ling microphone during his speech: he 
blamed the bad audio quality on pro- 
prietary ware. 

But who says the king of licensed 
software rests on its haunches? Ina hur- 
riedly organised press conference at 
Delhi's Inter-Continental Ho- 
tel, Microsofts Asia-Pacific 
and Greater China CTO Pe- 
ter Moore presented slide 
after slide of data rubbish- 
ing Linux. “Linux is most 
susceptible fo virus at- 
tacks,” said Moore, as he 
paraded former Linux users 
before the audience. Ask fora 
copy of the two-hour-long presentation 
and the answer is a polite ‘No’. Instead, 





what is supplied is a 219-page dossier of 
Microsoft-sponsored studies on the | 
high costs of free software and why | 


commercial software makes sense. 


Microsofts anxiety in shadowing — 


Hall and Szulik is not surprising. The to- 
tal untapped IT market (software and 
hardware) in India is estimated at $3 bil- 
lion. The server market is growing at 


20-22% per year. Of these, 60,000 servers ` 
are sold on the Intel platform; all of | 


them can potentially be Linux-based. 
The market size for the high-end Unix- 
based enterprise class servers ts just 
3,000-5,000. 


Already enterprises are beginning to | 
shift to Linux-based systems. Take Life ` 
Insurance Corporation (LIC), which | 


opted for Linux for its 1,000 servers and 








sanaw Sy Mees 


ie dahit 





COPE 


slackware 


Lycoris =“ 


K: 
xandros 





Grapes, ASHISH SAHI 


25,000 desktops. (This is happening not 
just in India. A recent IDC study says ` 
that by 2006 Linux will be the dominant | 
server operating system around the | 


world and that Unix will become irrele- 
vant. Microsoft plans to launch a global 

campaign to educate people on the im- 
_ portance of commercial software.) 


A quarter of the servers shipped to | 


India run on Linux. So far, IDBI Bank, 
Madhya Pradesh Treasuries, Maharash- 


tra Land Records and Indian Railways | 
Catering & Tourism Corporation have | 
opted for Linux. Last month, Delhi's Tis — 


Hazari Courts shifted to open source. 
Sandeep Menon, Linux business man- 
ager (Asean and South Asia) at IBM, esti- 
mates that half of the enterprises in In- 
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dia use Linux in some form or the other. 
Red Hat, which has a 95% share of the 
Linux market here, expects the market 
to grow to Rs 200 crore in the next fiscal. 
“Today, the number of Oracle Tech- 
nology Network downloads for the 
Linux platform are the second highest 
after those for Windows,” says Oracle In- 
dias director (platform technology 
group) L. Gopalakrishnan. “Enterprises 
report 25-40% cost savings (on both 
hardware and software costs) when mi- 
grating to Linux from any platform.” 
Central Bank of India reported 30% sav- 
ings after it deployed Linux systems in 
its 3,000 branches across India. 
This low cost is the main reason why 
enterprises are shifting to Linux. In fact, 


for free 





most cost conscious users prefer Linux. 
It requires no licence fees and reduces 
dependence on a single vendor. Be- 
sides, because it’s an open source soft- 


Hat has a 60% share of the 
global Linux market. It recen- 
tly raised $600 million, which 


| will be used to expand the Red 


ware, users can always look at the code | 


and modify it to suit their requirements. 
Especially if they have strong in-house 
software teams to do that job. 

Whatever happened to the cult of 
Open Source? It lives on, but with nu- 


Hat footprint in India, China 
and other Asian regions. 
As vendors negotiate costs 


_ with individual enterprises 


merous shifts taking place within it. It is | 


these movements — represented by the 


growing number of Linux vendors — | 


that raises the all-important question: 
do the potential users of Linux know the 
real issues associated with it? For in- 
stance, how open is open source? Is it 
free? If yes, why do corporates pay for 
using it? If no, is it cost effective for en- 


terprises to migrate from Unix or Win- | 
dows to Linux? What about scalability, | 


security standards and ownership? 


How Open Is Open Source? 


It's open, but certainly not free. Any soft- 
ware whose code is available for users to 
look at and modify freely is open source. 
Linux is the best-known example. Only 
the core kernel of a software progra- 


mme is ‘open’, and can be downloaded | 


from sites like kernel.org. 


The kernel is the raw material to =+ 


which different vendors add value by 





writing applications to help you send | 
_ Linux. The desktop version of 


and receive emails, make Web pages, 
and create enterprise resource planning 
(ERP) packages and databases, among 


the utilities, customise the software and 
charge support and maintenance costs. 
So, when an enterprise opts for Linux, it 
pays Linux vendors for using the operat- 


and government depart- 
ments, there is no single cost 
point for open source prod- 
ucts. Red Hat charges 
Rs 14,950 per two servers and 
allows unlimited number of 
users, and Rs 74,950 for Red 
Hat Enterprise Linux AS (for 
database, CRM and other 
mission critical applications). 
While SuSe, a popular vendor 
in Europe, retails its enterprise 
version in India for Rs 51,000 
per processor (again with un- 
limited number of users). 
SuSe will announce its main- 
tenance costs soon. 

In contrast, Microsoft 
charges Rs 30,000 for the Win- 
dows enterprise edition for 
five users plus licence fees of 
Rs 3,000 for each additional 
user. Pricing is flexible, 
though, and is negotiated 
from client to client. Unix can 
cost 4-5 times more than 


Red Hat retails at Rs 3,250, 


| and that of SuSe at Rs 2,500. 
other things. Vendors like Red Hat write ` 


ing system. Says Moore: “Services plus | 


value-added commercial software is the 
revenue model of Red Hat.” 


What Do You Pay For Using Linux? 
Red Hat, SuSe (acquired by Novell last 


month), Debian, Mandrake, Gentoo | 


and Conectiva are some of the enter- 
prises that sell and support Linux. Red 


| 





| 


Institutional users like re- 
search labs and educational 
institutions don't even need 
to shell out that amount. They 
can download free versions of 
Linux and add utilities. How- 
ever, enterprises need to en- 
sure that the software is se- 
cure and scalable, and has 
updates available. Also, one 
needs to see if patches to plug 
holes are provided. For that, 
buying from established ven- 
dors makes sense. 


The 
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By Shelley Singh 


Red Hat's Szulik expects the Indian Linux 
market to touch Rs 200 crore next fiscal 
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E-Trade Financial had paid $12 mil- 
lion for 60 Sun machines to run its on- 
line trading website. But a couple of 
years ago, it replaced those with Intel- 
based servers running Linux for just 
$320,000. Boeing, Amazon and Google 
too have picked the low-cost Linux to 
run their servers. 


How To Migrate To Linux? 


A full-scale migration to Linux depends 


on many things. IBM’s Menon says: “Mi- | 


gration from Windows or Unix to Linux 
could be complex or simple depending 
on whether data is stored in standard- 
ised or proprietary formats.” Engineers 
need to port applications and costs (for 
hardware, software, networking, peo- 
ple, licence fees, etc.) can be high. 
“Migration from Unix to Linux is 
easier as both are similar,” says Anil Val- 
luri, director (systems engineering), Sun 
Microsystems. “There is openness at the 
Application Programming Interface 
(API) level. Windows API is different. For 


(migrating from) Windows, you may | 





have offered to indemnify cus- 
tomers if they are sued over use of 
Linux. US-based Open Source De- 
velopment Labs has a $10-million 
fund to cope with the legal issues. 
Few take SCO’s claims seriously. 
Says a CTO: “Someone should buy 
out the cash-strapped company 
and put a lid on the issue.” On its 
part, SCO wants to make money out 
of something for which there could 
be multiple claimants. w 





-Can SCO Spoil The Party? | 


HE enthusiasm to shift to Linux shows no signs of ebbing. A recent 
T= report says that sales of Linux servers grew almost 50% in the 

third quarter of 2003, compared with the same period last year. But 
the SCO (Santa Cruz Operations) Group could spoil the party. 

SCO Group claims that part of its proprietary Unix code is being used 
in Linux. Hence, Linux users should pay licence fee. The SCO Group is 
considering charging Linux users $96 per processor for rights to the Unix 
software. In all, there are about one million lines of code in the Linux ker- 
nel (of a total of five million-odd lines) which, SCO says, can be disputed. 
Interestingly, SCO’s Unix software is used in several versions of Unix, in- 
cluding IBM’s AIX, Sun Microsystems’ Solaris and HP’s HP-UX. 

Last year, SCO filed a $3-billion lawsuit against IBM, claiming it had 
illegally incorporated source code from the Unix operating system into 
its Linux software. SCO controls the Unix source code. 

Red Hat has already set up a $1 million legal defence fund to offer 
protection against challenges to open source software. HP and SuSe 





have to rewrite applications — look at 
the source code and reprogram it.” 
Besides the cost benefit of migrating 
from Unix to Linux, users can also re- 
duce their dependence on a single ven- 
dor. Currently, most companies use one 
of three main versions — IBM AIX, HP 
UX and Sun Solaris — though there are 
60 lesser known versions also available. 


Is The Future Bright For Linux? 


As Linux use becomes widespread, 
there could be worries regarding the 
ownership of the code. Szulik says: “I 
hope no one takes ownership of the 
code as it is in the public domain under 
the General Public Licence.” Already, 
the SCO Group has filed a lawsuit claim- 
ing licence fees from Linux users (See 
‘Can SCO Spoil The Party?’). 

A bigger concern could be stand- 
ards. Vendors adhere to Linux Standards 
Base (LSB), but will they do so in the fu- 
ture? Also, are different flavours of Linux 
compatible with one another? Usually, 
they are if the kernel version is the same. 

























Linux in court 


used in Linux 


Licence format is flawed 
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@ SCO claims proprietary Unix code being 


@ SCO wants users to pay licence fee 
@ SCO also says that the General Public 


@ Linux vendors ready to protect users 


@ Red Hat has a $1-million fund and the 
Open Source Development Forum has a 
$10-million fund to fight lawsuits 
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Microsoft's Moore has a 219-page 
dossier on the high cost of Linux 


Then there are service issues. “If 
there were problems, we had to do our 
own R&D to find out what was wrong,” 
says Hitendra Patil, vice-president 
(business development & operations), 
Central Depository Services. Patil re- 
fused to reveal the name of the Linux 
vendor that his company opted for. 

Some CTOs even fear that vendors 
may hike support price. IBM’s Menon 
believes that market forces will not let 
that happen — because the basic code 
is available to everyone, more vendors 
may enter the fray. In fact, IBM expects 
the licence-based revenue model (read 
Microsoft) to be replaced by a services- 
based one. Even if that shift does not 
happen in a significant way, Microsoft 
will still be compelled to drop product 
prices to fight the lower cost competitor. 
“Linux is still in the low end comput- 
ing domain. There will be 
lot of consolidation with a 
few financially viable ven- 
dors left,” says Mohan Kr- 
ishnan, CTO, Mphasis- 
BFL. What remains to be 
seen is if you can still get a 
good Tux for cheap. Else, it 
would go the Unix way — 
free and open to start with, 
but now the most expen- 
sive server operating sys- 
tem in the world. ™ 
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Customer 
Service is 


the best medicine 


Pharmaceutical companies 
discover services as a new way 
to build loyalty in patients 


GINA S. KRISHNAN 


= USTOMER loyalty can be 
Å highly unpredictable. Espe- 
° cially in a market like India 
where there's little difference 
| d between one generic product 
me and another. Pharma compa- 
nies, both big and small, have struggled 
to retain customers. For many years, 
they concentrated their energies on get- 
ting armies of medical representatives 
to call on doctors to prescribe their 
brand. The number of these medical 
reps ran into a couple of thousands. 

But even when doctors prescribed 
their products, the efforts of these com- 
panies were often ruined by the retailer 
or the chemist, who handed over substi- 
tute products to unsuspecting con- 
sumers. These were usually products 
where the chemist got margins better 
than those on the products prescribed 
by the doctor. 

But now pharma companies seem 
to have found a way out. They are build- 
ing services around their products. This 
‘Services Around Pharma’ model makes 
their product stand out in the crowd. 
And not just that, it helps build cus- 
tomer loyalty. The bonus is that the 
companies are also able to eliminate the 
villain in the chain — the retailer. 

Currently, five such projects are un- 





derway in the Indian pharma market. 

The first programme, Humacare, 
was kicked off by Eli Lilly two years ago. 
It was built around its human insulin 
product Humalin. Eli Lilly offers 24- 
hour customer care through email, a 
complete user kit with 80 disposable sy- 
ringes and a kit with cooling gel to carry 
insulin. Apart from that, it also brings 
out a quarterly magazine, Astha, which 
gives information on lifestyle changes, 
diet and disease management. 

In 2002, GlaxoSmithKline (GSK) 
started a programme around Zyban, a 
smoking-cessation drug in India. It was 
promoted heavily, with free patient con- 
sultation and a toll-free helpline. 

In June 2002, Novartis started a pro- 
gramme for immunosuppresant Neo- 
ral, which is prescribed to kidney trans- 
plant patients for life. In this case, the 
helpline keeps track of the medicine 
dosage and reminds the patient when 
the dose is due. This call triggers a refill 
order. This programme also keeps track 
of a brand switch, ifit happens; Novartis 
can then figure out why it happened. 

In October 2001, Aventis started the 
Joint Effort programme around Arava, 
its rheumatoid arthritis product. Aven- 
tis provides the loading dose (first dose) 
free of cost. The loading dose is a 100 mg 
formulation of Arava (subsequent doses 
range between 10 mg and 20 mg), which 
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offers patented 
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at a premium. 
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is not commercially marketed, but is a 
must for optimal efficacy of the drug. 
For a patient on disease-modifying anti- 
rheumatic drugs, liver function tests are 
mandatory for the first six months and 
are done free of cost. In case a female 
patient on Arava wants to have a child, 
Cholestyramine (for ‘washing out’ the 
drug) is also supplied free. In the Joint 
Effort programme, meetings with occu- 
pational therapists, physiotherapists 
and counsellors are organised at pa- 
tients’ homes and they are given advice 
on lifestyle and exercise. These counsel- 
lors get in touch with patients once a 
month. Trained psychologists also offer 
counselling to patients. Patients receive 
Arava Patra, a quarterly newsletter that 
provides information on rheumatoid 
arthritis. It carries exclusive interviews 
with the leading rheumatologists of the 
country and provides a platform for pa- 
tients to interact with experts. 

Aventis has recently launched the 
Wishbone programme for osteoporosis 
patients. “Since osteoporosis is not 
symptomatic, whether a patient is well 
or unwell, it does not really show. And 
most patients (tend to) go off the ther- 
apy in a couple of months,” says San- 
deep Bhattacharya, head (marketing), 
Aventis. So, to keep the patients compli- 
ant, Aventis devised Wishbone, a 
programme with a strong service com- 


2 Doctor diagnoses the 


3 Patient 
disease and offers 
options. Suggests 

the patient join the 
service programme 


ponent built in. It was launched after 
two years of pre-marketing research 
and was built around its osteoporosis 
drug Actonel. 


While Eli Lilly already has over 


50,000 patients enrolled with Hu- 
macare, Aventis’ Joint Effort for Arava 
has 5,000 patients. According to Aventis’ 
Bhattacharya, a few hundred patients 
have already enrolled for the Wishbone 
programme across the country in the 
month since its launch. 

Companies are rolling out Round II 
of services around pharma, which 
shows that this business model is taking 
root. Recently, Lilly started a sub-project 
called Humacare Junior, which is tar- 
geted at children with Type I diabetes. 

Corporates, however, are keeping 
the financial impact on their topline 
and bottomline tightly under wraps. 
Says Bhattarcharya: “The programmes 
are structured in such a way that pa- 
tients comply with the therapy and get 
complete benefit. The cost of the pro- 
gramme is borne by the company.” 
Ashish Srivastava, product manager (di- 
abetes), Eli Lilly, agrees: “Each kit costs 
the company about Rs 800. Humacare 
Junior is largely a philanthropic effort by 
the company.” 

But they have clearly gained as far as 
customer loyalty is concerned. For in- 
stance, the dropout rate in these pro- 


relationship 
management 
through a third 
party or a 
separate division 
of the company 


ae 


Lab services 


4 Intermediary provides the 
above services to the patient 





grammes is less then 2% for Eli Lilly. In 
the case of the Joint Effort programme, 
Aventis was able to cut its switch rate by 
15% over a year. For products with 
generics in the market, the switch rate 
could be more then 50%. 

So what's in it for the patient? “ 
enrolled in the (Wishbone) 
as I felt that osteoporosis was a serious 
problem and it would certainly help if 
somebody cared enough to remind me 
of my dose,” says Mamta Grover, a pae- 
diatrician, who suffers from osteoporo 
sis. Before the diagnosis, Grover suf- 
fered from various illnesses and went 
through a period of ‘rebellion’ against 
medicines. But a nasty fall resulted in a 
gash on her forehead and she had to go 
in for a bone mineral density test. This 
revealed a high probability of fracture 
due to osteoporosis. Grover promptly 
joined the Wishbone programme as she 
felt that reminders about dosage, the 
helpline and the exercise and diet con- 
trol instructions were useful. 

The service, however, comes at a 
cost. Wishbone, for instance, is the 
costliest treatment in the category in In 
dia. While a competitor's brand Os- 
teophos (70 mg) costs just Rs 40 a tablet, 
the price of Aventis’ drug Actonel 
around which Wishbone has been 
structured — is Rs 500 per tablet 
(dosage: a tablet a week). The year-long 


[ got 


programme 
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Wishbone treatment costs ov 
Rs 24,000 whereas for Osteophos it 
comes out to just Rs 2,000. Similarly, ] 
Lilly's Humalin costs Rs 145 for every 10 
mg vial against Rs 129 a vial for the 
Wockhardt insulin. Each pi 
r. But the rate 


into 


tient needs 
18 shots a vea at ati 


tients are enrolling these pro 
grammes shows that those who can a! 
tord it clearly see value for their mones 

But the services model has its limita 
product 
Xs high 


cost and high-value products become 


tions. For one, it applies to 


meant for chronic illnesses. 


eligible for support services, pharma 


companies will want to retain loyal pa 
tients. It is not so successful where the 
dosage is not! nandatory for exan 


ple, GSK’s progr 


cessation drug has not succeeded. The 


imme for its smoking 
motivation to be on the programme has 
to come from the smoker. In fact, pro 


motion of Zyban has been drastically 


cut down. The model is not 1 nique to 


India though — similar programmes are 
run by pharma companies around 
drugs for chronic care patients in the US 
and other parts of the world 

Eli Lilly, 
Humacare project very closely. It is also 


for one, is examining the 
working on a similar project for its yet 
to-be-introduced bone-building prod 
And thi 
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Singapore 
Police is 
doing | 
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command 
and x 
control 
structure, 
and using 
KM 
concepts 
instead 
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Singapore’s 
thinking cop 


HE last century was the era for | 











manufacturing. Techniques of 
modern day manufacturing began 
with the assembly line; then its 
high point came in the post-1970s 


era of Total Quality Management and, later, An- | 


ticipative Management. As we move on to the 


service-driven economies of the 21st century, | 


the next frontier is Knowledge Management 
(KM). It is to the 21st century, what Quality was 
to the later part of the 20th. People like Nonaka, 


Thomas Davenport and Thomas Stewart are | 


beginning to shed light on this subject that is 
part science, part art and part witchcraft. 
Last month, I went to attend the Asian 


| Knowledge Conference in Singapore to learn | 


more about the subject and, importantly, to see 








what others are doing in this area at a ground | 


level. Though the concept of KM has been | 
around for a while, unlike Quality, for the most _ 
part it is still being explored. Real life managers | 
_ for them. Now, instead of singing by the road- 


look at it with more curiosity than respect. 
The Singapore Conference was an eye- 


opener for me. It drew the usual mix of rhetoric _ 


peddlers — from academicians to corporate 


soothsayers. But the high point was a presenta- | 


tion by an officer from Singapore Police Force. 
He explained how Singapore Police is reinvent- 
ing itself, using the core principles of KM. The 
traditional police organisations are based on 
command and control. But the evolving nature 


of law and order management requires them to | 


deconstruct hierarchy. Faced with the need to 
make the beat policeman effective, the Singa- 
pore Police is embracing concepts like ‘servant 
leadership’ and ‘communities and systems 


think. I fell off my chair. The presenter went on | 


to offer three memorable case studies. 
In the first, he showed how a lending racket 


by the Chinese gangs was busted using KM | 


concepts. Crime investigation is now using a 
cross-disciplinary approach. The gangs use 
computers for tracking and moving funds, and 
force and intimidation for extortion. So investi- 


gation involves cyber experts along with tradi- | 











tional detectives. Singapore Police realises that 
the future of crime investigation, therefore, 
must look like ‘communities of practice’. 

The next was a case study on migrant Thai 
workers. They leave families behind, work in 
Singapore and congregate during weekends. In 
the past, they used to be noisy, got drunk and 
left the place littered with garbage. Complaints 
poured in from angry residents. Faced with the 
situation, the police put their thinking caps on. 
Systems Theory told them that use of force to 
evict the squatters would just shift the problem. 
The concept of KM begins with creating ‘com- 


_ munities of practice’ So, instead of using force, 


Singapore Police invited the Thai workers, ex- 
perts and neighbours to a series of discussions. 
Soon they recognised that the need to congre- 
gate and express themselves was a natural 
process. So, the police worked with the stake- 
holders, arranged for an alternative place for 
the Thai workers and helped create a platform 


side in scattered and inebriated groups, the 
workers have a podium, get bands to perform 
and set up food stalls. Corporate sponsorship 
arrived for litter removal. But Singapore Police 
has not stopped there. During the outbreak of 
SARS, it realised that the use of KM principles 
for solving known, definable problems is no 
longer the issue. Organisations will need to use 
KM to cope with the unknown also. So the con- 
cept of quarantine was suggested, based on the 
knowledge that in situations involving total 
chaos, you have to begin by imposing order. 
Some order, any order. This was because no 
one knew what SARS was, how long it would 
take to come out with a remedy and in what 
ways it would cause havoc to lives and the na- 
tional economy. Meanwhile, you buy time to 
figure out sustainable solutions, or the problem 
may get solved by itself. Sitting amidst a corpo- 
rate audience that assumes management con- 
cepts to be the purview of either academicians 
or the private sector, I was humbled by the 
thinking cop and his message. ‘wi 
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vogue 


India learns 
Victoria’s secrets 


ERICA NELSON 


HE sexual revolution is playing 
out in underwear drawers of 
Indian women. Auntyji wants 
to be sexy. She's buying candy- 
coloured panties and a 
brassiere that doesn’t pinch. 
Teenagers are being adventurous. They 
sift through red, lacy, B-cup bras in out- 
door underwear shops, unabashed. 

According to KSA Technopak, 
women's innerwear is the highest grow- 
ing apparel item across income groups. 
Exclusive lingerie boutiques have 
popped up in the metros and more are 
in the offing. Lingerie sales have shot up 
by 12% in the past five years due to a 
new awareness of intimatewear. 

Everyone seems to be benefiting 
from this spurt in demand. Sachin 
Gupta’s BodyCare started producing 
underwear with three 
sewing machines in a liv- 
ingroom in 1992. The busi- 
ness grew at about 100% a 
year and the company now 
makes around 25,000 
pieces a day. Satpal 
Narain’s underwear stall in 
a busy Delhi market has 
seen such a boom in sales 
that he can finally afford to 
buy a proper storefront. 
Brands like Vanity Fair, Tri- 
umph and Lovable have 
jumped into the market. 
And textile manufacturer 
Gokaldas Images has tied 
up with a French lingerie 
company to produce and 
market Enamor, a brand 
exclusively for the Indian 
market. 

Despite the domestic 
growth, the roughly $400- 
million Indian industry 





DILEEP PRAKASH 


As necklines fall, demand rises. 
Can Indian lingerie make the cut! 


contributes a small percentage to the 
global lingerie, hosiery and innerwear 
market. According to industry reports, 
retail sales in the US alone are up to $14 
billion. China’s underwear industry was 
worth $10.9 billion in 2002, having 
grown from $6.04 billion in 2001. Rising 
lingerie imports of Western nations are 
an opportunity, but India has yet to 
catch up with its Asian neighbours, not 
to mention the rest of the world. 


Fitting India 

When Gokaldas Intimatewear started 
developing Enamor, their first concern 
was good fit. Enamor surveyed and 
measured 4,000 women across India. 
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They found that 80% of Indian women 
wore ill-fitting underwear. In India, bras 
were produced only in B and C cup 
sizes, though Enamors research found 
that most Indian women needed A or D 
cup sizes. Something had to be done. 

Today 70% of the lingerie market is 
unorganised. But that could change 
with the rise of malls and quality-con- 
scious consumers. For instance, Lov- 
able's growth of 20% last year was aided 
by new retail space. “The retail environ- 
ment was not conducive before,” says 
Reddy. “We did not have enough space 
to display our products to the target 
market. Now they (lingerie stores) are 
cropping up thick and fast.” 


Have your underwear and eat it too: cherry-flavoured underwear at La Lingerie in Delhi 





There are no prominent national 
players yet, as branded products have 
such a small share, but competition is 
heating up. Lovable’s director Ashok 
Reddy reports a 40-45% marketshare in 
the premium market at Rs 275 for an av- 
erage bra. Enamor, targeting the same 
premium market, declined to discuss 
sales but said they were “encouraging”. 
And though BodyCare distributes na- 
tionally, its stronghold is the North, 
where it reports a 25% marketshare. 
Groversons, another regional brand, is 
considered the largest in the North. 

Everyone predicts fast growth, espe- 
cially for branded products. KSA Tech- 
nopak associate director Harminder 


Sahni says as more brands come in, the | 


premium segment’s growth will 
hold while the rest of the industry 
could attain 9% growth. 


The growth of the industry _ 


i 


has created space for a serious _ 
lingerie publication. In 1998, | 


Suman Nathwani showcases her cre- 
ations in fashion shows across India. 
She has had problems with modest 
models in the past. “They don't want to 
show the panties,” she says, adding that 
the top models “know the difference be- 
tween sensuality and sexuality.” 

In fact, four years ago, no model had 
ever walked the domestic ramp to show 
off underwear. In 2000, Manocha or- 
ganised a lingerie trade show, Body- 
Wear, to help legitimise his magazine 
and the market. The fair brought the 
first lingerie fashion show to India, dis- 
playing top European brands on Indian 
models. This February the show is en- 
tering its fifth incarnation in Delhi. 

For 2004, BodyWear has 60-70 inter- 
national manufacturers. In each fair, 
Manocha holds technology seminars 
on bra design, an area where India is lag- 
ging. “Lingerie is one of the most techni- 
cal garments to produce,” he says. Atyp- 
ical shirt has about 8-10 operations in its 


Women's innerwear industry: Rs 2,000 crore 
Growing at an average rate of 12% 


Segment 


Sanjay Manocha started Indias first lin- 
gerie and innerwear trade magazine, 
Lace N’ Lingerie, after his lingerie ads 
were dumped by newspapers that didn't 
want to carry pictures of half-naked 
models. 





Yet there's a long way to go for the ` 
women’s underwear industry. In men's ` 
underwear, branding plays a big role. | 
But for ladies, if a bra looks good and fits | 


well, it will be bought regardless of the 
brand. The men’s underwear market is 
actually larger than the women's, 
though, on an average, women own six 
pieces of undergarments and men own 
four. This is because women’s innerwear 
doesnt reach all 


rural markets. | 


Manocha says: “If you're not reaching f 
the rural population, you can see the ` 


kind of market that needs to be tapped.” 
An Awkward Adolescence 


Today, lingerie and sleepwear designer | 





pak estimates 


š 
š 


manufacture whereas a bra can easily | 
95% of his products are 100% cotton, 


have 13-40. 


India gets only a small share of the | 
export manufacturing pie. And that is | 
because of several reasons: factories | 
_ don'thave the technology, workers don't | 
have the training, and the supply chain | 
is not complete. Most Indian fabrics are | 
not up to the global standards, and | 
many manufacturers have to import _ 
both cotton and manmade fabrics with ` 
_ them. He wants to focus on the domes- 


high duties from countries like China. 


Other governments, such as those of | 
Turkey and Bangladesh, have already | 
spotted the potential and are actively ` 
promoting the innerwear industry. ' 
Many Asian countries are beating India 
in the US, the world’s largest clothing ` 
_ importer. According to the US office of - 
_ Textiles and Apparel, in 2002 the coun- ` 
_ try imported 198,094,426 dozen pieces ` 
_ ofcotton underwear. India’s share in this 
was a paltry 2.36%. In bras using man- ` 
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made material, the US imported 

7,676,800 dozen. While China had 32% 
of these, Indonesia had 10.5%, Even 
Bangladesh bagged 1%. However, India 
managed a meagre 0.65%. 

Despite all the lingerie industry's de- 
ficiencies, BodyCare's Gupta believes 
that India can compete abroad ifit sticks 
with its strength — cotton. He says that 


while the rest are cotton blends. Big 
players like China and Turkey dont have 
as strong a cotton sourcing market as 
India, so he thinks that companies seek- 
ing an edge should emphasise products 
with the natural fibre. 

Dharam, Suman Nathwani's hus- 
band and business partner, gets inter- 
national orders but isn’t keen on taking 


tic market because he feels it is virtually 
untapped. When (and if) the Indian 
market really takes off, he predicts that 
premium lingerie alone will become a 
Rs 2,000-crore turnover industry, 

With such high expectations, he's 
decided to stay at home. Especially 
when there are roughly half a billion 
women who are, maybe, just maybe, 
waiting to put on a red velvet push-up 
bra and get downright sexy. = 
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HY do you want to talk about the past?” Captain 
Dinshaw J. Dastur asks. “Why dont you write 
about the future instead?” For his future, Dastur 
has a mission. He wants to provide water to 
every single Indian through his Garland Canal 
Scheme. This scheme is the precursor to the 
prime minister's current dream — of inter-linking rivers 
across the country. 

The Garland is a plan to create large water bodies (think 
electricity grid) and a series of canals (think electricity trans- 
mission lines) that will store and forward water from areas that 
have plenty of it to areas that dont. Dastur is not a ma d scien- 
tist, though his passion may lead you to believe that. He points 
out that this is not a hare-brained scheme thought up by 
someone so old you won't trust him with his own house key 

At 91, Dastur’s vitality would give most people a complex. 
He stands erect, and has 20/20 vision — hardly the stereotype 
of a ‘frail old man’. His typical breakfast at the Cricket Club of 
India’s lawns consists of a bowl of cornflakes with milk and 
honey, a double egg omelette 
and a small bowl of chopped 
green chillies to go with it, two 
buttered toasts, a glass of lime 
juice and two bananas. “I like to 
have a good meal,” he says. In- 
deed. Taming the wild rivers 
should never be attempted on 
an empty stomach. 

Ithas been alongjourney for 
Dastur. After getting his engi- 
neering degree from Victoria Ju- 
bilee Technology Institute, Das- 
tur procured a commercial 
pilots licence (CPL) and later 
became an air force captain 
during the Second World War. 
He was wounded in the battle 
following Japans attack on 
Burma. The injuries were minor 
though. “The bullet went right 
through my body without 
harming any of my organs,” he 
says. Soon after the war, he 
founded an air transport service 
using war surplus Dakotas. 
Eventually, in 1955, this service 
became Ariana Airways, the na- 
tional airline of Afghanistan. He 
has also served the government 
as a civil aviation consultant 
and set up oil and textile mills in 
Mumbai. He has, in his own 
words, “mastered over 40 disci- 
plines in a lifetime’. 

Yet, through all this, his heart 
was set on just one thing — the 
Garland Canal project. Dastur 
had mooted his scheme for v 
ter conservation 30 years ago. 
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However, he can trace the roots of his mission back to when he 
got his CPL. “I have worked on this mission for nearly 70 years 
now,” he says. Flying over the Gangetic plains during the 
floods opened up anew vista for Dastur—he saw opportunity 
where others saw threat. He discovered that a large chunk of 
the population wasn't getting any water even as there were 
widespread floods in nearby areas. This led to the germination 
of the Garland Canal Scheme, and the search to finda perma- 
nent solution for the Gangetic floods. Little did he know then 
that things would be no different 70 years later. 

He set out examining the river flows, the mountains, the 
soil and the canal systems for over 20 years and finally laid out 
an ambitious plan. Though he doesn't disclose what he has 
personally spent on the project, a report in the Mid-Day reck- 
ons that “nearly Rs 5.36 crore has been spent by Capt. Dastur 
on remote-sensing information by Telstra”. 
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Once he had his plan ready, he presented it to all who were 
interested. In 1975 R. Buckminster Fuller, the world- 
renowned technocrat-philosopher and inventor of the geo- 
desic dome, got him an invitation to speak on the Garland 
Canal Scheme to the prime minister. Indira Gandhi was suit- 
ably impressed, claims Dastur. By 1977 the scheme gained 
considerable interest elsewhere too. J. T Panickar, formerly a 
professor at the Indian Institute of Technology and a world- 
renowned expert on water resources, examined the scheme 
and concluded it was feasible in all respects. Dastur presented 
the project at the United Nations Food and Agricultural Or- 
ganisation summit the same year, where the scheme was ac- 
knowledged as the only solution to solve India’s water re- 
sources problem. The World Bank immediately pitched in to 
aid the project. Following this, Morarji Desai decided to take 
matters in his own hand and asked Dastur to report directly to 
South Block. “Morarji Desai was very keen on the Garland 
Canal project and took a personal interest in it,” says Dastur. 

However, the Central Water Commission (CWC) was not 
impressed, dismissing the project as “technically unsound”. 
When Morarji Desai was eased out of power, with him went 
Dastur’s hopes of executing the project. Until last year. 

Much like the Phoenix, the Garland Canal scheme is rising. 
According to Dastur, President A.PJ. Abdul Kalam has decided 
to revive the scheme. Dastur applauds the President's scien- 
tific bent of mind. “The President has promised to take a look 
at the scheme very closely,” he says. He is full of hope, and is 
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busy these days with meetings in Delhi and Mumbai. 

How then, will the relentlessly pursued scheme work? The 
Garland Canal scheme uses a ‘herring-bone’ structure, where 
the river represents the spine and the canals will be the bones 
emanating from it. The canals will transport the water to 
where it is needed without changing the course of the river. 

This part of the scheme is also its weak point, say detrac- 


tors. Water, especially basin rights (the right to remove water | 


from a riven, is a state subject. To remove water from one river 
and transport it somewhere else, regulations have to be 
changed so that basin rights rest with the Government of In- 
dia, which can then choose to shift the water. 

“Mr. Dastur has not taken into account the huge amount 
of land that will be required for transporting the water across 
states,” says M.S. Bisaria, former member of the CWC. “There 
is an immense amount of land required (for the project) and 
what this also implies is the making of a huge political tussle 
between states.” The task of requisitioning land and getting 
basin rights moved to the Central list can be more difficult 
than one imagines. Karnataka farmers are more likely to give 
up their ghosts than the Cauvery waters. 


Even if the political issues are solved, the exact mechanics | 


of the scheme are complicated. The first 
phase of the scheme involves building a se- 
ries of check dams across rivers as they flow 
down from the mountains, to get them to 
cascade along the mountain slope. The 
check dams retard the force of the water and 
offer a chance to generate hydel power. The 
next phase consists of building a ‘neveaustat’ 
— a holding structure about 48 km long, 1.6 
km broad and 100 ft deep — across the river. 
These structures will have a storage capacity 
of nearly 2 million-acre feet (MAF) of water 
and will allow for a three-way transfer of wa- 
ter, creating pondages and allowing the river 
to carry on its natural course. 

But here, the technicalities get murky. Bisaria says: “Silta- 
tion will be a problem. Since the holding structure will be used 
only when the river has enough water (Le. when it is in spate) 
and will be built far from the origin of the river, river water will 
pick up tonnes of silt. This can reduce the depth of the struc- 





_ What Dastur's plan offers 


| @ No displacement of villages and people x 
e Controlling surface flow of water — doesn't allow too much loss to the sea ` 
è Doesn't change the natural course of any river : 
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ture and cause flooding.” The only way to reduce siltation isto | 
reduce the flow of water, but that will be hard in a river thatis | 
rising and is in full spate. Dastur says his scheme tackles this | 


problem by taking the holding structure closer to the foothills 
rather than the plains, which is where siltation takes place. | 


“Water stored in canals will be fresh and free of silt,” he says. 
Dastur believes that ‘garlanding’ the rivers is the only way 
to go. He thinks rainwater harvesting cannot solve the coun- 
try’s water problem. It could make a difference to a few villages 
and small towns, but not the whole country. Further, Dastur 
maintains, “The inter-linking of rivers will provide water for 


the next 100-120 years only. What after that? These are very | 
young rivers that are being linked together, and they will go | 
dry much before their lifetime.” The Garland scheme should 

x outright. Now that President Abdul Kalam has taken a keen 


sustain for at least a thousand years, he claims. 
Why does he believe his scheme is more potent than the 
inter-linking of rivers? For one, he says, there will be no dis- 


| 
| 
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placement of villages. He also reckons that merely interlinking 
rivers without any accompanying canals will lead to water 
waste, as the river flow to the sea will actually increase. His fi- 
nal salvo: “The inter-linking of rivers is purely a scheme made 
to benefit various bureaucrats and politicians.” 

The scheme, in its entirety, will help in conserving the 


_ country’s surface water flow, which is about 1,500-1,800 MAF 


annually. That’s significant, considering that the country’s an- 
nual water resource mobilisation is 700 MAE This, says Das- 
tur, will solve the water requirements at a cost (which he can't 
put a finger on) substantially lower than what inter-linking 
rivers would require because it isn't as material- and labour- 
intensive. “At least 10 lakh people were displaced by the Sardar 
Sarovar project. Medha Patkar has assured me that they willbe 
more than willing to work on my project,” he asserts. 

Dastur also goes into realms seldom visited by policy mak- 
ers. He claims that the country will see climatic changes ifthe 
Garland Canal Scheme happens. He says: “There will be a 
huge volume of water that will be stored in the canals. With the 
sun beating down on it, it will lead to the formation of rain 
clouds and there will be a light shower practically every day.” 

Much money is needed for such a project. Dastur has that 





è Provides a water source that should sustain for a thousand years at least | 
Where it could fali short: | 
@ Sketchy engineering plan | | 
@ ignores political ramifications of water issues | 
@ Requires huge amounts of land across states — governments would be 


loath to give up that kind of land 
@ Huge likelihood of silt accumulation in the canals 
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figured out — his Bullion Certificate scheme plans to “tap the 
hibernating wealth of the country”. An Act of Parliament will 
set up a government authority, which will allow investors to 
secure their bullion wealth with the authority. The certificates 
will be tradable in the market for the price of the day, and earn 
interest. He reckons his scheme will restore investors’ faith in 
the government. “There should be no questions about where 
the resources are procured from. We are sitting on this huge 
pile of resources that aren't being used at all,” he says, suggest- 
ing black money be converted into legitimate resources. 
Beyond the politics and the plans, one cannot help but 
wonder what has sustained him all this while. It is difficult to 
elicit an answer, because he is still looking at the Garland 
Canal Scheme asa work in progress. Dastur says: “It is my mis- 
sion that every single one of my countrymen gets clean water 
for a lifetime.” In the midst of all the disappointment, he kept 
networking and persevering, and has gained support from a 
lot of well-wishers. Much water has flowed into the Arabian 
Sea and the Bay of Bengal since the CWC rejected his scheme 


personal interest in his project, it could be a watershed in Cap- 
tain Dasturs life. s 
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Is 2004 the year 
of mobility? 





Mala Bhargava is with 
Cyber Media and edits 
Living Digital. 

You can email her at 
malab@cmil.com 


“My car’s 
crawling 
just as it 
does 
everyday, 
but my 
Internet 
access 
isn't: I’m 
connected 
at well 
over 70 
kbps on 
my CDMA 
phone” 











Y car has slowed down in 
traffic and my column is 
abysmally late, as usual. I’m 


x 
x 


writing this in a supreme | 


hurry while being driven to 
work. So I check up facts online, answer the oc- 
casional useful-looking mail as it downloads in 
the background, and listen to BBC7 netcasts — 
inveterate multi-tasker that I am. 


rush-hour traffic after the Republic Day week- 
end. My cars crawling just as it does everyday, 
but my Internet access isn't: I’m connected at 
well over 70 kbps on my Reliance phone. All I 


have to do is whip out my notebook, plugin the | 
| tech companies, will filter down and enter 

Laptop users in India finally have a way to | 
connect on the go. Wi-Fi passed us by, and | 


phone, press connect and I’m on. 


while you could connect over the good old 


GSM mobiles, Airtel, Hutch and others dis- | 
| sighted blockade of Wi-Fi, you can still use the 


couraged you with the way they priced their 
data services. The loss is theirs. Like me, many 
laptop users are discovering Code Division 
Multiple Access (CDMA) data connectivity at 
40 paise a minute, anywhere in India. 

Three days ago, our publications group held 
a tech conference in a remote South Goa beach 


| 





resort. One hundred CIOs had to go without | 


email or connectivity — except for those who 


had laptops and Reliance phones. A singlesuch | 


phone, connected to a laptop with Wi-Fi, pro- 
vided access to a dozen other wireless laptops 
in the room. 


somewhat. But it will still work, and there will 
be competition — from Tata, MTNL and oth- 


ers. In fact, you might say 2004 will be the year | 


of mobility and wireless connectivity for India. 


According to a Voice&Data survey, seven out of 
10 new phone connections were mobile last 
year. Delhi already has more mobiles than 
landlines. The survey predicts that mobiles, 











which are just nine years old in India, will over- 
take the 100-year old landline system across 
the country by 2007. That is remarkable. 


| Laptops 


So far, laptop sales are just 2% of the annual PC 
sales, between 2 million and 3 million, and the 
number of laptops is just 1% of the 10 million 


| PCsin India. But now there is a range of models 
The big news is not the Delhi-Gurgaon | 


in the cheaper 40K-70K priceband, and the 
duty on laptops in personal baggage will be cut 
to zero. There's Wi-Fi too: cheap wireless con- 
nectivity is built into newer laptops, and Wi-Fi 
hotspots are coming up. So laptops, once the 
prerogative of senior management in MNC 


small offices and homes. 


Wireless 


While the government continues its short- 


basic 802.11b Wi-Fi standard indoors without a 
problem. What's new in 2004 are products so 
cheap that you can Wi-Fi-enable your house 
for less than Rs 5,000. All you need is a simple 
DSL Internet connection and a Wi-Fi router 
such as that from Linksys (Rs 4,700). 


Broadband 


Even though traditional ISPs have died out, 
phone companies are offering cheap Internet 
services. MTNL was the first. Now, with compe- 


| tition from Bharti, Reliance and others, MTNL 
As more people discover this and Reliances ` 
network clogs up, mobile life will slow down | 


and BSNL have rapidly dropped prices and are 
offering cheap 128-kbps DSL connectivity over 
your home phone line. Bharti’s TouchTel, for 
instance, charges Rs 995 a month for the full 
connection, including phone charges, 24-hour 


| broadband Internet access, etc. You can even 
| rent the DSL modem for Rs 99 a month. 


Mobile gadgets like digital cameras, MP3 
players and wireless printers are all available 
and will hopefully get cheaper this year. 

This will make a digital lifestyle in the post- 
PC era of technology, for 2004 and beyond. W 
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BW Jobs 


Finance” 


«india Accounting Manager 
=: Intel Technology India Pvt Ltd., - - Bangalore 
= CA with least 6 ya arparianca 


oda / Anst Manager - EON Fanta 
_ Cant of Fact Personnel PY Lid, - - Mumbai 


CAWR Z yt experience 


arae Tatin a E — platform for MBAs 
AI IOWA with 3-4 yrs experiance and Engineering 


> An online campus 


recruitment 


` Graduates 


x dle Training Mansoa ` wee + Resume reaches 
. x Cane ind Pa Pa Lid., over fooo campus 
u MBA / PGDBA with 3 - 5 m recruilers across 
-= experience C ada 


2 HR Manager oe a 

Client of Check & Cash fee} 200d-baich 

< Manpower Consultants = . | | 
-Ahmedabad / Nasik students register 
MBA / PGDBA with 5 ys for this specialized 
experience ; 


Employer Reimbu sement 


-Specialist 
Client of Spectrum Placements 


service, today! 


Graduate with 3 yrs experience 
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We are India's largest tyre company 

with a turnover exceeding Rs. 2600 crores 
per annum. Innovative and focused marketing 
coupled with fine tuned strategies has been 
the hallmark of our success. 


We invite competent professionals to join us as: 
Product Manager 


The position, part of our Corporate Marketing team, 
will be in the senior management cadre. 
Responsibilities will include market research, 
prospecting, generation of demand, tendering, 
costing and pricing, commercial negotiations, 
execution of orders and after sales service. 


Candidates should be Post Graduates in Business 

Management from a reputed institute with 8-10 years 
of relevant experience including Brand Management, 
Product Development etc. in durable/FMCG products. 


Candidates should have excellent verbal and written 
communication skills, with good interpersonal and 
influencing capability. 

Age-Around 35 years. 

Position will be based at Chennai at our Corporate Office. 
Our compensation package would be commensurate 
with the merit of the individual and is designed to 


attract the best talent in the industry. 


Please apply in confidence within 15 days to: 





senior General Manager - Human Resources 


MRF Limited, 
124, Greams Road, Chennai 600 006. 











BROWSING 
Uday Singh 
MD, Columbia Tristar 


I am reading YOU ARE ONLY AS 
GOOD AS YOUR NEXT ONE by Mike 
Medavoy. The book is about 100 great 
films, 100 good films and 100 films for 
which Medavoy, as producer, should 
be shot. He has worked with the 
biggest Hollywood studios and gave 
the go-ahead for some memorable 
films (Apocalypse Now and Philadel- 
phia). He headed Orion till it went 
bankrupt and now works with inde- 
pendent producers. The book is so 
much fun and learning because this 
man has worked with the likes of 
Steven Spielberg and Francis Ford 
Coppola. My reading varies a fair bit. 

I mostly read business books, but 
don't get time for fiction. a 


ALERT 


Bombay, Meri Jaan 


Edited by Jerry Pinto and Naresh 
Fernandes (Penguin Books) 


WHAT amazes you is 
the fact that one city 
can evoke a gamut of 
reactions. That’s the 
magic of Bombay. From 
the ‘Englishman’ V.S. 
Naipaul to the earthy 
Saadat Hasan Manto to the cyni- 
cal Nissim Ezekiel to the suave 
Pico lyer to the irrepressible 
Khushwant Singh — all have a 
tale to tell. But a common thread 
binds these myriad anecdotes. 
Love it or loathe it, you can’t re- 
main indifferent to Bombay, 
oops, Mumbai! Though some of 
the writings meander from their 
course, nonetheless it’s a good 
buy for some rare vignettes. W 











PADMA DAMODARAN 


HAT would you do if you 
were asked to take over as 
CEO of Tyco Interna- 
tional? Reject the offer be- 
cause you do not want to 


pany that was responsible for shaking 
the confidence of millions of investors? 
Or see it as a challenge in resurrecting a 
business that is essentially strong? Ifyou 
were Edward Breen, you do the latter. 
Breen was chosen to head Tyco after 
CEO Dennis Kozlowski’s unceremoni- 
ous exit following accusations of em- 
bezzlement, among other misdeeds. 
Breen figured that the first 100 days at 
Tyco would be a honeymoon when 
everyone, including the board of direc- 
tors, would accept his decisions without 
much demur. But from the next 
100 days, and then on, 
problems in the company 
would be his, the new 
CEO's, responsibility. 
Breen’s priorities: get a 
new senior management 
team in place — the first 
person asked to leave was 
the chief financial officer 
— along with a new board, 
new governance processes 






SELECTION 


Taxing affairs 
made simple 


AX books are usually of two kinds — 
the big, bulky ones and the slim 
ones. While the slim ones generally fall 
short of expectations, the bulky ones 

are mostly for experts. 

This slim book, TAXATION OF IN- 
COME FROM SHARE UNITS AND OTHER 
SECURITIES, by Samir S. Mogul has 
done better by focussing on invest- 
ments and dividing the book for in- 
vestors and for traders and business- 
men. He tackles the taxation issues 
arising from investment in securities 


ea tran nT ee tN) 
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RUN 


A COMPANY 


,—  .— r s. wr 


A hotshot 


and a new level of transparency. And he 
set about doing that all at once. Critical 
to his agenda was regaining credibility 
for his organisation and making sure the 
employees were not demoralised. The 
result: harsh decisions, but a slowly re- 
covering image. 

Today, a-year-and-a-half since 
Breen joined, Tyco is on the road to re- 
covery with its revenues rising (margin- 
ally) to $36.8 billion. But Breen does not 
walk in the spotlight; he is not even a 
contributor to this highly readable and 
revealing collection of lessons from top 
leaders of the CEO Academy, an organi- 
sation of top CEOs that included Larry 
Bossidy, retired chairman and CEO of 
Honeywell and Allied Signal, the leg- 
endary Jack Welch, former CEO of Gen- 
eral Electric and, Ray Gilmartin, former 
CEO of Merck & Co. In telling Breen’s 
story, Dennis Carey, 


HOW TO RUN A 
COMPANY 


Lessons from Top 
Leaders of the 
CEO Academy 


By Dennis C. Carey 
and Marie Caroline 
Von Weichs 

Crown Business 

Price: $27.50; pages 286 


sesste 


like shares, bonds, debentures, mutual 
fund units and derivatives. 

The chapters on capital gains, 
dividend and interest income explain 
the nuances in taxation of mutual fund 
units, shares, as well as bonds in a de- 
tailed manner. 

On taxation of derivatives, Mogul 
brings clarity to some 
tricky issues. For ex- 
ample, when the 
buyer does not exer- 
cise the long call op- 
tion (buy option), the 
seller would make a 
profit equal to the 
premium paid by the 
buyer. But since there 
is no cost to the seller, 
it can be argued that 


TAXMANNS 


TAXATION OF 

INCOME FROM 
SHARES Z 
UNITS 


AND 
OTHER 
SECURITIES 
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helpline for CEOs 


DENNIS C. CAREY is the founder of 
G100 and the Tennessee-based CEO 
Academy. He is also vice-chairman of 
Spencer Stuart, a leading US execu- 


who was responsible for 
finding Kozlowski’s replace- 
ment, sets the stage for ad- 
dressing a serious lacuna in 
management literature: the 
changing role of CEOs in the 
aftermath of business scan- 
dals and the dotcom bust. 


Any guidance that CEOs can get is | 


critical considering how insecure (and 
unenviable) a CEO's job is today. Be- 


tween 1999 and 2001, 57% of the 367 | 


largest companies in the US removed 
their CEOs. Most boards expect their 


CEOs to raise the company’s stock price | 


within 19 months, or step down. And 


there's the Sarbanes-Oxley Act on cor- | 
porate governance and strictures from | 


the New York Stock Exchange and Nas- 
daq, all keeping a close watch on the 
CEO's performance through the devel- 
opment of an active board. 

In How To Run A Company, numer- 


ent angles: handling change (mergers, 


ing markets, etc.); working with boards; 


achieving operational success and pur- | 


suing strategy; and communicating 
with the outside world. The emphasis, 
as Bossidy says in his foreword, is not on 
what the CEOs did, but on why. 

So a Hughes Electronics and an 


there is no capital gain, using the 1981 
landmark case of CIT versus B.C. Srini- 
vasa Setty 128 ITR 294 (SC). 
Throughout the book there are 
highlighted paragraphs, which analyse 
and summarise the law or the examples 
that are discussed. Readers might find 
a textbook-like feel to the book and that 
is because Taxmann’s books follow a 
certain style. All those who are familiar 
with Taxmann publications will find in- 
stant comfort in the format. The book 
uses Case laws extensively to support 
points, and all the examples are worked 
out to show the effect of taxation under 
different options. This book is a good 
reference guide and when used in 
conjunction with another tax planning 








tive search firm 


AT&T changed their business strategy 


| dramatically only because they had no 


other choice — for both companies, the 
market suddenly collapsed. In the case 
of Hughes it was because the Cold War 
ended and took the massive defence ex- 
penditures, which were Hughes’ main 
line of business. For AT&T it was 
because long-distance, its main busi- 
ness, could no longer withstand any- 
distance calling. 

C. Michael Armstrong, CEO at both 
companies at the time they made these 
changes, says that “it requires a 


| Clear-headed assessment of reality and 
ous CEOs look at their role from differ- | 
_ reality before it deals with you”. CEOs of 
turning around companies, disappear- | 


a deliberate determination to deal with 


pharmaceutical companies, who may 
be seeing some of their markets erode as 
the product patents regime approaches 
in 2005, would definitely find this chap- 
ter interesting. 

To a large extent, Armstrong was 
able to do what he did because he 
clearly explained to the board the mar- 


Not a Smiley 
Classic 


HERE was once a fear that 

John le Carré would be 
irrelevant with the end of the 
Cold War. It’s a feeling that 
Smiley would have understood. 
But Le Carré has demonstrated 
that the hand that once 
brought the shadowy conflicts of the 
Cold War alive are also adept at giving 
flesh to contemporary issues. 

ABSOLUTE FRIENDS (published by 
Hodder & Stoughton) is one such 
attempt. It’s a story of two people, both 


MARIE-CAROLINE VON WEICHS is CEO, 
G100, and dean of the CEO Academy 








BOOKMARK 








ket situation and the 
changes his team was intro- 
ducing. The key task of any 
CEO is to keep his board well 
informed, balancing 
Overview with insights on 
markets, strategy and even 
failures. By constantly seek- 
ing advice on how to tackle certain is- 
sues, the CEO gains the respect of the 
board and their approval and construc- 
tive criticism. 

The last two sections on operations 
and strategy, and managing the external 
world are also dotted with fine exam- 
ples. There is, for instance, the case of 
how Home Depot went about creating a 
centralised structure for itself after it be- 
came a $50-billion company, while re- 
taining its entrepreneurial structure at 
the same time. There are chapters on 
managing investor relations (from 
Welch's direct report Mark W. Begor) and 
a rather harsh look at the relationship 
between companies and the media. 

If one wants to nitpick, one could say 
that the critical aspect of a CEO’s role, 
dealing with ethical everyday issues, co- 
mes at the fag end of the book. Given the 
recent history of Corporate America and 
the record of the best of CEOs, it is im- 
perative that they know how to tackle 
these issues with the utmost integrity. B 


11 September, post-iraq and, 
interestingly, what is perhaps 
a post-Arundhati Roy world. 
While it is an interesting 
read, Le Carré fans will be 
disappointed to know that it 
is nowhere in the Smiley 
league. The book (pages: 
383; special price: £2.50) is 
a tad too slow to start with 
unlike others that grab you 
from the first page. 

In Absolute Friends, Le Carré spends 


too much time in building up the 
characters and events that shaped their 


lives. Also, unlike most other Le Carré | 


protagonists, the two friends — a British 


soldier's son and an East German 


book, it will be a complete package for Cold War veterans, who are called up to refugee — aren't depicted in shades of 
the reader. fight US imperialism in a post- ' grey, but more in black and white. | | 
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E do not know about champagne, but 
euphoria overflowed during foreign 
affairs minister Yashwant Sinhas re- 
cent visit to Washington: he met Pres- 
ident Bush twice in a day! Well, all 
right, one of the meetings had been planned weeks ahead 
and involved handshaking and smiling for the photogra- 
phers in the main. But the other one was off the pro- 
gramme: George W. walked into Condoleeza Rice's room 
while she was holding important talks 
Mr Sinha, and stayed around for a quarter of an hour. The 
double feature made front pages in India and swelled pa- 
triotic Indians’ chests with pride. At last India was not only 
shining, but it had also arrived, they thought. 

Although it is all too easy 
these days to make Indians feel 
good — and may they feel ever 
more good — their perception 
is not wrong. India has moved 
up in America’s estimation due 
to many small things. The most 
important is the connection 
the US information technol- 
ogy industry developed with 
India. First, it ran short of pro- 
grammers and imported them 
from India. Then US-trained 
Indian engineers started mak- 
ing and exporting software 
themselves. Today, American 
firms are coming to India in 
droves to take advantage of its 
well-trained technical man- 
power. And they are telling 
American politicians that India is not sucha bad country. 

Then there was the protracted courtship begun by 
Jaswant Singh after the nuclear explosions of 1998. Con- 
vincing the US that India had changed and was now ready 
to be an ally was the best strategy for us if we wanted to 
avoid the dire isolation of Libya or North Korea; Jaswant 
Singh’s achievement was that he carried conviction. The 
rise of China and the failure of Japan to rise to its full 
height may have made the US more prepared to take an- 
other lookat India. Mr Singh did a great job of covering up 
the warts and presenting India as a ravishing beauty. 

Finally, there was 9/11 and the consequent unleashing 
of Islamophobia in the US. India’s offer to help in the inva- 
sion of Afghanistan carried little risk since Pakistan was 





sure to make such help impossible. But it signified a huge | 


departure from India’s usual posture of sitting on its 


haunches and spitting at all who passed by. The US actu- | 


ally believed us— so much so that it asked us to repeat the 
offer when it came to Iraq. This time we hummed and 


with | 


Show us your clout! 





The government must pull 
out all stops to combat the US 
ban on outsourcing to show 
that it has clout with the US 











| 





hawed, but stirred ourselves just enough to suggest that 
we were not saying no — that the BJP had elections to 
fight and could not afford to lose the Muslim vote right 
then. We consulted Iraq's neighbours, and said we were 
only waiting for a UN intervention. The excuses were too 
transparent, which is why the entire BJP brass from the 
prime minister down — including Yashwant Sinha — has 


` to rush frequently to the US and repeat them. 


It is a moot point whether all these visits show increas- 
ing closeness or frantic attempts to get close to the US. Itis 
debatable whether India has acquired clout with the US 
or the US with India. Now an opportunity has arisen for 
the government to show that itis not Bush's poodle. 

The US Senate passed a bill on 23 January which 
would be called a vote on ac- 
count in India: it authorised 
the US government to spend 
$328 billion till September 
2004. However, a senator slipp- 
ed ina section in the bill which 
would prohibit IT companies 
that get federal contracts to 
outsource work outside the 
US. If passed, it would prevent 
federal contractual work — 
from inland revenue records to 
medicare account-keeping — 
from coming directly or indi- 
rectly to India. Anumber of US 
states have passed similar pro- 
visions, but this is the first time 
the threat has arisen in Wash- 
ington. And the sums involved 
are far more substantial. 

The threat strikes at India’s most vital economic inter- 
ests, and it is patently unfair. Almost a third of India’s soft- 
ware exports are made by foreign, mostly US firms; even 
they will not be able to take on federal contracts. Ifthe US 
bans our software companies, there is no reason why we 
should not ban US investment (although that would only 
be cutting our nose to spite our face). Thus, the Senate 
move can be the beginning of progressively worsening re- 
lations between the two countries. 

That is why the government should pull out all stops to 
combat this threat. The ban has just passed the Senate; it 
is still to pass the House of Representatives. Butit could do 
so soon. Now is the time for Yashwant Sinha to cash in on 
all his valuable contacts in the White House. Now is the 
time for the prime minister to call up all the Congressmen 
(the foreign sort) who have called on him, and to tell them 
he minds. Now is the time for BJP ministers to call up the 
US corporations that have invested in India and tell them 
that Indian hospitality calls for some small recompense.@ 


HEMANT MISHRA 


BUSINESSWORLD 66 9 FEBRUARY 2004 


IM JIWUNT 


Bauynny 





ABUOL} i 
—k | 


ADUDC 
bADdO,| 
IPOJJOGQ 


AUIS — — 
jNUjseUry 
| 


— n 


udo>) pon 





SLINY SNTd LOVdWOD qN318 ¥ZI9 $,09/Z 


'S1O|O2 ƏsSƏU| u! JDO || MOA 





ƏdÁ) poo|q unoÁ JBABJOYAA `92uəluədxə 1Əly|!S 
‘ABYOS D 10} PƏz1i9519uu ə|qnop aD Áəul 
‘'UOHOD DZID sn|d sodwor upiid/63 {Sul 
S,PHOA Əy} wos ƏPOW “SHU sn|d4o|oo UHA 
uOlnpəs Jo səppous Áupui Əy; ƏS5uəliədx3 


'SƏppusS JUDIGIA u! SshHuy sn|dio|o> 


uəur pəpoojq pol pur 
INYM ‘UIF ‘NT 104 








$ PTEE 


a PYP AL 


“Q ZT 
=, seeceveee 


spoot soso I 


.... 
ELI 


LOO 


Italian inspired. Ri 







F ae 


VENEZIA“ COLLECTION 


DIA 





F FINEST QUALITY SHIRTMAKERS 
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ch, structured 2-ply fine cotton shirts with matching ties. 


CAN UTI GET THE TRUST BACK? | “cs BRAZIL’S AMAZING PRESIDENT 
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N EDGE V-BEl 


POWERFLEX Cí 
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| FROM FENNER 


POLY-V RIBBED BEI 


Say a flat ‘NO’ to flat belts! 


Switch to Fenner Poly-V Belts and Cogged Belts 


Recent tests* have proved that Fenner Poly-V Belts and Raw 
Edged Cogged Belts lead the rest when it comes to energy 
savings with: 
° Lowest Investment 
e Fastest Payback 
+ Highest Returns 
° Energy Savings up to 6% 

Energy 
Consumption 


Units / Year 
(KWh) 


SI. Textile 
No. Machine 


BELT DRIVE investment 
Required* 
(Rs.) 


Return on 
Investment 
(%) 


Payback 
Period 
(Months) 


136000 


Doubling 





“As per tests conducted by a leading TEXTILE RESEARCH INSTITUTE 


Poly-V Belts are far superior in performance not only in 
textile industry but also in a host of other industries like 
cement, paper, steel etc. And Fenner Cogged Belts 
require no extra investment as they can be used on 
existing V-Belt pulleys. 


Start your energy savings 


P ROWER Un today! 
< A Call us to get the 
> < Fenner energy saving edge 
< ° to work for you. 






Contact 
Fenner Design Centre 


Ph: 24312450 - 58 Fax: 24349016, 
24320193 www.fennerindia.com 


Total 


Khivraj Complex - Il, 480, Anna Salai, 
Nandanam, Chennai - 600 035, India. 





Fenner Raw Edged Cogged V-Belts and 
Poly-V Ribbed Belts score over flat belts and 
conventional V-Belts in a number of ways 


° Fenner Poly-V Belts have longer life 


e They require smaller pulleys making the drives 
more compact and cost efficient 


e They carry 30% - 40% higher power 
per unit width 


° Better wedging results in negligible slip 
and higher efficiency 


° Poly-V Belts incur much lower 
maintenance costs 


Flat belts 


° Flat belts require higher tensions leading to 
frequent bearing failure and high maintenance 
expenditure 


° Flat belts suffer frequent slippage. 
Regular re-tensioning is also necessary 


Fenner Belts, backed by ISO 9001, ISO / TS 16949 
certification and American Petroleum Institute 
accreditation is the No.1 choice of industry, not only 
in India but also in over 40 countries across the world. 


Flat belt is a part of history. 
So let’s leave it there..... 


Fenner (India) Limited 


(An associate Aine of à) JK Organisation) 





Power Transmission Solutions 
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It’s a name game 


() We have a long way to go in 
shedding our feudal mentality. Be 
it political parties or business 


houses, genes, not merit, still play f ` 


an important role in deciding 
who'll inherit the ‘throne’ What 


are Malvinder’s credentials, apart from that 


aaua vame ieie ina mide fuk Cth san hawa 







famous surname, for taking over the top job at Ranbaxy? 

Neither does he have experience on his side, nor an exceptional career 
graph (except for the Schwarz Pharma deal). Perhaps, being Parvinder 
Singh's son tipped the balance in his favour. But companies need 
efficient professional managers — not names — to flourish. 


Prateek Misra, Mumbai 





YOU'RE LATE | 
Looks like William Haddad has realised | 
the hazards of the World Trade | 
Organizations 2005 products patent 
regime on the developing nations a | 
little too late (‘Kill Bill’, BW, 2 February). 
India has prepared itself to take on the | 
challenges of the patent regime. So the _ 
issues that Haddad raised at the annual 
meeting of the Indian Drug 

Manufacturers’ Association are not : 
relevant for Indian pharma companies | 
anymore. A few of 


our companies, like 
aspas: are already global success 
stories, Similarly, if others also leverage 
their strengths like research and | 
development and production, the | 
products patent regime will not be a 
threat, but a great opportunity to make | 
a place for themselves in the | 
international market. 
K. Prakash, Berhampur 


COY NO MORE 

On a recent visit to your country, I was 
pleasantly surprised to read an article | 
on India’s lingerie industry (‘India | 
Learns Victoria's Secret’, BW, 9 | 
February). It is a good sign that a | 
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leading business magazine has comm- 


| ented on a liberal cultural shift in a so- 


called conservative society and the 
huge business opportunities this shift 


_ throws open. It seems like finally India 
_ has come of age and is looking at 


sectors that were earlier not considered 
as traditional sources of revenue. 


| Andrew Edwards, Via email 


| GUIDE INVESTORS 


The article gives an overall picture and 
a useful analyses of the performance of 
Indian stockmarkets vis-a-vis its 
counterparts in other Asian countries 
(‘... Health Check, BW, 12 January). 
However, Í feel that the article should 
have also included a report on all the 


- IPOs floated during and after the IT 


boom in 1999-2000 to help investors 
decide on what their future investment 
strategy should be. 


_ Samir S. Mogul, Mumbai 


_ SPIRITUAL QUOTA 


It is a welcome sign that India Inc. has 


| started recognising that the emotional 
_ aspect of its employees is equally im- 


portant (‘The Management Is Willing 
But The Spirituality Is Weak’, BW, 12 
January). So far, executives have been 
treated as robots and were bombarded 
with impossible targets and never- 
ending deadlines, which eventually 
affected their performance in the long 
run. All these spiritual initiatives 
should be useful in restoring an overall 
balance in the workplace and help 
employees cope better with stress. 
Rajesh C., Baroda 








Time ts money. So it’s important to get new business software up and running quickly. Which is w hy SAP® solutions 


built on the open SAP NetWeaver platform make so much sense. Because they’re designed with fast implementation in min 


you can see business results quickly. Visit sap.com/speed to see how fast SAP can make things happen for your company 


E-mail info.india@sap.com OR CALL OUR TOLL FREE NUMBER 1600 445959. 





BUT DOES IT WORK? 


‘The Incredible Shrinking Outlets’ (BW, 
2 February) seems more like an article 
which enlists reasons for restaurants to 
shrink. There is no evidence that 
restaurants that have set up tiny outlets 
are actually witnessing an increase in 
the number of footfalls (though, of 
course, their profits might have gone 
up due to reduced overhead costs). 
Also, leaders of the fast food segment 
like McDonald's and Pizza Hut have no 
major plans to go small. Moreover, as a 
consumer, I would prefer to visit an 
outlet with a comfortable sitting 
arrangement, as dining out is more 
about an experience than about the 
food itself. 

Ramnath Shankar, Bangaiore 


DON’T MISS THAT CHANCE 

It was really disheartening to know that 
the future of auto expos is in doldrums 
due to poor response by a number of 
major auto companies (‘Who Needs It 
Anyway?, BW, 5 January). This will 
send negative signals in the global 
market that we are not capable of 
organising such prestigious events 
successfully. Despite some handicaps, 
auto expos can be a good opportunity 
for auto companies to build and 
promote brands. 

Ranjit Karamchandani, Bangalore 


THE OTHER SIDE OF THE COIN 
The recent protests against the 
implementation of Conditional Access 
System in South Delhi have been 
blown out of proportion by the media 
(‘Time To Scrap CAS’, BW, 19 January). I 
believe that CAS should be 
implemented all over India as soon as 
possible because it will save consumers 
from paying for the channels they do 
not watch. 

Further, CAS implementation will 
regulate the unorganised Indian cable 


industry. Media should educate people 
about the positives of CAS along with 
its negatives instead of adding to the 
confusion. Thereafter, it should be left 
to them whether they want it or not. 
Harsh Mehra, Delhi 


TIME IS MONEY 

Whatever is the choice — Skybus or 
Metro — the authorities must decide 
on it very quickly and implement the 
project (‘Skybus Vs Metro, BW, 9 
February). This should have been 
thought for Mumbai at least three 
decades back, if not earlier. Every year 
delayed will only add to the existing 
capital costs — as is evident in the 
Delhi Metro case. The Delhi Metro 
should have been up and running at 
least a decade earlier. 

It is really amazing how our town 
planners and authorities allow colonies 
to mushroom in far-flung places 
without thinking of a public transport 
system to connect them with the main 
town. Personal means of transport like 
cars or motorbikes cannot be a viable 
solution for 
commuting daily. 
With interest rates at 
an all-time low, the 
middle class can 
very well buy a car. 
But imagine what 
will happen if even 
half the motorbike 
riders were to shift 
to cars in Delhi. "wawapasa 

Similarly, the 
current plan ofrunning the Metro 
parallel to the Western line in Mumbai 
doesn't make sense. For that, first you 
need lines to connect the Western and 
Central lines. 

Mumbai cannot hope to become a 
world-class city if its citizens continue 
to commute in inhuman conditions. 
One can only hope that the state 
authorities wake up and act before it is 
too late. 

John D’Costa, Via mail 


BACK TO BASICS 

Great to know that India can become 
world’s leading small car market (‘Can 
India Become The Small Car Hub?’ 
BW, 19 January). But has the 


_ government spared some thought 
| about improving the dismal state of 
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our roads? If we do not have proper 
roads, where are we going to run all 
those fancy cars? Unlike Japan and 
South Korea, we do not have a sound 
infrastructure. So in order to compete 
with them, we must first pay attention 
to our basics before thinking of 
jumping on the bandwagon. 

Sunaina Singh, Mumbai 


A CRITICAL MOVE FOR DABUR 
The news item you carried on Dabur 
India (Another Revamp’, BW, 12 
February) is damaging, untrue and 
unsubstantiated. 

Just to give you a background, with 
Mr Sunil Duggal taking over as the new 


_ CEO last year, the company embarked 


_ on anew brand architecture, wherein 
_ the entire product portfolio of Dabur 
_ would be now brought under five 


i 






flagship brands, with each brand 


| targeting a specific category. We don't 


see why this move is not important for 
a company. 

Dabur Pharma is already a separate 
company (as of December 2003, with 
effect from 1 April 2003). It is a global 

oncology company and a 
leader in the Indian oncology 
space. 
The Burmans already have a 
Family Council with a very well- 
defined charter to discuss their 
internal family matters, personal 
investments and other family- 
centric issues. 
We would also like to point out 
that contrary to your magazines 
statement, the Burman family is 
one of the few (probably the only) 
business groups in this country that 
has not witnessed any internal conflict, 
whatsoever, between the promoters 
and their family members despite the 
fact that the fifth generation of 
promoters is now in business. 
Dabur India 


CORRIGENDUM 

In ‘Shifting Stakes’ (BW, 22 December), 
the table ‘Rising Promoter Holdings’ 
incorrectly mentions Heritage Foods as 
Heritable Foods. 


We regret the error. — Editor 

— ' 

| Letters can also be sent to | 

I editor@bworldmail.com 
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IN THE NEWS 


13! Dr. Reddy’s: 
The Next Big Dare 


The stakes are high 
for Dr. Reddy’s in the 
Zyprexa patent case. 
Even ifit wins in the 
lower court, it could 
end up on the 

losing side. 


Anji Reddy: Waiting > 
for Judgment Day 


SRN 
HEMANT MISHRA 


12 Politics Kalyan Singh's return to the BJP fold was an 
emotional one, but it reeks of political opportunism. 


12 Indian Oil Gas is fast emerging as the alternative to 
liquid fuels. Can the oil major make its mark here too? 





-this issue C í 


COVER STORY 26 


3 The Real 
È Story 


The NDA government is smiling 
as the polls near. It feels confident 
because the economy is shining. 
But can the government take 
credit for the glitter? 


26 The good, the bad and 
the ugly The scorecard on the 
government's performance. 





30 The student PM He had 
little knowledge of economics. 
But he has made good ground in 
the past five years. And that's good 
news for reforms. 


36 The Interim Budget The 
finance minister had his eyes on 
the polls. But would that help the 
Indian economy? 


— = 4 Prime Minister A.B. Vajpayee has 
~] performed neither better nor worse 
than his predecessors 






DINESH KRISHNAN 





14 Business Process Outsourcing Who are the 
venture capitalists who will invest in BPO? And what sort of 
companies would they be funding in the future? 


14 Dan Grizwold In an interview to BW, the associate 
director of Catos Center for Trade Policy Studies says these 
are tough times indeed for free trade. 


18 PNB-IFCI merger It might turn out to bea 
nightmare for Punjab National Bank, as nobody is quite 
sure what IFCI’s assets are worth. 


20 Lupin Can it successfully push 
its herbal cure into the $4-billion 
anti-psoriasis drug market? 


22 L&T Infotech whyis its 
head-hunt for people to implement 
its ambitious US plans proving futile? 


What does L&T chairman > 
A.M. Naik want in his US chief? 
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IN DEPTH | 


3s Rough Ride Ahead 


Organised retail is on the 
threshold ofa huge 
boom. Butit's also time 
for the industry to face 
new challenges. 


Shopping malls are at > ie 
the head of the wave 





DINESH KRISHNAN 


49 UTI Itisa healthy one-year-old in its new avatar. But is 
it strong enough to regain the trust of millions of investors? 


54 Multiplexes High-tech equals big bucks for India’s 
movie hall chains. The trick’ in using the software smartly. 








IN VOGUE 


so. Hurrah for Lula x 


Luiz Inacio ‘Lula’ da Silva, presi- | 
dent of Brazil, is designing a brave | 
new world order. One that will be 
led by Brazil, South Africa and In- 
dia. That’s a lot for someone who 
started out as a shoeshine boy. 


4 Luiz da Silva: When he 
speaks, everyone listens 





64 Bookmark The winter of discontent, according to 
Nobel laureate Joseph Stiglitz. And tax rigging in the US. 





COMMENT 


10 Omkar Goswami Why one of Delhi's 
popular hangouts should be promoted as a 
venue for socially-relevant exhibitions. 


COMMENT 


24 Ashok V. Desai The Interim Budget 
announced last week is a natural one for any 
intensely political party. 


ON THE CONTRARY 


58 Mahesh Murthy Weare conditioned 
to avoid failure at any cost. But know what? Fail- 
ure is the most important ingredient for success. 











| good quality for a government 


| tion benches hasn't taught the 
| party how to wean itself away 
| from its dependence on the dy- 
| Nasty or even how to articulate a 
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A government thatlearns 


FTER the disastrous Janata experiment in the 
late 1970s, Mrs Gandhi's Indira Congress rode to 
power on the promise of a government that 
works. Perhaps the NDA government should go 
to town with a slightly altered slogan — a gov- 
ernment that learns. Because the best thing that can be said 





| about the government that is bowing out of office is not that it 


made the Indian economy grow faster — which it didn't, de- 
spite what the government's media managers claim — but 
that it learnt on the job, made course corrections and in the fi- 
nal analysis, got many things right. The average growth rate 
that the government delivered may be no great shakes, but it 
has junked many of its original, protectionist attitudes and 
learnt that India has a lot to gain from freeing business and 


| Opening up to the world. 


This isn't a tongue-in-cheek statement. The ability to learn is a 


— or an alliance — to possess. 
And it is more than what can be 
said about the main opposition 
party, the Congress. Nearly a 
decade of sitting on the opposi- 


, Businessworld 


vision for the future. This is a 
pity, because for the nation to 
have a well-functioning democ- 





| Tacy, we need two strong parties 
| contending for power. For that to happen, though, Congress 


will have to rejuvenate itself — perhaps by rediscovering and 
re-interpreting its original ideology of inclusive nationalism 
rooted in India’s civilisational experiences. 


To write the story, Deputy Editor Niranjan Rajadhyaksha 
pored through copious reports and statistics and spoke to key 
decision-makers in the government and outside. “The picture 


| that emerges is that of a government that came to power with 


fixed notions, came up against reality and made adjust- 


| ments,” he says, adding, “The results haven't been spectacular, 
| but that’s because they had a lot of baggage to unload!” 


Just as politicians are now in a mad rush to get their messages 


across to voters, retail businesses are in a furious race to bulk 


| up before foreign competitors come in. It’s an interesting story 


— turn to page 38. 


le 


Ss 


TONY JOSEPH, EDITOR 
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tby omkar goswam 


Rediscovering 
Dilli Haat 


ECADES of living in the same | 
metropolis can give you a false | 
sense of familiarity. You think 
that just being there gives you | 





A ¿ 

The author is chief 
economist, Confederation 
oflndian Industry 


It makes 
great 
deal of 
sense to 
market 
Dilli Haat 
asa 
venue for 
socially 
relevant 
exhibi- 
tions 

















great knowledge of the city. Gen- 
erally, it doesn’t. You can direct someone from 


point A to B, you may even know of enough 


restaurants, and you could be acquainted with 
a large number of people. But it is amazing how 
the humdrum nature of daily life can erode 


what you know about the city — to a point | 


where you know little of what's really happen- 
ing to the metropolis and its institutions. 


Until a fortnight ago, that was the story of | 


me and Dilli Haat. I saw the place being built; 
had been there on many occasions with my 


children; my daughters go there to ‘check out | 
the scene’ and buy things; and I have advised | 
my non-Delhi friends to visit Dilli Haat. But the | 
truth is that I hadn't been there for at least three | 


years. I knew of Dilli Haat; but didn't know it. 


The opportunity to rectify this shortcoming | 
| patch of earth in the centre needs serious 


came up when the Bill and Melinda Gates 











bition in such a milieu is a clear winner because 
the message then touches many more citizens 
than the few upper class people ‘like us’, who 
invariably grace the usual venues. 

Consider some statistics. On Sunday, 25 


| January 2004, 9,783 people thronged Dilli Haat. 





Foundation sponsored an exhibition, which ` 


was held at the International Food Plaza at Dilli 


Haat during 23-31 January. Called ‘Try to See it | 
My Way’, it featured 80 colour and black and ` 


white photographs of the day-to-day life of four 
red light areas in and around Kolkata, taken by 


children of sex workers between the ages of 10 | 
and 16. The entire exhibition was conceived, | 
designed, curated and set up by Fotomedia, a | 


company run by my wife Radhika Singh. My in- 


terest in the exhibition and plain old-fashioned | 


notions of conjugal support led me to spend 
many hours at Dilli Haat. 


sages. Ordinary Indians do not go to exhibi- | 


tions; they go to fairs and melas, and have a 
whale of a time with the hawkers, haggling, 


sampling different kinds of mouth-watering | 


On Republic Day — when the timing was 
2:00 p.m. to 9:00 p.m. — the first 10,000 were 
ticketed, after which the tickets ran out and the 
rest came in for free. At least a tenth of the visi- 
tors saw the exhibition. In which fancy gallery 
can you get, in a period of two days, over 2,500 
people to see photographs of daily lives of sex 
workers? Buy stuff, eat food, windowshop and 
then see an exhibition — all in one place. The 
cross section of people who signed the guest 
book emphasises the sheer reach ofa place like 
Dilli Haat. 

Unfortunately, the international food plaza 
— which is the best exhibition venue at Dilli 
Haat — is in pretty poor condition. The walls 
need repair, the floors need cleaning, and the 


greening. Given its reach, it makes a great deal 
of sense for the management to get the place in 
shape and market it as a permanent exhibition 
venue. I am told that even in its present avatar, 
the international food plaza earns rents worth 
Rs 1.5 lakh per month. With better facilities and 
publicity, I am sure it can earn more. 

For all its successes, Dilli Haat can be 
improved. It was originally designed for 62 
shops. Today, there are almost four times as 
many, and the promenades are being hemmed 
in. There must be a way of limiting the number 


| of shops to less than 150, and ensuring that the 
To begin with, it is one of the best places to | 
hold exhibitions that have strong social mes- | 





food, and enjoying the puppet shows, music, | 
nautanki and the general tamasha. Setting up ` 


an attractively designed, socially relevant exhi- 


temporary stalls don't encroach upon the open 
spaces. Also, Dilli Haat need space dedicated to 
displaying wares of the different states of India, 
as Kashmiri goods dominate in no uncertain 
terms. That is because Kashmiris have shops in 
all major states and, thus, have become crafts- 
people from Karnataka, Gujarat, Goa and Ma- 
harashtra as well as Delhi, Punjab, Himachal 
Pradesh and Haryana. x 
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MIP 


(An open-ended fund. Monthly Income is 
not assured and is subject to the availability 
of distributable surplus.) 


ADD POWER TO YOUR SAVINGS. 


Public Issue Now Open. Unit at Rs.10/- 


during IPO period and at applicable NAV thereafter. Earliest Closing: Feb 20, 2004 


The Tata MIP Plus Fund is an open-ended income scheme that invests TATA 


at least 80% in fixed income securities to ensure stability and around 
15% in equities with an aim to provide an additional push to your MUTUAL FUND 


monthly income over a period of time. With expertise comes trust 


ULKA 410155 


FCBe 


Contact Details: Mumbai: 56315191/92/93, Ahmedabad: 8018989/ (M) 9824284200, Bangalore: 5588895/96, Chennai: 
24320032, 24320033, Cochin: 2371151,2353423, Coimbatore: 2549114, Hyderabad: 55510215/17/18/19, 55510249, 
Kolkata: 22881534/3413/3415, New Delhi: 55303202/51519059, Pune: 6333122/23, Jamshedpur: 2439666/5600, Jaipur: 
5105177/78, Kanpur: 2306066, Lucknow: 9415093014, Bhubaneshwar: 2530255/0258/3963. 


IPO closes: February 25, 2004 Disclosures: Features: 1. Determination of NAV on all business days. 2. Nature and Investment objective: 
An open ended fund. The investment objective of the Scheme will be to provide reasonable and regular income along with possible capital 
appreciation to its Unitholder. 3. Investment Pattern: At least 80% in Debt and Maximum upto 20% in Equities. 4. Applicable loads: Entry 
load: Nil. Exit load: For investment amount equal to or more than Rs. 25 lacs: Nil. For investment amount less than Rs. 25 lacs: a) If 
redeemed after expiry of 180 days from the date of allotment: NIL; b) If redeemed on or before expiry of 180 days from the date of 
allotment: 0.50% Statutory Details: Constitution: Tata TD Mutual Fund has been set up as a trust under the Indian Trust Act, 1882. 
Sponsors: Tata Sons Ltd., Tata Investment Corporation Ltd., TD Bank Financial Group Inc. Risk Factors: Mutual Fund and securities are 
investments subject to market risks and there can be no assurance and no guarantee that the scheme will achieve its objectives. As with 
any investment in stocks, shares and securities the NAV of the units under the scheme can go up or down, depending upon the factors 
and forces affecting the capital market. Past performance of the previous Schemes, the Sponsors or its Group affiliates is not indicative of 
and does not guarantee the future performance of the Scheme. Tata MIP Plus Fund is only the name of the Scheme and do not in any 
manner indicate either the quality of the Scheme, its future prospects or the returns. The sponsors are not responsible or liable for any loss 
resulting from the operations of the scheme beyond the initial contribution of Rs.1 lac made by them towards setting up the Mutual Fund. 
Investment in fixed income securities is subject to interest rate risk, credit risk and liquidity risk. The Mutual Fund is not guaranteeing or 
assuring any dividends. Scheme specific risk factors have been mentioned in the offer document. Please read the offer document of the 
scheme carefully before investing. For Offer Document & Application forms, please contact your nearest branch or collection Center. 





KALYAN SINGH’S RETURN TO THE BJP 


Realpolitik rules the day 


HE emotional return 
of former Uttar Pra- 
desh chief minister 
Kalyan Singh into the 
BJP fold this week was sealed 
with tears. Singh was seen wip- 
ing his eyes as he emerged from 
a 15-minute meeting with 
prime minister Atal Behari Vaj- 
payee, who had been the target 
of his vitriolic comments for the 
past five years. “Forgive me, for- 
give me” was Singh's mantra as 


he did the rounds from Vajpayee 
to Advani to Joshi before going 
back to Lucknow. 

But the high emotions can- 
not hide the hard-nosed political calcu- 
lations that have forced both Singh and 


the BJP to swallow their pride and effect — 


a seemingly impossible reconciliation. 
Singh, with his four MLAs and a region- 


al party with a narrow caste appeal was ` 


in a rut. Although his confidante Kusum 
_ Rai and son Rajbir were both ministers 
in Mulayam Singh’s government in UP, 
he had run into problems with seat dis- 





tribution for the coming Lok Sabha polls. 

Singh's strongholds in UP overlap 
Mulayam’s, particularly in western UP 
and the Etah belt near the Samajwadi 
Party leader's home constituency of 
Etawah. With both laying claim to the 
same seats, there was a virtual impasse 
and the growing tension between the 
two leaders, whose vote bases are oth- 
erwise complementary, was evident in 





NATURAL GAS 


Indian Oil gets serious 


HE Rs 1,19,848-crore ($26 
I billion) state-owned Indian Oil 

Corporation (IOC) is making a 
big push into the gas business. 

It has taken a 35% stake in the 
Cachar block in the Assam-Arakan 
basin. The other stakeholders are 
Premier Oil (49%) and Essar 
(16%). The block is estimated to 
have gas reserves of 3 trillion- 
5 trillion cubic feet (tcf) and 
175 million barrels of oil. 
IOC has invested $3.51 
million in the first phase of 
this project. The total in- 
vestment could be in the re- 
gion of $18 million. The 
company also plans to invest 


separately in a pipeline to connect this 
gas field to the market. It is also look- 
ing to acquire stakes in gas blocks 
both in India and abroad. 

Why er" After all, IOC controls 












Achievements 
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ing the liquid fuel loss 

Exploration Picked up 35% in Cachar 
gas field, Assam 

$3.51 million in Phase I. ; 

Total about $18 million E 

Is drawing up plans to ae 

oe its own gas pipelines | ` 


— 
ANAND SINHA 


Kalyan Singh (L) being 
welcomed by BJP president V. 
Naidu (C) and Rajnath Singh 


the critical statements Singh 
had started making about 
Mulayam. At one point, he 
accused Mulayam of striking a 
“secret deal” with the BJP. 

If Singh was compelled to 
court the BJP the latter’s prob- 
lems in UP prompted it to do 
what it had never done before 
— woo back an expelled leader. 

It is simple arithmetic. 
£ Singh's Lodh community is 


Cleared at last 


THE high court has cleared the name 
of former prime minister Rajiv Gandhi 
after 16 years. Gandhi was charged 
with taking kickbacks in the defence 
deal with Swedish artillery gun manu- 
facturer Bofors AB. 








50% of India’s liquid fuel market. But 
that is expected to grow far slower 
than the one for gas. IOC itself esti- 
mates that in five years, gas will result 
in the demand for liquid fuels falling by 
13 million tonnes. Of this, IOC's share 
will be about 7 million tonnes. 

The shift is being caused primarily 


| by a number of large industrial houses 


that have moved or are in the 
process of moving to the use of gas 
as feedstock. So far, they were 
using naphtha or other liquid 
_ fuels or even coal. 
As things stand, most of 
— the increased gas supplies 
; h come from the Krishna- 
Godavari Basin and liquefied 
natural gas imports. This im- 
port demand is what IOC wants 
to bridge. it 
ANUP JAYARAM 














influential in a dozen constituencies 
across UP Also, Singh has also cultivat- 
ed leaders of smaller OBC communities 
that are at odds with the domination of 
Mulayam’s Yadav supporters. Put 
together with the BJP's upper caste vote 
base, represented by brahmin Vajpayee 
and thakur Rajnath Singh, the combi- 
nation can make a serious bid for victo- 
ry in at least 40 Lok Sabha seats. 

UP with 81 MPs, is clearly central to 
the BJP’s electoral strategy. An improve- 
ment on its present strength of 28 MPs, 
together with expected gains in Maha- 
rashtra, Assam and Punjab, will make 
up for anticipated losses in Jharkhand, 
Tamil Nadu and maybe Andhra Pradesh. 

The deal with Singh was struck after 
hard bargaining. He has been told that 
he will have a major say in ticket distri- 
bution and the poll campaign in UP 
He's also been told that he’s welcome to 
contest the Lok Sabha elections and so 
is his son. If he doesn't want to, he'll be 
nominated to the Rajya Sabha, where 
three seats from UP are to fall vacant. 

Singhs compromise: Kusum Rai, 
who became the main source of friction 
between him and the BJP-RSS, will fade 
into the background. No wonder she 
wept at Singhs birthday bash last 
month, “Ai mere dil kahin aur chal..."@ 


ARATI R. JERATH 





HERE is intense speculation in 
| Mumbai's investment banking 
circles that the NDTV-Standard 
Chartered Private Equity deal has hit a 
roadblock. StanChart was to pick up a 
14.35% stake in Prannoy Roy-backed 
ND TV for Rs 53 crore. The term sheet, 
too, had been signed. Sources close to 
the deal say it is stuck at the Foreign In- 
vestment Promotion Board, though it's 
not clear why. Even with the StanChart 
money, NDTV's total foreign equity at 
25.96% remains under the 26% cap. A 
source Close to NDTV says that it has de- 
cided not to go for the StanChart funds. 
Despite repeated attempts by BW to 
contact him, NDTV director K.V.L. 
Narayan Rao could not be reached. & 
VANITA KOHLI-KHANDEKAR WITH 
RADHIKA DHAWAN 


Í tend that Lilly's patent on its 33 ora years schin 
_ does not have a reason to exist. And aai shot 
ogo of the onig 


-only foreseeable big hit for Dr. Reddy's in the 
: short nuy besides Norvasc That is. 


wom. A watershed win 
| in a patent lawsuit in- 
» volving Lilly's anti-de- 
-pressant Prozac in 2001. ` 
- brought Dr. Reddy's a 


-Six months. But since | 
-then Dr. Reddy's has also 
lost legal cases involving : 


-antibiotic Cipro. Dr. ` 
, Reddys and US com: 
-two companies that 

Were the first ones to fhe 


| bod FDA to o market generic Zyprexa. 


os not er other copies. 
Dn tedo ° to file f 


Ç  mediately if the lower court decides in favour oft tt 
__ tage of this, Dr. Reddy's has to launch its copies ¢ 





` DR. REDDY'S LABORATORIES — 





























windfall of $60 million in 


ulcer drug Prilosec, and 







ity during which pire DA 
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The 2004 edition of Nasscom saw a Corporate India that was 
more confident and positive in its approach than it has beenina 
long time. This edition was also probably the biggest. BW’s 


Shishir 


VENTURE CAPITAL FUNDING FOR BPO OUTFITS 


Little for the new 


HE start-up game in BPO is 
over. Venture capital will con- 


tinue to be the main source of | 


capital for BPO, but the accent 
will be on growth capital. VCs and pri- 
vate equity funds are now keeping tabs 
on big-ticket buyout opportunities. The 
targets would either be MNC captive 
outfits or middle-rung players with 
niche competencies. 


“It’s too late for new companies to | 





ANAND SINHA 


get into the BPO game,” says Steve Gru- 
ber, managing partner, Oak Hill Capital 
Management, which owns a majority 
stake in Delhi-based EXL Service. Gru- 
ber sees future rounds of investments 
taking place in EXL if the company de- 
cides to buy companies in India. “There 
are opportunities for buyouts in the 
captive space,” he says. 

Venture capitalists would not neces- 
sarily lead the acquisition plays. The 
onus would be on Tier-I Indian third- 
party BPO firms — ICICI OneSource, 
WNS Global Services, WiproSpec- 
tramind, EXL Service. The precedent 
has already been set. Last year, One- 
Source bought Bangalore-based call 
centre FirstRing in a swap with West- 
Bridge Capital Partners. “More such 
deals will occur over the next 12-18 
months,” says K.P. Balaraj, managing di- 
rector, WestBridge. 


INTERVIEW/DAN GRISWOLD 


a “Someone 
» had to be 


blamed” 
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Strategy 
souffle 


HE Big Four companies in the 
I Indian IT industry are now so 
synonymous with great execu- 
tion that one really has to look at 
smaller and mid-sized companies to 
smell the strategy soufflé. 
Some of the stars of the mid-cap 








The big question 


Has the backlash 
against offshoring to 
India been tamed? 


“At the end of the day, the in- 
dustry grew by 28%. P'd rather 
see that than worry too much 
about 
the 
back- 
lash” 


Dan Griswold, associate director of Cato’ 
Center for Trade Policy Studies, an insti- 

tute that advocates market liberalism 

and specialises in the economic effects of 
international trade and immigration, 

spoke to BW’s Shishir Prasad at the 
Nasscom summit. Excerpts. 





m Are these tough times for free trade? 
Yes. Especially for the proponents of free 
trade, what with the rhetorical battle 
that is taking place at this point of time. 
When the economy slows down, like in 
the US, people look for someone to 
blame. Fifteen years ago it was Japan. 
Today it is India and China. 


W What could change this mood? 
An economic recovery in the US would 
be the best thing. 





NEERAJ TIWARI 


brigade, i-flex Solutions, MphasiS, NIIT 
and now Patni Computers all are look- 
ing at very different approaches to get 
to where the big boys already have. 
MphasiS CEO Jerry Rao says that he is 
trying to create a combined entity that 
is as strong in BPO as it is in coding. 
So it can use its coding skills to spiff 
up age-old processes in clients that 
are 20,000 miles ago. 

Patni is open to alliances and M&A 
to grow fast. i-flex CFO Deepak 


Philippines 


6,179 
2,328 1,862 
x 7 | 762 


Parameters 


Personnel 
Administration 
Telecom 
Property Rentals 


Depreciation 


TS NERE: 


Figures in $ (cost per full time employee per year) 
Source: Nasscom Strategic Review 2004 


m You spoke of the rhetorical battle: 
have we been here before in terms of 
historical precedents? 

Opponents of free trade are always em- 
boldened when the economy goes into 
recession. The irony is that when the 
economy goes down, there are fewer 
imports. Nobody in the US wants to 
admit they are protectionists. Unfortu- 
nately, China in manufacturing and In- 
dia in services have become the focus 
of apprehensions. 


m How real are these apprehensions? 
They are very real for certain group of 


workers that have been put out of | 


work. The past three years have been 
tough for the IT sector and while India 
has become a focus, it really had noth- 
ing to do with the recession. 








Ghaisas also likes the inorganic route 
but wants to set up a strong product 
brand the world over. And Arvind 
Thakur of NIIT wants to build intellec- 
tual property around which he would 
deliver services. 

The encouraging part is that all the 
companies were frank in admitting 
that the traditional application devel- 
opment route is close to becoming a 
commodity. And admitting a problem is 
usually the first step in solving it. 8 


The other question 


When will Microsoft 
start writing code that 
is less of a security risk? 


“Our products were devised in 
an era that predates the inter- 
connected world. 
Having said that, fø! 
we have reduced , | 
the unsecure 











area on the 

Microsoft code 

by 60% over the RAJIVKAUL, 
last two years” MD, Microsoft (I) 


m= What are the things on the rich 
countries’ side that inhibit free trade? 
There is sharp dividing line between 
those who think that free trade uplifts 
and those who are sceptical. I believe 
that free trade also means no subsidies. 
The US government, like any govern- 
ment, offers subsidies to exporters. 
That doesn't produce any more ex- | 
ports, it just reshuffles them. We need 
to do away with the farm bill (in the 
US), import-export banks, and loans. 


` Therich countries spend $360 billion a 


year subsidising cows, soy, milk, and 
this distorts global markets. 


u This is a real grouse of the 
developing countries isn’t it? 
The developing countries realise that 


| their actual enemies are the rich coun- 
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Smart quotes 


“Captive BPOs 
will eventually 
either sell out 
or goin fora 
hybrid model.” 
J. SIGELMAN, 
co-CEO, Office Tiger 





“We'll not offshore judgement 
and policy work. Customer 
contact jobs to India will grow.” 
JOHN PACKHAM, operations 
director, Zurich Financial Services 


“People are un- 
derestimating 
the jobless re- 
covery in the 

US. The back- 
lash is more seri- 
ous than thought.” 

STEVEN GRUBER, managing part- 
ner, Oak Hill Capital Management 





“In the next five years, about 
$400 billion of services will be 
offshored. India can get over 
50% of these.” 

DIANA FARRELL, director, 
McKinsey Global Institute 





trys trade barriers. They are paying 
more attention to get them removed.” 


m Who should concede first: the rich 
countries or the developing? 

It is wrong to term trade liberalisation 
as concession. I think India would be 
making a mistake if it did not liberalise 
because others aren't doing so. China 
has done this (liberalised) for 20 years. 
They didn't demand concessions. 


& You are talking about different 
political systems there... 


| Right. That's the advantage of the WTO. 


I think India should be pursuing a si- 
multaneous track. New Zealand, Viet- 


| nam, Uganda and Australia have taken 


this route. Why insist others do the 
right thing before you do it yourself. W 
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| make my 
[ndia shine. 

















By choosing to study further, 
I widen my knowledge. 

By taking a loan for my education, 
I share the burden with my parents. 


S By taking care of their savings, 


AACO 
te 
` 


[ help them live a richer life. 
By specialising in bio-genetics, 

I gain wisdom for our rice fields. 
By learning how to enhance our harvests, 

I strengthen the backbone of my nation. 
By being a partner in India's progress, 

I make my India shine. 


I am India Shining. 
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S the Indian economy becoming 
> i more productive? If you ask equity 
investors, industry associations, fi- 


æ < nancial journalists or even gover- 
we ment economists, the inevitable an- 


swer will be — of course our 


- economy is getting more productive. 


= But academic research is ambigu- 


© «= us in its conclusions. 


In its new Report On Currency 


` = And Finance, the Reserve Bank of 
<-> Zé India (RBI) comes to a more sober 


=, conclusion. Total factor productivity 
© (TFP) increased more rapidly in the 
= 1980s (3.9%) than it did in the 

© 1990s (2.1%). And there's more. 


<= Capital productivity, in fact, declined 


in the 1990s (-0.7%) compared to a 
growth of 1.3% in the 1980s. The 
saving grace has been the growth in 
labour productivity — 6.5% in the 
1980s and 7.8% in the 1990s. 

All this flies in the face of con- 
ventional wisdom. We need more 
discussion on why productivity 
growth is slowing down. And per- 
haps hold the champagne till clear 
answers are availabie. 


JS 


ERE's something more from 
the RBI. it has released a new 


< report on the sources of India’s 
~> 7% huge forex build-up over the past 
| 2 decade or so. The official reserves 
` a= grew by $91.1 billion between 
-~ “> March 1992 and September 2003. 
e How did this happen? 


The RBI says that foreign 


=æ" investments accounted for $55.4 

. Z billion of this; NRI deposits pulled 
— «© in $21.8 billion; there was extemal 

*'< assistance of $11.8 billion; exter- 

ze nal commercial borrowings (ECBs) 
_ #* were $15.3 billion; and other items 
. Z on the capital account are respon- 
ë sible for $11.2 billion. 


On the other hand, the current 


> Sf account — which was in deficit till 
` ass a year ago — led to an outflow of 
s ¢ = $31.4 billion. Add all this up, make 
a2 a few minor revaluation adjust- 





| as many expect it to. 


by Niranjan Rajadhyaksha 


ments, and you get the magic fig- 
ure — $91.1 billion. 


A 


HE bond market rallied on the 

day finance minister Jaswant 
Singh announced the Interim Bud- 
get. This was in marked contrast to 
the fall in the equity market on 
that day. Why? 

Bond traders say they are en- 
thused by the sudden drop in the 
fiscal deficit — from the budgeted 
5.6% of GDP to 4.8%. And the gov- 
ernment says it will target a deficit 
level of 4.4% of GDP in 2004-05. A 
lower fiscal deficit means a lower 


level of government borrowings and, | 


perhaps, interest rates as well. 
Most traders and economists 
had assumed that interest rates 


have bottomed out. Will the new fis- x 


cal discipline prove them wrong? It 
means a lot for borrowers — the 
government, companies wanting to 
invest in new capacity and middle- 
class folk with stiff mortgages. 


SS 


week ago, BW carried a story 

about how many Indian compa- 
nies are lining up to tap the global 
debt markets for funds (‘Fund Rais- 
ing Days’, 9 February). Well, they 
have company. Research house 
Thompson Financial says borrowers 
from emerging markets issued 
$13.7 billion of bonds in January 
2004, the highest since July 1997. 
That month, just weeks before the 
Asian financial crisis wrecked emer- 


ging market bond issuance, the 
amount raised was $15.5 billion. 
What's interesting is that the 
pricing of the new bonds has been 
very good. Thompson says that the 


differential between the rates of US | 


treasuries and emerging market 


bonds is at a six-year low. Let's see ` 


how this changes if the US Federal 
Reserve increases interest rates, 
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Trojan horse 
for PNB? 


ANK of Baroda (BoB) chairman 
B PS. Shenoy must have heaved a 

sigh of relief last week when the 
board of Punjab National Bank (PNB) 
agreed to a merger with ailing financial 
institution IFCI. 

Both BoB and PNB were in the run- 
ning for a prize which both banks must 
have been ambiguous about, to say the 
least. IFCI has net non-performing as- 
sets (NPAs) of over Rs 5,000 crore, or 34% 
of its total assets. In the third quarter of 
2003-04, the FI reported a 10% jump in 
its net loss to Rs 1,115 crore and a 22% 
increase in borrowing costs. 

The government had promised fat 
tax and other incentives to whichever 
bank took over IFCI. It has also pro- 
mised to shift all bad assets of IFCI to a 





separate asset reconstruction company. 
Even then, any management would 
view a merger like this with trepidation. 
“The problem is we don’t know the 
quality of assets on IFCIs balance sheet. 
There could be problems even with as- 
sets that have been recorded as clean,” 
says an analyst. Also, IFCI has a negative 
spread on its assets (it borrows at a 
higher rate than it lends at), So even if 
IFCI’s clean assets are transferred to 
PNB, the latter would still need to be 
compensated for that negative spread. 
Few analysts dare to put a figure on 
the amount to which PNB would need 
to be compensated (in terms of tax sops 
or other incentives) precisely because of 
this uncertainty. But one analyst was 
brave enough to hazard a guess: Rs 2,000 
crore. And that’s assuming that IFCI's 
bad assets are transferred to a separate 
asset reconstruction company! m 
AVINASH CELESTINE 
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Great Moments at Work. 
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Introducing the new Microsoft Office System. Microsoft Moss thani Wiat tt sed to be, Microsoft Office is now ar 
Office System integrated system of programs, servers, services and solutions 


Now users can do more for themselves so you can focus 
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on the important things. That's because with Microsoft® meee sa a 
° TM Access 2003 PowerPoint* 2003 Project Server 2003 Live Meeting g 
Office InfoPath 2003, company forms San NOW be Excel 2003 Project 2003 Live Communications Office Online = 
automatically updated with the latest information. The FrontPage® 2003 Publisher 2003 — "erver200B TINN 3 
; eis InfoPath™ 2003 Visio” 2003 “ak 003 Š 
result? Everyone has the most current version, minimizing OneNote™ 2003 — Word 2003 eens Solution Accelerato Š 
rework and data reentry. That means less busywork for near Ane aN i T 
= 
them. And better yet, less busywork for you. For more Enabling Technologies: = 
: : : Windows Server™ 2003, Windows? SharePoint Services, Q 
information, go to microsoft.com/officelT iotas ME GNAI Services š 
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Microsoft’ ` . 
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©2003 Microsoft Corporation. All rights reserved. Microsoft, FrontPage, InfoPath, the Office logo, OneNote, Outlook, PowerPoint, SharePoint, Windows, Windows Offic i e 
Server, Visio and "Your potential. Our passion," are either registered trademarks or trademarks of Microsoft Corporation in the United States and/or other countries 


LUPIN 


Plant punch 
for psoriasis 


UMBAI-BASED pharma- | 
ceutical company Lupin 
has discovered a potential 
plant-based cure for pso- 
riasis, a genetically caused skin disease. 
Lupin has filed a patent application for 
the drug — Desoris — in India. The 
company has also isolated the active 
molecule in the plant and is filing a 
patent application in the US too. Clini- 
cal trials will begin soon, after the Drug 
Controller General of India (DCGI) ap- 


proves Lupin’s investigational new drug | 


(IND) application. 

Lupin filed the IND application on 
26 December 2003. Such an application 
has to be filed after the preliminary 
pharmacology and toxicity studies are 


completed and clinical trials can begin ` 
only after the filing. Herbal drugs | 


normally do not go 





animals for Desoris and found it to be 
safe for them. The drug maker also ob- 
served a psoriasis patient who was ad- 
ministered an extract from the plant by 
an ayurvedic physician. The psoriasis 
reduced 67% in 16 weeks. 

Lupin’s project was supported by the 
New Millennium India Technology Lea- 
dership Initiative (NMITLI), a special 
fund created by the government for fast- 
track projects in critical areas of tech- 
nology. Lupin’s application is the first 
IND filing to come out of the NMITLI 
programme. The company had two 
partners in the Rs 6.9-crore project — 
the Lucknow-based Central Drug 
Research Institute and the Chandigarh- 
based National Institute of Pharmaceu- 
tical Education and Research. x 

P. HARI 


through the IND applica- Investigational new drug 


tion and clinical trials 
route. However, Lupin is 
pitching its herbal drug for 
psoriasis squarely against 
allopathic alternatives, both 
in the home market and 
abroad. And there is no wayit 
can do so unless it goes 
through the tests other drugs are 
subjected to. This is the second IND 
application Lupin has filed for a 
herbal drug. The first was for an 
anti-migraine one. 
Psoriasis affects 1-2% 
of the world’s popu- 
lation. The aff- < 
liction is char- 
acterised by 
raised red 
skin covered by 
white flakes. While it is 
not fatal, it does affect the patient's qual- 
ity of life considerably and often his 
emotional well-being. Psoriasis drugs 
are a $4-billion market. The existing 
ones are known to have side effects. 
Lupin conducted a six-month study on 


Safety 





application process 


Clinical Trials 
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TELEVISION 
TV Today 
means 
business 





SATYAJIT DATTA T " 


S the Rs 108-crore TV Today 
; Network going to launch a 

business channel shortly? At 
TV Today's pre-IPO analysts’ meet, 
the company had talked about a 
business, a health and a women’s 
channel. The buzz is that the busi- 
ness channel will be the first one 
to go on air. 

Most analysts have been 
gung-ho about the stock, but 
some are showing a bit of con- 
cern. Their worry is that business 
news got only about Rs 70 crore 
of the total Rs 4,000-odd-crore TV 
advertising pie in 2003. TV18- 
CNBC took a chunk of that. Of the 
Rs 52 crore it is expected to close 
2003-04 with, Rs 40 crore will 
come from ads. 

Also, say analysts, business 
news is a different market from 
the one that Aaj Tak (ABP, which 
owns 74% of Star News, its com- 
petitor, also owns BW), TV Today’s 
flagship brand, is used to talking 
to. Aaj Tak created the market for 
24-hour Hindi news with its em- 
phasis on breaking news and local 
advertising. But a business news 
channel typically has an upmarket 
audience. In tum, the channels 
get premium advertisements. ` 

Is this then the way for TV To- 
day to tackle NDTV 24X7 in the 
absence of any luck with Head- 
lines Today? There was no com- 
ment from the company at the 
time of going to press. 

VANITA KOHLI-KHANDEKAR 
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RICOH — setting the standard It's time to go digital — or be left behind. A 


— ~ Go with someone you can trust. 
for digital copiers and RICOH pioneered digital copiers. We're 


multifunction printers the No. 1 supplier to the world's most 
competitive markets. * 
Just as exceptional as our technology is 
our commitment to your needs. 
Let's meet. 


*B&W digital office copiers, in the U.S., Europe and Japan 





RICOH INDIA LIMITED 


e-mail: ridhomkt@vsni.com, URL: www.ricohindia.ci 
Ahmedabad: 6575661/63/64, 6577763 Bangalore: 2256181, 2254386, 2252587 Chandigarh: 2741462,2742723, 2743054 Chennai: 28232457/58, 28271421 Delhi 
Hyderabad: 23305968/70 Jaipur: 2709756, 2707028, 2707744 Kolkata: 24743814, 4852056/57/58 Lucknow: 2239189/76 Mumbai: 26465570 - 74, 22881953 


Pune: 6133740, 6136492, 6111947 


O go to war, 

one would 

first need 

an army. 
But as it goes out to 
contend with the In- 
fosyses, Wipros and 
TCSs in the US mar- 
ket, thats exactly 
where L&T Infotech 
is hobbled. 

One would assume that for a 
$75-million Indian IT company 
that harbours ambitions of grow- 
ing to a substantive $500 million by 
2008, this question would have 
been addressed. But A.M. Naik, 
Larsen & Toubros (L&T) chairman, 
hasn't been lucky so far. 

After selling off L&T’s cement 
business last year, Naik turned his atten- 
tion to IT services with a lot of passion, 
spending 40% of his time on the domain. 
And it was he who pinned the 600% 
growth target to the drawing board. 

If only Naik could find a team that is 
equally ambitious. In the past two years, 
the HR team has screened over 300 can- 
didates of whom 50 were for senior posi- 
tions and hired about 5% of those scre- 
ened. But the critical post of US country 
manager is still vacant. The company is 
also working with head-hunters Stan- 
ton-Chase, Hunt Partners, Boyden In- 
ternational and a few US-based ones. 

Naik himself is driving the hunt for 


SANJIT KUNDU 






the A-team, envisioned to comprise 
eight-odd people, including the country 
president for the ubercompetitive US. 
“What Naik is looking for is a replace- 


ment for himself,” says one official ata | 


head-hunting agency. “Wipro has Azim 
Premji and Infosys has Narayana Mur- 
thy. L&T needs a person of that calibre.” 

For this, Naik has been using half the 
time on his five or so yearly US visits in- 
terviewing candidates. Often, this is fol- 
lowed up by day-long sessions with the 
candidates over in India. But the inex- 
orably slow pace has put off some peo- 


ple. “I don't think they know what they | 


are looking for,” says a US head-hunter. 


AUTO COMPONENTS 


Moving to Motown 


OR the first time three Indian 


F 


housing company in the US (Dayton, 
Ohio) with a local partner. Two of them 
are Lifelong India, a maker of plastic 
components, and Omax Autos, which 
makes sheet metal and machined 
parts. The third is believed to be Hi- 
tech Gears. 


companies have come together 
to set up a marketing and ware- 


Try as they might, few Indian auto 
component manufacturers have been 
able to make a dent in the world’s 
biggest car market, the US. With auto 
companies keen on cutting costs and 
wary of carrying inventory, it is impor- 








_ tant for suppliers to ensure that com- 


ponents reach the production plants 
on time. But US manufacturers fear 
that Indian companies with production 


| bases halfway around the globe may 
| not be able to do this. 


A US outfit is expected to solve 


| this problem and a feasibility study is 
| on. According to a source, the cost of 


running an office there is likely to be 


| about $25,000 a month. Lifelong In- 


dia CEO Atul Raheja says: “I don’t 


think there’s any cost saving.” But this | 


is hardly the main consideration. The 


| cost of opportunities missed by not 


having an operation in the US is much 
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L&T INFOTECH 


A general without 
lieutenants 


Some have been miffed by the way 
L&T is going about the job. “They 
are using the process to glean 
knowledge about the US market. 
No one asks candidates to write 
out business plans. It’s just not 
professional,” says a California- 
based candidate that BW spoke to. 

L&T Infotech CEO Vijay Kumar 
Magapu defends the approach: 
“We are using the business plan 
route to filter out candidates. It’s not 
usual, but our goals are very ambitious 
and we want to make sure that the can- 
didate can handle the job.” Inadequate 
expectation management and the low- 
key presence of an untested brand like 
L&T Infotech are also drags on the 
process, says Magapu. 

So who could possibly make it to 
Naik’s A-team? Someone with incredi- 
ble stamina, who can drive M&A (as it is 
wired into the company’s vision), has 
performed after the dotcom bust, and is 
a marketing engine able enough to sell 
an unbranded service. Any takers? E 
RADHIKA DHAWAN 
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higher. With the US outfit and ware- 
housing facilities, the Indian compa- 
nies should be able to allay the fears 

| _of the American buyers, at least about 
| timely delivery. ge 
| AARTI KOTHARI 
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There is a reliable way to test the 
quality of electrical equipment. 


Simply compare it with a Merlin Gerin. 


Merlin Gerin forged an international reputation ahead, these products are now a benchmark for the 
in 1920 with its core competencies in the main areas industry. 
of electrical distribution. Since then its range of Today Schneider Electric, the world leader in 
innovative end-to-end solutions in low and medium electrical distribution and industrial automation, 
voltage applications have continuously improved continues to innovate with the Merlin Gerin range 


Safety and comfort consumers. Being a generation of high technology products. 


a brand of i ° o 
Schneider č Merlin Gerin 


Electric 


The products featured here are NEX and Ringmaster 
Schneider Electric India Pvt. Ltd. 
Corporate Office: A-29, Mohan Co-operative Industrial Estate, Mathura Road, New Delhi-110044. Phone: 011-51590000 
For more information, visit us at www.schneider-electric.co.in 
Visit us at Hall No. 6, Stall No. P1 at Elecrama 2004 at Pragati Maidan, New Delhi. 





Ashok V. Desai is 
consultant editor of 
The Telegraph 


Last 
weeks 
Budget 
wasa 
natural 
one for an 
intensely 
political 
ruling 


party 

















AS it a vote on account ora 
budget? In the last session 
of the outgoing Lok Sabha 
or the first session of the 
year? What is important is 
that the NDA government has made a mockery 
of important parliamentary conventions. The 
President addresses Parliament at the begin- 
ning of the Budget session. The idea is that the 
government, through the President's speech, 
outlines the state of the nation and the ruling 
party’s administrative intentions. It discloses to 
the people what it plans for the nation, and it 
gives the Opposition a chance to scrutinise and 
pick holes in its plans. The Presidents speech is 
a part of the openness that parliamentary gov- 
ernments are supposed to ensure. It should 
have been delivered at the beginning of this 
session whether it was constitutionally re- 
quired or not. This government is going to re- 
sign in a couple of months and cannot have a 
plan for the year. But it also hopes to return on 
re-election; it could have used the President's 
speech as a pre-election manifesto, a statement 
of the case for its return. 

The government unnecessarily called it an 
interim budget. The debate on the budgetis the 


most important task of a parliament. The idea | 


is that the government should not be able to tax 
the citizens without their consent as expressed 
by their elected representatives. Unnoticed 
points come up, weaknesses are uncovered, 
and compromises are made during debate. 
That is why a budget cannot be passed without 
extensive discussion; and there cannot be any 
on whatever was presented last Tuesday. That is 
why it was important not to call it a budget; a 
vote on account was a perfectly good descrip- 
tion, supported by tradition. 

But there is another, more substantial sense 
in which it was not a budget. The finance min- 
ister has announced tax concessions twice in 
recent weeks. Some of them — for instance, the 
reduction in peak customs duty — were impor- 
tant. Others were more complicated, and their 














rationale should have been explained. For in- 
stance, duties were reduced on a range of in- 
puts for auto ancillaries because the industry 
complained that it would be unfair to make it 
face competition from the Thai industry unless 
it was given a level playing field. Such are the is- 
sues that should be aired in Parliament. Making 
changes in taxes in a cavalier manner without 
serious explanation, without giving Parliament 
a chance to debate them, is poor governance. 
And these ad hoc fiscal announcements have 
set a bad precedent. It is wrong to keep making 
fiscal changes all through the year. They should 
be made once a year, and after open debate. 
Less frequent changes would also give more 
stability to business expectations. 

The Tuesday exercise was indistinguishable 
from an average BJP budget. It was full of hand- 
outs for those whose money or votes the BJP 
covets. There were sops for the egregiously po- 
litical sugar industry, for the central and north- 
ern states where the BJP’s electoral hopes are 
centred, and for small industry where it counts 
devout adherents. There was special treatment 
for Industrial Development Bank of India, 
which, now that UTI and ICICI have been 
ceded to professional management, is the 
prime instrument of political patronage. 

However, this passionately partisan govern- 
ment has stuck to one good thing: it has in- 
vested in infrastructure. The finance minister 
has now set aside money for infrastructure for 
agriculture and small-scale industry; whatis re- 
quired now is to breathe some substance into 
it. Otherwise it will be just another empty 
promise like the agro-industry consortia that 
Manmohan Singh had announced long ago. 

The macroeconomics of the Budget does 
not need discussion, because the finance min- 
ister had no macroeconomic perspective. The 
significant fall in the ratio of fiscal deficit to GDP 
is due to strong growth; whenever the economy 
grows rapidly, budget balance improves. Alto- 
gether, a natural budget for an intensely politi- 

a 


cal party. 
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Government's Report Card’). 
Astatement such as the last 
one would have seemed unre- 
markable even as recently as a B 
year ago. In fact, try to remem- | 
ber the mood in the country EE- 
around this time last year. The | 3 
economy seemed to have com- fe 4 3 i 
al 
: al 





measly 4%. Then the rain gods 
blessed the country with a su- 





ment? And how much of this 
growth can be sustained in the 
years ahead? We'll return to 
these questions a bit later. But remember: economic cycles 
can flatter to deceive. 

So here's the comparative record of the various Central 
governments since 1985. Rajiv Gandhi's team delivered an av- 
erage GDP growth of 5.48%; V.P. Singh gave us 6.15%; 
Narasimha Rao’s government could boast of a growth rate of 
6.4%, (if 1991-92, when all its energies were focussed on stabil- 
ising the economy, is not considered); the United Front gov- 
ernments could boast of 6.3%. In comparison, this Vajpayee 
government's growth record over five years is nothing out of 
the ordinary: 5.62%, assuming that the economy will grow at 
8% this year. So, every government has managed to deliver 
growth between 5.5% and 6.5%. The best that can be said 
about the NDA government is this — it has not done any bet- 
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ter or any worse than the others. 


There is, of course, a lot to be said in defence of Vajpayee's 


team. The economic growth during the Rajiv Gandhi and 
VP Singh years was financed by huge borrowings. This profli- 
gacy cemented the road that eventually led to the financial cri- 
sis of 1991, when the country nearly went bankrupt. The 
Narasimha Rao-Manmohan Singh team then used the eco- 
nomic crisis to push through overdue first-generation reforms 
such as tax cuts and delicensing. It then abandoned the re- 
formist path in 1993, leaving the more difficult second-gener- 
ation reforms to later governments. (And today we have the 
sorry sight of the Congress party repudiating its most out- 
standing contribution to the Indian economy.) 


The NDA government has struggled hard on this front — 
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the removal of quantitative restrictions on certain imports, 
privatisation, reform of state finances, new legislation for the 
power sector, clearing the telecommunications mess, and 
opening up of the insurance business are just a few of the re- 
forms they have pushed. Then, there is the exemplary concep- 
tualisation and management of the national highway project. 
In that sense, this government has delivered far more than 


what it initially seemed capable of. (See story on page 30 on | 
how the NDA government's economic thinking has matured | 
_ can this continue for long? 
But yet... an average growth rate of 5.62% is nothing to | 


over the past five years.) 


write home about. And, what's worse, this growth has comein | 


tandem with a marked deterioration in public finances. Both 
the fiscal deficit and public debt have soared. At an interna- 


tional conference on India’s public finances held in Delhi by | 


the National Institute of Public Finance and Policy and the In- 
ternational Monetary Fund (IMF) in January this year, a host 
of reputed economists warned that India was ignoring its fis- 
cal mess at its own peril. 

IMF economist Kalpana Kochhar says: “Chances are that 
any conversation about India today will turn into a discussion 
on the rapid rise in income and the reduction in poverty, or the 
phenomenal rise of the information technology and the ITES 
sectors in the global market, or on the spectacular growth in 
cellular telephony, or on the imminent dawn of India’s global 


age.... At the same time, however, India has one of the largest | 
and most intractable fiscal imbalances in the world —a point | 


that sometimes gets lost in the rush to ‘feel good.” 

Take a look at the table ‘India: Shining Or Sinking’ on page 
28, which compares India’s fiscal position with some other 
‘crisis-prone’ economies. It's not a pretty picture. That is why 
most economists are still worried that economic growth can- 
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not be sustained in the medium-term unless the government 
puts its financial house in order. 

“The fiscal deficit will come back to haunt India,” [MF 
chief economist Raghuram Rajan hinted darkly in a recent in- 
terview. The combined deficit of the Central and state govern 
ments is now 10.2% of GDB which is higher than the level 
reached in 1991, when the economy toppied over inte its 
worst-ever crisis. India has been a rare economy — one that 
has rolled on despite the load of deep government debt. But 


Through most of its existence, the second Vajpayee gov- ` 
ernment seemed to have a cavalier attitude to the economists ` 
version of the original sin. A high fiscal deficit — what, me 
worry? So the deficit stayed resolutely above 5% of GDP But fi- 
nance minister Jaswant Singh delivered a pleasant surprise 
last week. His interim budget showed that the fiscal deficit in 
2003-04 had fallen to 4.8% of GDP far lower than the budgeted 
5.60% and almost the lowest level seen in a decade. He has, in 
large part, the huge jump in the growth rate to thank for this 
surprise. (See story on page 36.) 

Yet, the combined fiscal deficit of the Central and state 
governments is still too high for comfort. The obvious ques- 
tion is: why haven't we seen a new version of 1991? We put this 
question to a few economists in recent weeks. Most of therm 
identify four reasons why a high fiscal deficit has not derailed 
the Indian economy. One, falling interest rates have ensured 
that the cost of servicing our huge public debt is more man- 
ageable than before. Two, debt management is more sophisti- 
cated — the government raises more long-term debt today, 
while its dependence on short-term debt has fallen. Three, 
buoyant capital flows have helped Rind the fiscal deficit with 
some ease. And four, while the government has been on a 
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huge internal borrowing binge, external debt is well under | 


control. According to political economist Ricardo Hausmann 
of Harvard University’s Kennedy School of Government: “In- 
dia committed the domestic original sin, but not the interna- 
tional one.” 

These factors have helped ensure that the fiscal deficit has 
behaved like a benign tumour. Why has it not turned malig- 
nant, as it did in 1991? Few seem to realise that the credit for all 
this lies not with the government, but — 
with the Reserve Bank of India (RBI). It ° 
is the central bank that has brought | 
down interest rates, tweaked the debt | 





management policy and discouraged 
foreign borrowings. Even the $100-bil- 
lion foreign exchange hoard and the 
stable rupee — two other things that 
the NDA government boasts of as its 
achievements — are actually the re- 
sults of the way the RBI has managed 
the external account. “That may be 
true, but everything was done in close 
consultation with the finance min- 
istry,” says a senior central banker 
diplomatically. Even so, a less crafty 











Note: Fiscal deficit is combined for Central and state governments : 
| Source: Kalpana Kochhar (IMF) | 
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~ |, roads. And the recent changes in the power 
sector could kick off long-overdue invest- 
ments too. 

It is all this hard work, despite the many 
false starts, that will pay long-term dividends 
for the economy. Some sceptics insist that 
| this years expected GDP growth of 8% is an 
_ aberration, a blessing of the rain gods. They 
believe that growth will slip back to its ‘Hin- 
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dutva’ rate of between 5.5% and 6% once 
agricultural growth reverts to its normal 
level. (It is expected to grow at 10%-plus this 
year because of the rebound from its recent 
drought-induced lows.) 

Last month, when it was announced that 
the economy had grown at 8.4% in the sec- 
ond quarter of 2003-04, Businessworld asked 
several economists whether growth would 
wither away next year. No, they said. Each of 
them expected growth in excess of 7% to continue for at least 
another year, even assuming only a minor rise in farm output. 
The revival in manufacturing and the boom in services could 
be here to stay. Part of the credit has to go to Vajpayee's team. 

“There is a cyclical element in the economic revival, but it 
also presents an opportunity to shift up the structural growth 
rate,” says Deutsche Bank senior economist Sanjeev Sanyal. 
“It is not enough to have these occasional spurts of growth if 
widespread poverty has to be re- 
moved. This rate must be sustained 
and, fortunately, a number of neces- 
sary conditions are finally falling in 
place. It is now up to the government 
and the people of India to seize the 
moment, and push through the re- 
maining reforms that are needed to 
place the country on a permanent 
high growth path of 7-8% a year.” 

So, the report card of the Vajpayee 
government is a mixed bag ofA, B and 
C grades. But it has worked hard at 
continuing economic reforms, de- 
spite stiff opposition from within. It 
has consistently chipped away at 





Rajiv Gandhi 


9.48% 


central bank could have allowed the P.V. Narasimha Rao | structural impediments that held 

fiscal deficit to wreck the economy. AA 6 4 0 y _ back growth. It helped that it had a 

So, is that it? Has the Vajpayee gov- D> smart central bank to help manage 
ÍS $ 0 


ernment been incompetent, yet man- 
aged to stay out of trouble because of 
the deft handling of the economy by 
the RBI? That is the story, but not the 
whole one. The NDA government —or 
at least some of its better ministers — 
has worked hard to sort out many pol- 
icy and regulatory issues that could not 
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the economy. But before the conches 
and megaphones start disturbing our 
afternoons in the coming months, re- 
member this: the NDA government, 
for all its achievements, leaves behind 
a serious fiscal problem. 

That’s the big blot. Finance minis- 
ter Jaswant Singh said in his interim 
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N the evening of 6 September 2001, a group of con- 
sultants from McKinsey & Co. trooped into the 
prime minister's house at Race Course Road in 
Delhi. They then went on to make a two-hour pre- 
sentation on how economic growth can be taken 
up to 10% a year on a sustainable basis. Their main 
recommendation: free 13 key sectors from outdated restric- 
tions. In attendance were the most powerful men in the NDA 
government: Atal Bihari Vajpayee, L.K. Advani, George Fer- 
nandes, Jaswant Singh and Yashwant Sinha. At the end of 

it all, an incredulous Vajpayee asked: “Magar yeh sab 

hoga kaise?” 

This bewildered question captures the essential truth 
about Vajpayee and his government at the time: they 
lacked conviction in economic affairs. And yet, this is the 

same team that has since then 
pushed through many 
tough sectoral reforms, 
and is now managing an 
economy that is ex- 
















8% this year. How can 

this dramatic metamor- 
phosis be explained? 

Let's go back to the be- 
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| ginning — 1998, when the first NDA government took office. 
` The BJP and its allies had angrily railed against globalisation in 
_ the preceding years. The World Trade Organization (WTO) 
_ was the devil incarnate. The need for foreign direct invest- 
_ ment (FDI) was grudgingly accepted, but only in a few high- 
tech areas. “Computer chips yes, potato chips no,” went the 
_ evocative slogan of the times. Even essential legislation — like 
_ the one proposed by the United Front government to set up an 

_ insurance regulator — was blocked in Parliament by the BJP. 
Swadeshi was the magic word. And its ideologues were 
immensely influential. They even 
managed to deny Jaswant Singh, 
Vajpayee’s initial choice for fi- 
nance minister, the job. Yash- 
want Sinha became finance 
minister, His first budget was, 
in his own words, rooted in 
swadeshi. Taxes were in- 
creased, protection levels were 
hiked and fiscal discipline was ig- 
nored. The markets were stunned. 

_ The economy was drifting towards stagnation. 

The nuclear tests at Pokhran and the subsequent interna- 
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the turning point. The threat of a crisis galvanised Vajpayee 
and his men. There were some indications even before Sinha’s 
first budget that reforms would continue. Power minister 
PR. Kumaramangalam had already tabled a power reforms 
bill. And law minister Ram Jethmalani had proposed the re- 
peal of the Urban Land Ceiling Act. 


that it had vociferously opposed just a couple of years ago — 


one for setting up an insurance regulator and the other for in- 
_-troducing a globally-acceptable patents regime in India. All 


hell broke loose. Rashtriya Swayamsevak Sangh (RSS) affili- 
ates like the Swadeshi Jagran Manch and the Bharatiya Maz- 
door Sangh took to the streets. There was internal dissent as 
well. “But Vajpayee stuck to his guns and Advani backed him 
completely,” says a minister in the NDA government. 

Did Vajpayee turn his back on his ideological inheritance 
in those troubled months? That's not quite true. A senior Con- 
gress functionary alleges that the spurt of reforms was initi- 
ated in an attempt to buy goodwill from the Americans after 
the nuclear blasts. But the NDA minister differs: “There was 
conviction in what we did. Remember: Vajpayee and Advani 


informally supported the Narasimha Rao-Manmohan Singh | 


reforms in 1991. The Congress had a minority government 
then, yet we did not block them.” 

There is a deeper issue here. The BJP and the Jana Sangh 
(its earlier avatar) have fluctuated between swadeshi and free 


He came to power 
with a lack of 
conviction in 
juggling economic 
issues. But he 
learnt fast on the 
job.By Niranjan 
Rajadhyaksha 





markets throughout their history (See ‘The Evolution Of An 
Economic Ideology’). Cultural nationalism and liberal eco- 
nomics have been in conflict. “The Hindu nationalist project 
hides a profound paradox: the maintenance of traditional 
identity demands material strength, but the means to that 


_ Strength are likely to undercut traditional identity,” says 
But the pace picked up after Pokhran IL The BJP in an ex- | 
traordinary reversal, pushed through two pieces of legislation _ 


Mr Vajpayee 


Baldev Raj Nayar, political economist at McGill University. 

The possible answer to why the BJP eventually chose lib- 
eral economics over cultural conservatism after it carne to 
power a second time in 1999 lies in the personality of its enig- 
matic leader. People who have interacted with him say he is 
not aman for details. “One of the phrases I often hear fram Va- 
jpayee whenever | meet him is: Sab kuch siddhant ke gadhar 
pe hona chahiye,” says a senior economic administrator. Vaj- 
payee is evidently more focussed on the core philosophy — 
siddhant— rather than the administrative details. 

This characteristic is perhaps why others who have inter- 
acted with the prime minister have come back a bit puzzled. “I 
went to some ofhis advisory council meetings,” says an econ- 
omist. “We would make our speeches, he would silently sit 
through them, then thank us politely and leave. There was al- 
ways a good dinner spread after that.” 

So how does a man who is disinterested in economics and 
impatient with policy details manage to steer his government 
towards economic reforms? The answer: by choosing the right 
people to convert the core philosophy into effective policy. 
The problem is that Vajpayee’s choice is hampered by the 
needs ofa coalition, as well as by the ideological preferences of 
the RSS. So much has depended on the individual minister — 
is it an Arun Shourie or a Ram Naik? “Just look at civil aviation. 
Nothing happened for five years. Then Rajiv Pratap Rudy 
came and pushed through all sorts of changes,” says a parlia- 
mentarian. So it's not the NDA government that has been re- 
formist, but individual ministers — Arun Shourie, Jaswant 
Singh, Arun Jaitley and even Yashwant Sinha. 

But that is too much of a hit-or-miss approach to national 
policy. Critics of the NDA say that the key problem is the lack of 
a coherent economic philosophy to guide the government. 
Way back in 1998, economist Jagdish Bhagwati came out of a 
meeting with Vajpayees economic advisers and said: “If they 
are economists, then I am a Bharat Natyam dancer,” 

“This party has never had high-quality economic advice. 
They had someone like Subramaniam Swamy once, He 
taught at Harvard and wrote academic papers with Paul 
Samuelson. He left the BJP and there has been nobody else 
like him since,” says another top economic policy maker. The 
quality of advice from the outside, too, has often been 
mediocre. Manmohan Singh was himself an outstanding 
economist. He also had committed liberals like Montek Singh 
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Ahluwalia and Ashok Desai by his side. At 
the PMO, he had the support of super-bu- 
reaucrat A.N, Verma. 

Vajpayee has a few good men like bu- 
reaucrat N.K. Singh at his side. “But what 
they (the NDA government) really lack is 
someone like Brajesh Mishra, who has a 
coherent approach to foreign policy and 
strategic affairs. The NDA lacks an econo- 
mist’s version of him,” says a policy maker. 
It is this lack of coherent vision that often 
keeps the government in tangles. Witness 
the regular spectacle of the privatisation 
minister announcing a sale and the rele- 
vant departmental minister opposing it 
(often in public). Or the problems the fi- 
nance ministry has in cutting adminis- 
tered interest rates because of the stub- 
bornness of the labour minister. So it's 
often minister versus minister, while 
everyone says, ‘yes, Prime Minister. 

A basic grasp of what needs to be done, 
and colleagues who know how it can be 
done, works wonders even in government. 
Here's an incident recounted by Robert 
Rubin, treasury secretary in the Clinton 
administration, in his autobiography. He 
= was discussing the need to reduce import 
tariffs on fish. “Clinton remembered see- 
ing some poor fishermen casting their 
lines.... He wasn't going to do anything to 
hurt those vulnerable people,” remembers 
Rubin. The politician's gut feel had to be 
overcome. “But Mr President,” Rubin ex- 
plained, “to help those poor fishermen, 
you're going to prevent the greater benefit 
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economic ideology 
1950s: Swadeshi Roots 


In the 1951 election the Jana Sangh said: “It is necessary to revive 

the spirit of swadeshi. This will save us from reckless imitation, from 
unnecessary and excessive dependance on foreign capital, and create 
in us a tendency for restraint and avoidance of conspicuous consumption” 





60s-70s: Opposition to socialism 


The Jana Sangh was one of the few national parties to oppose socialism, 
especially Nehru’s attempts to introduce co-operative farming. Years 
earlier, Shyama Prasad Mookerjee had said: “The sanctity of private 
property will be observed and private enterprise will be given fair and 
adequate play, subject to national welfare” 


1980s: Gandhian socialism 


The modern BJP was founded on the ruins of the Janata Party. Vajpayee 
set it up on a platform of Gandhian socialism. His party was critical of 
Rajiv Gandhi's early liberalisation, especially “the vast borrowing spree 


- both internally and externally”, and “the invasion of our national economy 


by multinationals”. Then the divisive politics of Ayodhya took over 


1990s: The BJP and liberalisation 


Narasimha Rao and Manmohan Singh introduced far-reaching reforms; 
the BJP’s economic platform was hijacked. The party wanted calibrated 
change — internal liberalisation first and then globalisation. Opposed 
WTO, patent law and insurance reforms. Called for restricted FDI 


1998 and beyond: Reality check 


BJP leads a government that is heavily under the influence of swadeshi ` 
ideologues, who keep Jaswant Singh out of the finance ministry. Yashwant — 


Sinha’s first budget claims to be swadeshi. Then the move towards the 
centre begins. The NDA government embraces economic reforms 


The evolution of an x 





that would come to the poor... from being able to buy cheap 
fish.” Clinton immediately saw the point and allowed Rubin to 
cut duties. 

Vajpayee could do with such insightful advice. Yet, to his 
credit, he has learnt enough on the job to push through eco- 
nomic reforms. He and others around him have seen that the 
move towards globalisation in poor countries is not without 
good reason. Today there is little to differentiate between the 
economic policies of the BJP and those of other political for- 
mations in India. In a recent paper, McGill's Nayar says there 
are two reasons for this. The internal reason is the tendency of 
political parties to move towards the ideological centre be- 
cause of India's democracy and diversity. The external reason 


interdependent world economy’. 

Thus, the BJP has moved towards the economic main- 
stream over the past five years. (Its politics may not have 
moved to the same extent.) Fears of it turning away from re- 
forms have proved to be unfounded. The RSS exerts less pres- 
sure today, at least as far as economic policy goes. Vajpayee 
has seen to that. 





lies in the “substantial incentives for participation in a highly | 


Yet, the question lingers on: are reforms dependent on the ` 
commitment of individual ministers and the benign support | 


of a respected, but ageing, leader? Says a veteran bureaucrat: 
“This is perhaps an indication that the parliamentary system 
and the cabinet form of government is not working as 
smoothly as it should. That's why we have this uneven com- 
mitment to reforms within the same government. I'm not sure 
this will change if others come to power.” 

So isn’t Vajpayee’s hands-off leadership style a liability 
then? “No,” says the bureaucrat. “Nehru and Indira Gandhi, 
for example, had very clear ideas about what was needed to be 
done. Their cabinet colleagues inevitably fell in line. | think the 
style of Narasimha Rao and Vajpayee is perhaps more suited 
to our times. It is more participatory and open-ended.” 

Narasimha Rao used the crisis of 1991 to push through 
long-overdue economic reforms. The political challenge be- 
fore Vajpayee was to broadbase the platform — move from cri- 
sis-led to consensus-based reforms. Has he succeeded? His 
party seems to believe so. Look at the recent attempts to 
downplay Hindutva and focus on bijli, sadak and paani. It's 
been along journey for the BJP — from swadeshi to globalisa- 
tion. And a large part of the credit for this must go to that con- 
summate politician — Atal Bihari Vajpayee. a 
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With reports by Ranju Sarkar 
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OR the first time since 1996-97, 
India has had a fiscal deficit lower 
than 5% of GDP — and that does 
indeed impress. It seems even 
more impressive if you look at the 
Rs 21,534-crore reduction in the deficit 
from the budgetary estimates. Jaswant 
Singh has performed this feat at the 
= game time as he has doled out sops to 
constituents. 

How did Singh shave almostawhole | 
percentage point off the closely- | 
watched figure of fiscal deficit as a per- | 
~ centage of the GDP? Many were, in fact, | 
' expecting a lower number — simply be- | 
° cause GDP growthitselfwasexpectedto | 97 
be far higher than the estimate. Onthe | 

| receipts side, the higher incomes earned | 

' by businesses and individuals did trans- 

` late into a Rs 9,000-crore boost to tax rev- 
< enues over the budgetary estimates. 
There were other factors too. Low in- 
terest rates, predicated by the easy mon- 
| etary policy stance of the Reserve Bank of 
India, saved the government over 
i Rs 2,700 crore in interest payouts this financial year. Earnings 
| from disinvestment beat expectations for the first time, that 
, too by a substantive Rs 1,300 crore. Food subsidies were 
slashed by around Rs 5,200 crore as the government imple- 
mented food-for-work programmes, which in turn afforded 





Singh put the ‘shine’ on India. 

Reality, as always, exists in shades of grey. For starters, 
Singh smartly managed expectations in his last Budget 
by keeping his targets relatively low. His goal for tax revenues 
for 2003-04 was only 15% higher than the actuals in 2002-03. 
In 2002-03, the estimates were 29% higher than the previous 
year's actuals, and the year before that the target was at 20%. 
It’s a similar story on the expenditure side — this year's growth 
was expected to be just 9%, lower than the 13% aimed at in 
2002-03, and 15% in the year before. lla Patnaik, an economist 
at NCAER, agrees: “His budget estimates for 2003-04 were 
quite modest.” 

But when you lookat the deficit indicators of the states too, 
the picture does become a murkier shade of grey. Last year, the 
Centre announced a debtswap scheme in which states would 
prepay high-cost loans from the Centre by passing on the 
funds raised through small savings schemes and some raised 
from the market. Though this move would help states reduce 
their severe interest burden in the years ahead, in the present 
financial year, the states have had to borrow over Rs 23,000 
crore to finance the prepayment. Picture this: during 2002-03, 


reduction in food stocks. Grants to states and Union Territo- | 
ries shrunk by about Rs 2,700 crore. All this and more helped ` 
_ or shortfalls in expenditure on infrastructure, especially in 
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Better sense prevailed? 
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Nifty expectation management and 
sheer good fortune helped the FM 
with his budget. By Avinash Celestine 


states raised Rs 30,853 crore from the market; in the nine 
months to December 2003, they had already exceeded that 
figure by Rs 8,000 crore. The result: the combined market bor- 
rowings of the Centre and the states between April and De- 
cember are up 9% over the last year. 

Other concerns persist too. Many have pointed out that 
not all reductions in government expenditure are good. Cuts 


agriculture, can critically affect growth in a developing econ- 
omy. This year's total capital expenditure by the Centre, after 
adjusting for the debt swap programme, was at Rs 64,766 crore 
— well below the years estimate of Rs 72,568 crore. In sectors 
like agriculture, irrigation and flood control, actual plan 
expenditure has fallen short of the budgeted amounts by 
8.4%. Last year, it was short by 13%. And that doesn't bode well 
for an economy where the primary sector still accounts for a 
fourth of the GDP. 

Bolstered by this year’s 4.8%, Singh has set an even more 
ambitious 4.4% as the next years fiscal deficit target. Is this the 
beginning of the long-awaited fiscal turnaround? This year 
Singh has been lucky. The excellent monsoon led to strong 
growth in agriculture, which in turn has been one of the main 
factors behind the good economic performance. The growth 
seemed even stronger in relative terms because the previous 
year's production was severely affected by drought in various 
parts of the country. Singh's successor, or Singh himself, 
should he be fortunate enough to return to the North Block, 
must be praying to the rain gods. m 
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to biopharmaceuticals, from custom research to clinical 
trials, Biocon has a proven presence in diverse areas of 
biotechnology. 

Today, Biocon leverages its decades of fermentation 
expertise to develop and market an extensive range of 
high-value healthcare products. 

Our vision is to be a technology-driven 
biopharmaceutical company of global distinction. 
Biocon is founded on breaking new ground. So we 
constantly research, innovate and invent. 


The difference lies in our DNA. 


Corporate Profile 


" India's largest biotech company* 
Patented bioreactor: the PlaFractor ` 
US FDA- and EDQM-qualified statin 


facilities 


Over 120 patents filed 
850+ bioscientists, engineers and 
business managers 


*Source: BioSpectrum-ABLE Survey, Sept 2003 


BIOPHARMACEUTICALS * ENZYMES * CUSTOM RESEARCH ° 


www.biocon.com 


CLINICAL RESEARCH 









































epth = = — 


ae | I = 
fasten your k 
seatbelts! + 


|», ONSIDER this: through the 1990s, organised retail .| discover what he loves to call the pan-Indian model of retail’ 
_ in India added just 1 million sq. ft of space a year. In 2002, after much trial and error, he appeared to have hit 
~ The pace picked up from 2001 onwards. But esti- upon one such winning formula: the Big Bazaar hypermarket 
= Mates have it that in 2003 alone, a breathtaking 10 model. Today, the chain of seven Big Bazaar outlets con- 
million sq. ft was picked up by this fledglingindus- | tributes close to Rs 400 crore to Pantaloon Retails topline. 
a try. Ifyou thought that was heady,thinkagain.The Biyani says he plans to set up nine more by 2005. 
= most aw exciting phase for the retail industry lies ahead. It isn’t just Pantaloon though. Much of this rapid scale-up 
g Over the next three years, a confluence of events will push | across the sector is helped partly by the fact that organised re- 
organised retail into a new orbit. One, a series of glitzy malls tail is now no longer starved of funds for expansion. The older 
,, has already begun to redefine the shopping habits of urban players are generating more substantive cash flows than ever 
` Indians. Some call it‘shoppertainment’ orshoppinganden- | before. Also, says Bala Deshpande, director (investments), 
4 tertainment— and it’s quickly catching on. But guess what? ICICI Ventures, “The favourable stockmarket performances 
` Even till last year, the number of malls in operation was barely _ of Trent and Pantaloon have helped loosen the purse strings 
in double digits. This year at least 50 new malls — of llakhsq. | ofpromoters and banks.” RPG has also begun diverting its in- 
ft size and above — are slated to go into business in 2004.Re- | vestments from Old Economy ventures to retail. Shoppers’ 
tail consultants KSA Technopak estimates that another 200 Stop, in fact, is readying for an IPO this year. Even Pantaloon, 
malls will come up in 2005 and 2006. “In all, 40 million sq. ftof | which scared away most investors with its over-aggressive in- 
retail space will enter the market in the next 2-3 years,” says vestment strategy, is now finding takers in the market. 
Devangshu Datta of 3i, a retail and sourcing consultancy. So what's in store? Experts say the current land grab will 
— Two, the sudden ramp up in retail real estate could create | hita higher pitch. Growth will attract newer players and fuel 
@ over-supply. After all, not every mall owner will find it easy to | more growth. KSA Technopak CEO Arvind Singhal says: “The 
| seek tenants. That, in turn, could bring down property prices. | share of organised retail in the total retail pie is likely to grow 
And suddenly, experts reckon, the new economics could from 2% now to 5-6% by 2007.” In their latest India Retail Re- 
make it attractive for a new set of players to join the party,es- | view, real estate consultants Knight Frank presage a share of 
pecially retail formats like furniture and consumer durables, 20% by 2010, perhaps a shade too optimistically. 
which need alot of space. So ifapparel and grocery led Phase | But things are likely to hot up once global retailers can set 
_lofdevelopment, new categories like furniture, pharmacy | up shop in India. Current FDI norms don't allow global retail- 
_and fast food could help propel growth in the near future. | ers to step in, except for cash-and-carry formats, franchisee 
Three, the early birds — retail chains like Shoppers’ Stop, | operations and special licences. Opinions differ on when the 
FoodWorld, LifeStyle and Pantaloons — are now well government will open the door. But even die-hard opponents 
past the experimentation stage, and are finding ways to x of FDI concede that they won't be able to stall the move for 
take their growth trajectories higher. Kishore Biyani, | more than two years. The 52-billion euros German giant 
managing director, Pantaloon Retail, agrees: “There is | Metro AG has entered in the cash-and-carry mode. French 
i 
| 
x 
j 
| 






anew sense of confidence in every Indian retailer. hypermarket chain Carrefour has set up a representative of- 
We now have formats that have been triedand fice to develop an entry strategy. There are several others tap- 
tested.” But that’s a claim that very ping their feet outside the door, trying to listen in closely. 
few other retailers can rightly make. | Indian retailers are fully aware that they have about two 
KO, While most of them have been largely | years. Hence the hurry to ramp up fast. The frenetic pace of 
fe  riskaverse and stucktoWestern mod- | expansion will, of course, throw up a new set of challenges. 

# els like department stores and super- What will these be? Come, grab a ringside view of this fast- 
markets, Biyani has triedinnovatingto | changing battlescape. a 
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A LifeStyle store in Gurgaon: up the growth ladder 
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ALK into Shoppers' Stops headquarters in 
Mumbai, and one of the first things you will see 
isthewallbehindthereceptionist. Hangingonit 


read the years when these outlets opened, it 
paints the picture of a company suddenly 
roused to action. At the start, the pace of store opening was 
slow. 1991. 1995. 1998. Then it picked up speed. The company 
opened two outlets in 1999, 2000 and 2001. In 2002, it slowed 
down, opening just one outlet. In 2003, it opened three. And 
now it seems as though the store opening team has run amok. 
Shoppers’ Stop is opening 27 outlets in the next 24 months. 
It’s the same story for every other major retailer in In- 
dia (See ‘Wal-Mart Wannabes’). LifeStyle is planning to 
open eight new stores in the next two years. Pantaloons 
is planning 43 by mid 2005. The RPG group plans to 
ramp up from just one outlet of Giant, its hy- 
permarket in Hyderabad, to 12 in two years. 
Globus, Piramyd, Westside and Ebony 
have similar projections, which will 
nearly double their current turnovers 
in the next two years. 
This is the biggest land grab Indian 
retail has seen. The experimentation 
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are photos of the company’s 13 outlets. If you | 























phase is over. And Indias retailers are stepping on the gas — 
before the big boys from the global arena come in. But will 
they have the muscle to match the global retailing giants? 

It isn't a blinding new secret on how to compete: almost all 
the Indian retailers have figured out that scale is the critical 
weapon. That's because with it come buying efficiencies, pric- 
ing leverage and lower marketing costs. 

Now, how will the scale advantage play out? In the most 
likely scenario, even if Indian retailers aren't able to put up en- 
try barriers, at least they can hope to position themselves as 
the first choice for any tie-up with a global retailer. Global 
chains will look for local retailers with strong backends. “Wal- 
Mart or Target will need 5-8 stores of 1 lakh-1.5 lakh sq. ft. They 
need this scale to spread their logistics costs,” says R. Jagan- 
nathan, Target's head of sourcing in India. That’s the opportu- 
nity wily entrepreneurs like Pantaloon Retail managing direc- 
tor Kishore Biyani could exploit. Biyani knows that building a 
robust nationwide supply chain is time-consuming. It took al- 
most two years for Metro to build a backend for its first store. “I 
want to quickly get to a turnover of Rs 1,000 crore, because 
when global retailers come into India, I want them to come to 
me first,” Biyani told BWin an interview two years ago. 

That countdown has begun. In two years, reckons RPG Re- 
tail CEO Raghu Pillai, India will see the first Rs 1,000-crore plus 
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m eee a a ne ee l | Then, there's the other 
Wal-Mart wannabes bugbear: too many depart- 


- 
| 

| Retailer Current turnover Targeted turnover Outlets Projected outlets ment stores, too many ex- 
| 




















(in Rs crore) (in Rs crore) | clusive outlets all too close 

Pantaloon* 1,200 31 74 (by 2005) to each other. "a here's 

aa | | hardly enough differentia- 

RPG** 1,600-1,700 1 woes | tion,” says former retail con- 

l ee | _ eee | sultant Neeraj Garg. “This 

| Shoppers’ Stop N.A. 13 40 (by 2005) | could make it hard to build 

' io eae | Store loyalty.” Besides, cus- 

| LifeStyle cts 7 15 thy 2005) | tomers don’t want to travel 

| Westside N.A. 13 21-23 (by 2005) | more than 20 minutes to 

| Visit a store. So, building 

Ebony 150 (Fvos) 8  14iwy2005) higher levels of traffic when 

' Piramyd - 190 (Fy05) 3 19 (next four yrs) catchments are shrinking is 
| — | atough challenge. 

Globus N.A. 7 15-17 (by 2005) z Most retailers concen- 

| *Pantaloon Retail. Current stores (projected for 2005) — Pantaloons: 14 (24); Big Bazaar: 7 (16); Food | š trate on the top eight met- 

romano ected commute fe 58 a m tarie, iy se I O Gari Tea | Ë 10S. That’s because the mar- 


ket here is ready for organ- 
ised retail and a premium 
retailers in two categories: food and gro- pricing strategy is easier to adopt. But does that leave enough 
cery, and apparel. But if you thought | room for growth? H. Ramanathan, director at the Landmark 
building scale was easy, think again. Group which runs LifeStyle, says there is no problem for the 
In an underdeveloped retail industry | next 5-6 years. But after that, he will have to look at smaller 
like India’s, it will throw up a whole new | cities like Chandigarh and Ludhiana. “Right now, these cities 
set of challenges. For one, generating | don'tthrow up enough business to support a store like ours.” 
large free cash flows for expansion isn't Like most underdeveloped service businesses, retail lacks 
easy. Retail margins are already wafer- | a large talent pool. And thanks to the BPO boom, Shoppers’ 
thin, compared to those in other markets Stop says it is losing counter staff at an alarming rate: about 








š like the Middle East. LifeStyle, which runs | one in every three leaves each year. And replacing 30% of the 
& Over 200 stores there, Says its net profit | staffevery year jacks up training and recruitments costs. 
% margins after tax in India are 4-5% com- What's more, for all the pains of building a business bot- 
Š pared to about 10% in the Middle East. tom-up, Indian retailers may soon have to contend with an- 
There are enough recent examples of | other grim reality: global competition. Turn the page. 
chains that tried ramping up too fast too soon. Barista, M.R. (with reports by Irshad Daftari) 


Domino's and Shoppers’ Stop all fell into a cash trap. So decid- 
ing the right pace of expansion will be equally critical. . . . 
Most retailers are trying to increase margins. For instance, Eve ry m aj O r reta | | e r l S 


Pillai has started sourcing his fresh produce directly from the 


farmers. About 350 farmers in Karnataka are doing contract gu na n na g fO r sca le 3 R ut 


farming for RPG. Everybody wins. The farmers get a guaran- 


teed offtake, and 46-48% of the price which the consumer th at’ S J u ST one of th e 


pays (up from the earlier 40%). As for FoodWorld, now sourc- 

ing half ofits total fresh produce from these farmers, it can sell 

it 15-20% cheaper in the market. m a NY C h a | | e n ges ro b D | N g 
Also, in apparel, it isn't easy to find suppliers who can 


match the capacities that a fast-expanding chain like Shop- th © mMm of th el r S | ce D 


pers' Stop needs. “Every 
time customers ask why 


a 
we don't have a product or 
a size, we end up with egg 
on our face,” says Sanjay 


Badhe, director (opera- 
tions), Shoppers’ Stop. 


Thats why store labels 
come in and so do interna- 
tional labels, which offer 
gross margins of 40%. 2 
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Global retail players 
will come to India, 
but only after they 
are sure about the 
India opportunity 
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LL eyes are on Metro. Since October last year, when 
this German cash-and-carry format opened its first 
100,000 sq. ft store in Bangalore, it has become every 
desi retailer's favourite whipping boy. The retailers’ 
allegation: Metro was allowing consumers to buy 
from its store when all it was supposed to do was sell 
to the trade and local businesses. Metro denies these charges, 
of course. And so, the war of words rages on. 

Metro is an excellent test case for a small group of global 
retailers, who are waiting in the wings before they make their 
debut in the world’s second-most populous country. “Metro is 
a bellwether for global retailers,” says R. Jagannathan, head of 
sourcing for US department store chain Target and former 
head ofWal-Mart’s sourcing operations in India. 

Most of these global retailers — Carrefour, Debenhams, 
Auchan — are from Europe, while only a few like Wal-Mart 
and Target are from the US. “The protests don't bother us. 
Everybody is looking at what numbers the store will notch up: 
sales per sq. ft, stock turns, turnover, etc. That will tell us if In- 
dia is ready for global retailers,” says Jagannathan. Carrefour's 
India representative declined to discuss their India strategy. 

But it isn’t as if all the global retailers are waiting to jump 
into the fray as soon as FDI restrictions are lifted. For the mo- 
ment, some of them prefer to mark time. Sources say that 
Carrefour, for instance, has postponed its entry into the 

country. And others say that both Wal-Mart and Car- 
refour want to focus on China before opening a new 
frontier in India. 

But that could well change if the Indian 
consumer market begins to look more 
attractive. Back-of-the-envelope cal- 
culations show that consumer spend- 

ing in India is around $35 billion. Even 

if organised retail accounts for 10% of 
this, it works out to just $3.5 billion. For 
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Testing the 


The Metro store | 
in Bangalore 


most global retailers that isn’t large enough, at 
least for the moment. 

Yet not everyone conforms to this hypothe- 
sis. Take Metro. Why did it make an early entry? 
Interestingly, it first studied the Indian market in 
1995 but decided to stay out after concluding 
that the market wasn't ready. Metro managing 
director Harsh Bahadur says: “In 1995, we found 
India did not have the variety of products or 
business customers to sustain the supply chain 
we would set up.” In 1999, Metro did another 
study. By then things had changed. A wider range of products 
and many more customers were available. Also, real estate 
costs had come down. The survey aided decision making, says 
Bahadur, adding that any market which is very fragmented — 
among buyers and sellers — is usually ripe for the picking. 

As a first mover, Metro may be an exception. Most others 
are likely to be more circumspect. Says Jagannathan: “Interna- 
tional retailers will come into this market. But it is hasty to as- 


| sume that they will all rush in the moment FDI is allowed.” 


Besides, a lot depends on whether the government allows 
full FDI in retail or just partial. That will determine whether the 
US retailers come to India or not. Unlike US retailers, Euro- 
peans are more amenable to tie-ups with local players. And 
therefore, joint ventures could well be their desired mode of 
entry. And expect to see more action in food and grocery than 
apparel. That's because the former is far more amenable to 
scale consolidation than department stores. 

Till then, it will be a case of wait and watch. Gi 
M.R. 


International retailers eyeing India 





Retailer Type Status 
Multi-format retailer Postponed entry 
f Hypermarkets Evaluating 
= Supermarkets _ Opening in Mumbai | 
| Lifestyle stores Already in | 
Multi-format retailer Tied up with RPG 
| 7-Eleven Supermarkets | Evaluating 
| Metro Cash-and-carry Already in 
| Wal-Mart | Hypermarkets Wait and watch 
| Landmark Í Lifestyle stores ` Already in 
| Mango Í Apparel retailer Already in 
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A Scheme 


that lasts for a lifetime. 
LIC’s Group Gratuity Scheme 


A plan that’s advantageous to 
employers as well as employees 





e Tax exemption for employers 


Gratuity o Life cover for employees. 





yice 
Assure ® Simple administration; no more worries of liquidity planning for 
gratuity payments ® Attractive returns and tax benefits 
® Scientific funding of gratuity liability recommended by LIC 
è instalment funding for past liability; available with 100% IT relief 
in the year of payment ® Employees insured for death benefit 


based on future service * Dual benefit of liquidity with high yield 





OUR OTHER GROUP PRODUCTS = 
e Group Superannuation Scheme * Group Savings Linked Insurance Scheme * Group Insurance Schemes covering various needs 
e Group Leave Encashment Scheme 


For further details, contact P&GS Unit at the nearest Divisional Office or email : licpgs@bom3.vsnli.net.in 


LIC/31/03-04/Eng 


LY) fife Insurance Corporation of India 
7 Trust - Thy name is LIC 


Visit www.licindia.com Insurance is the subject matter of solicitation 































































AGHU Pillai sounds pleased. And you wonder why. 
Because till about three years ago, the RPG Retail 
CEO found it hard to convince consumer product 
giants like Hindustan Lever (HLL) and Nestle to 
supply everyday use products like toothpaste and 
soap to his FoodWorld stores directly. They still 
wanted Pillai to buy it from their distributors. But now RPG 
Retail’s FoodWorld gets its supplies directly from the compa- 
nies — they just can't say no to him. Today FoodWorld sells 14- 
16% of all Gillette Mach3s sold in Chennai, 10% of Surf Excel 
and Surf Automatic, and 10% of Nescafe Premium. “They have 
realised that we are an itch they have to scratch,” gloats Pillai. 

Indeed. As organised retail scales up, the first signs of pres- 
sure on the traditional supply chain are be- 
coming apparent. Size does matter. 

In 2000, when a shopping mall promoted 
by the Ansal Group came up near South Ex- 
tension market, one of the biggest high streets 
in the capital, most shop owners there were 
concerned. Today, the market has lost some of 
its sheen. 

Then in late 2003 when the €52-billion 
German retailer Metro AG opened its first 
100,000 sq. ft cash-and-carry store in Banga- 
lore, itannounced a range of jaw-dropping of- 
fers: an Electrolux washing machine for 
Rs 15,490 (MRP: Rs 22,990), a Kodak digital camera for Rs 7,990 
(MRP: Rs 13,990), and Rs 55 for a 500gm pack of Amul butter 
(MRP: Rs 67)! Afraid that they would lose customers to the 
store, local wholesalers took to the streets to protest against 
this ‘predatory pricing’. 

Now, consider the ubiquitous kirana outlet. While exact 
numbers are hard to come by, quite a few of these outlets have 
morphed into the more modern self-service format. Then 
again when Akola, a town in western Maharashtra, was faced 
with the prospect of FMCG companies supplying directly to 
chains like FoodWorld and Big Bazaar, some local FMCG dis- 
tributors came together to create their own supermarket. 

These are just a few vignettes, but in many senses, the old 
balance of power is starting to change. The rules in the tradi- 
tional company-distributor-kirana channel were simple 
enough: goods flowed down the funnel. And clout increased 
as you moved up. Today, that equation is in the blender. 

Even FMCG giant HLL has accepted that it is time to radi- 
cally overhaul its age-old distribution system to bring it in line 
with what the new breed of retailers want. In the old system, a 
company distributor used to service all outlets in his territory 
—be ita kirana shop or a supermarket. About a year ago, 
the company began piloting a new distribution struc- 

ture in Mumbai: it selected two distributors and made 

them in charge of all modern trade outlets (those with 

a self-service format) in the city. “These outlets 

need to be serviced differently,” says a senior 

manager in the company. “Their 

needs are different. And the selling 
skills needed are of a higher order.” 

These distributors will no longer be 
rewarded just on the basis of how much 
they sell. Instead, their compensation 
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will depend on the width of merchandise stocked and more 
importantly, their prominence on the supermarket shelves. 
The battle for shelf space has begun anew. 

In the years ahead, as newer retail formats emerge, HLL is 
likely to further segment its distribution network. “Conve- 
nience stores at petrol pumps might need another set of dedi- 
cated distributors,” says the manager. Besides, there's yet an- 
other reality: most companies may choose to work with fewer, 
bigger distributors — something that P&G pioneered in 1998. 
“Over the next five years or so, we will probably be left with half 
the number of distributors that we have today,” says a senior 
manager in a large FMCG company. 

It is a development that unsettles many FMCG distribu- 
tors. Hemant Rambia, a distributor for companies like Cad- 
bury and Britannia, says: “Most distributors are traditional 
people used to working and thinking in a particular way. They 
are not sure of how to cope with the changes in the business.” 
The past few years have been harsh on the distribution busi- 
ness. Toplines have stagnated while costs have risen. Prof- 
itability has been further hurt as companies offloaded stocks 
to meet targets in a lacklustre market. Smaller, nimbler players 
have taken sales away from the established brands. 

To make ends meet, a few distributors are taking on multi- 
ple distributorships to push more products through the same 
pipeline. Others, like Rambia, bothered by the lack of growth, 
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are looking beyond FMCG at categories like telecom. Many 
new companies want FMCG distributors. “After all, we are the 
people with the best reach in the market,” he says. 

But the impact of this churn on the kiranas is still not clear. 
Some time back, Pillai’s team conducted a research to gauge 
the impact FoodWorld had on local kiranas. It wasn’t much. 
“About 95-97% of the kiranas in India are C- and D-class retail- 
ers,” says Pillai, “and they target a very different customer. We 
might have affected a very small percentage of retailers.” 

Even these stores are now fighting back by negating two 
obvious drawbacks: ambience and price. Empirical evidence 
suggests that a lot of kiranas have been overhauling their inte- 
riors and recasting themselves as self-service supermarkets, 
replete with cash tills and all. Then again, quite a few kiranas 
in Chennai and Delhi have joined hands to get economies of 
scale in buying — butitis still too early to measure the impact. 

Interestingly, attracted by the low-cost model, some retail- 
ers like Margin Free Markets tried to replicate the kirana 
stores. It met with huge success in Kerala, but recently came 
under a dark cloud when founder T.K. Salim quit. 

Of course, much of this is incremental change, compared 
to what could happen once Indian retailers pick up scale. 

When that happens, the sourcing game will change drasti- 
cally. At Shoppers’ Stop, CEO B.S. Nagesh has been badgering 
his suppliers — companies like Madura — to start manufac- 
turing exclusive products for him (apparel is Shoppers’ Stops 
core category). Not only will that create a differentiator for the 
chain, butit will also boost margins (as Shoppers’ Stop can ne- 
gotiate the MRP with Madura beforehand). The apparel com- 
panies have been less enthusiastic. Vasanth Kumar, vice-pres- 
ident (sales and marketing), Madura Garments, says: “For 
that, they need to buy at least 600 pieces ofa particular design. 
Right now, they are buying just 300-400 pieces.” But that 
should change once Shoppers’ Stop scales up from its 13 
stores to 40 in the next two years. 

Scale brings yet another advantage: global sourcing. Con- 
sider LifeStyle. The Dubai-based Landmark group, which 
owns this chain of department stores, buys some of its fash- 
ion, home, furniture and footwear ranges from countries like 
China and Thailand. The orders for the Indian stores are com- 
bined with those of the 200-odd Landmark stores in the Mid- 
dle East to benefit from substantial economies of scale. 

Of course, in a category like leather shoes, the advantages 
are not so obvious. Thanks to a high import duty, LifeStyle re- 
tails shoes at much the same price as homegrown Indian de- 
partment stores — Rs 1,500 to Rs 2,300. As import duties come 
down — this year they have been reduced from 55% to 50% — 
it will bring down prices or boost margins. In the meantime, 
the company benefits from many more novel designs, says 
H. Ramanathan, director, Landmark group. Then, global 
sourcing allows LifeStyle to display merchandise in areas like 
fashion categories and kitchen accessories, where India 
hardly has a presence. (Right now, 10% of the company’s 
turnover comes from products sourced from overseas.) 

Most Indian retailers may want to follow in LifeStyle’s foot- 
steps. But as Pillai found out recently, unless he can scale up 
FoodWorld’s model some more, he simply can't join the global 
sourcing game. In retail, big is indeed beautiful. i 

M.R. 
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YOUR DREAMS. OUR COMMITMENT. 


It's no secret. People are your greatest asset. And managing them is the single most 
important task, to building a great organisation. 

Robert Levering demonstrates this fact, in the Great Place to Work® Seminar 
As co-founder of the Great Place to Work® Institute Inc., he has been the driving force 
behind the study, which is now conducted in more than twenty countries worldwide 
and the results are featured in leading publications like the Fortune Magazine and the 


4) Financial Times. He has identified, celebrated and created great workplaces, globally. 


Robert Levering 





The Great Place to Work® survey was conducted for the first time in India by 
Grow Talent Company Ltd. and Great Place to Work® Institute Inc. in partnership with Businessworld. 
It recognised and applauded India’s best workplaces. The seminar goes a step further and creates a forum for 
these great employers to share their experiences, practices, techniques and little initiatives that keep their 
people productive, stress-free and off future job-hunts. 


Look at it as an investment that makes your workplace, also a great place to work® in. 


Details overleaf 
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Seminar Outline 
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Key Note Speakers award ceremony. The function will be followed by cocktails. 
Robert Levering - Co-Founder, Great Place to Work® 
Institute inc. 

Anil Sachdev — Founder, Grow Talent Company Ltd. 


Tony Joseph — Editor, Businessworid 


Who should attend? 
CEOs, Senior HR Professionals, Functional Heads 





Timings 


| t Sneak 
Guest Speakers 9.30am. - 7.30p.m. 


Business leaders of India’s largest corporates 





Delegate Fee 

Single delegate: Rs 7000/- 

Group of three or more: Rs 5000/- per delegate 
Early Bird discount of 10% upto Feb 10, 2004 


Sessions | 

» Worldwide Experience: Great Place to Work® 

*indian Experience: Great Place to Work® 

*Best Practices shared by winners of the 2003 survey 
Mumbai: j& Consumer Products, Godrej Consumer Products, 
Birla Sunlife Insurance, Cadbury India, Marico Industries, Aditya 
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For registrations please contact: 


Mumbai - Ms. Yogeeta Sant 

Ph. No. 022-26330648/2634 | 086, Fax No.: 022-26330643 
Bangalore - Mr. Jagan Mohan Rao 

Ph. No. 080-51 154160/51 154164, Fax No.: 080-5252145 
New Delhi - Ms. Vimpy Singh 

Ph. No. 011-2577 147 1/2577 1472, Fax No. OI 1-25771470 


Tata Teleservices, Emst & Young SSL Division, Infosys Technologies, 
Dr. Reddy's Laboratories, Wipro and Tamil Nadu 

Newsprint & Paper 

New Delhi: Eli Lilly & Company (India), Wipro Spectramind, 
Aviva Life Insurance, NIIT, Hughes Software Systems, Max New 
York Life insurance and Anand Group 


*Strategic HR for a competitive edge: A business case from 
Empower Works Limited email: seminar@gptwindia.com 
Panel Discussion 


Date & Venue 
Building the essential toolkit for a great place to work® 


Mumbai: Feb 20, 2004 
Bangalore: Feb 25, 2004 


Great Place to Work” Survey 2004 - Kick Off l 
New Delhi: Feb 27, 2004 





Award Ceremony 


The winners of the 2003 survey will be felicitated at a grand * Subject to change 
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Can UTI get 
the TRUST bac 


Many shall be restored that are now 
fallen and many shall fall that are now 
in honour — Horace 


Prologue 


Sunday, 15 July 2001: It was another day 
of blistering rains and overcast skies in 
Mumbai when the man got out of the 
domestic terminus. He didn't have time 
to dwell on the turbulent weather 
though; he had to rush to a board meet- 
ing in Unit Trust of India's (UTI’s) head- 
quarters in south Mumbai. He had been 


told to attend the meeting less than 24 | 


hours ago. When he entered the room, 
the weather inside wasn't too different 
from that outside. 


Exactly 13 days earlier, at another | 


meeting in Delhi, the board had decided | 
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to stop repurchases of UTI’s flagship 
scheme, Unit Scheme 1964 (US 64), All 
hell had broken loose. The following 
night, the trust's chairman was forced to 
quit by the then finance minister, Yash- 
want Sinha, who said he, like millions of 
investors across India, felt betrayed. The 
Sunday meeting was being held to do 
some damage control. 

Though the man, then joint secre- 
tary (banking), M. Damodaran, had lit- 
tle time to prepare, he had taken one de- 
cision even before the meeting — that 
the repurchase window would be re- 
opened. The board agreed. And before 
UTT’ 2,500-odd employees saw him on 
Monday morning, they knew about the 
new chairman who walked in from the 
rain and took the decision everyone else 
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Its mutual 
fund avatar 
turned one 
this month. 
But regaining 
its lost glory 
will be tough. 
By Vikas Dhoot and 
Rachna Monga 
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had shied away from. 

Sunday, 1 February 2004: At the Na- 
tional Centre for Performing Arts at Na- 
riman Point, Mumbai, almost 1,100 
people have come to attend one of the 
most opulent evenings in Indias finan- 
cial markets in a long time. Singer Hari- 


haran and Bharat Dabholkar’s theatre | 


troupe are performing, single malts and 
blue curacaos are flowing... 

The occasion: the first anniversary 
party of UTI Mutual Fund, born when 


UTI was bifurcated into two parts. The | 


first part, UTI-I, dealt with all its assured 
return schemes, including US 64. The 
second, UTI Mutual Fund, was created 
to handle UTI’s 42 market-linked 


schemes. But there was more reason to | 


celebrate than just completing one year. 


HE mess that Damodaran 
found UTI in 32 months ago 
has been sorted out to a great 
extent. The new structure itself 
solved several of the problems. 


| 


And the rising market took care | 


of the others. 


The rally has helped UTI's funds re- | 


structure their bulky portfolios without 
incurring a loss in the bargain. Its 26 
equity schemes were invested in 447 
companies in December 2002. In De- 
cember 2003, they held shares in only 
337 companies. Portfolios are also 
much healthier — holdings in non- 
traded stocks have fallen sharply. Most 
heartening, UTI’s schemes have actu- 


ally outperformed their benchmark in- | 


dices in this bull run, unlike in the tech- 
driven rally in 2000 (See ‘This is UTI’s 
Best Bull Run Ever’). 

Dhirendra Kumar, CEO of Value Re- 


search, the mutual fund tracking firm, 
says: “Their performance has certainly 
gone up from bottom to average.” UTI 
chief investment officer A.K. Sridhar ac- 
knowledges that: “Normally, our perfor- 
mance has been good in bear markets, 
but not in bull markets.” 

Does this mean that UTI is well on its 
way to regaining the trust of millions of 
small investors? Not unless it sorts out a 
few of the niggling problems that still re- 
main. But more on that later — let's look 
at what it has achieved so far. 

Gaining back investor confidence 
has been the biggest challenge for UTI. 
Following an aggressive dividend policy 
has helped. Eighteen of its equity funds 
and five debt-oriented schemes have 
paid out 38 dividends and four bonuses 
worth Rs 1,438.29 crore since 1 February 
2003. Moreover, its funds have made 
provisions for about Rs 900 crore of non- 
performing assets (NPAs), so their net 
NPA position is now zero. And its assets 
under management have increased by 
over Rs 5,000 crore over the past year. 

Though the market upsurge — and 
increasing inflows into debt funds — 
has a big role to play in its comeback, 
what's impressive is that UTI has cashed 
in on the market rise without the mar- 
kets realising it. Before this bull run 
started in May 2003, markets were bear- 
ish for two reasons: the country’s high 
fiscal deficit, and the fear that UTI might 
unload its stocks in the markets to raise 
cash for settling redemption requests. 
The market worried that UTI would 
dump Rs 8,000 crore worth of stocks. 

But not one of the dips in this rally 
has been attributed to UTI. So how did it 


sell some of its holdings, book profits | 
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Investors’ 


envy, 
lenders’ 


pride 


W return schemes, including 


US 64, was transferred to a Speci- 
fied Undertaking of Unit Trust of India 
(SUUTI), better known as UTI-I. In 
May, SUUTI dealt with US 64, its big- 
gest liability, which had an NAV of 
just Rs 6.50. Today, the NAV is a re- 
spectable Rs 12 due to the bull run. 

The US 64 is not the only scheme 
that rode out of doom on the back of 
the bull run; the NAVs of seven 
monthly income plans, 25-30% of 
whose portfolios consist of equities, 
have risen 5-15% over the past one 
year. Most of these have declared 
additional dividends. 

So small investors should be 
happy, right? Perhaps not. 

When SUUTI began sorting out 
the problem at US 64, investors were 


HEN UTI was split in Febru- 





and distribute dividends without upset- 
ting Dalal Street's applecart? By selling 


| out very, very slowly. Sanjay Dongre, 


who manages four funds including 
Masterplus, says: “It’s not as if I have 3 
lakh shares of XYZ company and I am 
disposing all of them. Every price rise, 
you feed some shares. I never sold more 
than 10,000 shares of any stock on a sin- 
gle day. But I have brought down the 
number of stocks in Mastershare from 
125 two years ago to 50.” 

Notice something unusual about 
the last paragraph? When was the last 
time you heard a UTI fund manager 
speak? Forget speak, when was the last 
time you knew a UTI fund managers 
name? In the earlier era, only the chair- 
man did the talking. 

All these subtle changes are mani- 
Happy birthday: (L-R) Damodaran, joint 
finance secretary U.K. Sinha and UTI 
Trustee Company’s C. Ramachandran 




























option to either redeem their | 

s 10 to Rs 12 per | 
their units into 6.75% 
(Most of them had | 
atRs 14orRs 15.) At | 
he cabinet committee 
00 crore as a bailout x 
s 15,000 crore for all | 
emes). US-64 had also | 
100-crore loan to bridge ` 
(een its NAV and its re- | 
nption liabilities earlier. | 
Today, SUUTI claims that by booking | 
i sin blue chips, it has repaid its 
owings. But a large chunk of the re- ` 

profits that should come tothe 
stors seem to be going to the large | 
stor, the government. 
sider this: the NAV ofthe Spe- 
Unit Scheme (SUS 99) has risen | 
n Rs 45 in June 1999 to Rs 200 to- ` 
day. This scheme was created outof | 
US-64’s PSU stocks, the value of 
which had eroded from Rs 3,300 
` at time of purchase to 
6 crore. In return 
tocks, US-64 re- 
overnment bonds 
Rs 3,300 crore 
eins 99. Mes bail US- 








ne ` antis and ite 


festations of Damodaran’s sweeping 
clean up of the organisation. Decision- 
making has been decentralised, fund 
managers empowered, Chinese walls 
built, staff trimmed by half, processes 
automated, performance-linked pay 
systems implemented... 
one of the consultants who worked with 
UTI on reengineering its business pro- 
cesses. The average age of UTI MF work- 


ers is down from 41 to 32, and confide- | 


nce levels inside UTI seems to be rising. 

Which brings us to the question we 
mentioned earlier. Are investors per- 
ceiving UTI as a mutual fund? And are 
they willing to trust it again? 

The agents, fund distributors and in- 
vestor forums BW spoke to provided a 
mixed picture. UTIs 70,000-odd agent 


UTI-I or UTI ME Their biggest gripe: 
their clients’ financial plans are going 





_ came the sole investor in it.) 


_ ing up steam, the SUS 99 is like a cash 
| cow for the government — 40% of its 
| holdings in SUS 99 have been redee- 


| Still been a part of US-64, the surge in 


| Smile. SUUTI chief investment officer 

| Baburao says the government's inten- 

| tion was not to make money. “The deci- 
| sions... were in the best interest of in- 


| the scheme’s NAV. The government de- 










McKinsey was ` 


Now with PSU disinvestment pick- 


med, yielding Rs 2,200 crore against 
the original value of Rs 1,300 crore. 


The balance units of Rs 2,000 crore sd 


are now valued at Rs 4,000 crore. “The 


SUS has proved to be one of the gov- | 
' emment's most profitable invest- I 


ments,” says UTI Mutual Fund chair- ` 


| man M. Damodaran, whois alsothe m 
_ administrator of UTI-I. | 


In retrospect; had the PSU portfolio 


NAV would have made those investors. 


an anena asan, 


ARAA Aenean as asus 


vestors. The sole aim was to shore up 


risked the US-64 portfolio from 

the disinvestment uncertainty 

ü looming large on PSU 

Mm stocks. This was on the ba- 

Y Ñ sis of a recommendation of 
_.. the Deepak Parekh report 


nS gure ween: 
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X< kets are an unpredictable 
-place indeed, but savvier in- 
~ vestors know the government 


_ like Rajlakshmi Unit Plan. Today many | 
_ of these agents are being abandoned, as 
_ selling any mutual funds now require u 
_ Amfi (Association of Mutual Funds of © 
_ India) certification. But about 8,700 
agents have been trained. x 
As Damodaran will tell you, “Our in- | 
_ vestors were in two categories, There ! 
_ were the investors who, whatever 
_ happened, needed assured returns and 
capital protection. They would notin- | 
_ vest in a fund if they knew there were | 
market risks. This is the UTI-I popula- ` 
_ tion. Then there are the pure MF inves- ' 
_ tors; we had to tell them that look, the 
_ problems are in the assured returns 
_ schemes. If you look at our other sche- 
| mes, they have performed as well or as 
_ badly as any other.” 

network has little faith in UTI— beit Financial product distributors say _ 
_ that investors’ perception is changing, 
_ but only gradually and only among in- 
haywire due to foreclosure of schemes | 


formed investors. “An aggressive divi- 
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_ densome for the government. Seven 


pay cash of just crore-2,000 
| crore. It would utilise oy Rs 4,400 

` crore (including the Rs 2,40 
_ used for US 64 re 


| to cast a shadow on UTI ME 





gained at investors’ expense. Only: he 
taxpayers who cried foul during the 
bailout will be pleased. 

Meanwhile, the other assured re- 
turn schemes may also prove less bur- 


pein’ the Chit- 









100 ) crore 
Rs 15. ,000-crore lifeline exter nded 
The good news for: investors ~ they 
may not lose out on future} recoveries 
like US 64 investors. did. Baburao says: 





















! “Once a scheme i is edee 
_ verted into a bond, th 


tained for a: period { of time so ate any 
recovery of bad assets can the distrib- 





demption in June 2002, M MIP-95 | has 
-paid Rs 0.99 per unit under the mon- 
thiy option andR s 2 43 under the et 









mulative option. Se there. may be some 
respite for other ‘SU UTI investors, but 
the trust they have lost may continue 


_ dend policy has inspired investors to 
_ take note,” says Sandeep Parwal, man- 

_ aging director, SPA Capital. Parwal, who 
was initially reluctant to sell UTI prod- 
ucts, now does so. 

Damodaran has addressed numer- 
ous investor meets in different towns. 
The feedback: “We aren't buying your 
_ story yet, but we aren't throwing you out 
either. We'll give you a little more time to 
see if you can measure up.” 

Meeting investor expectations won't 
be easy. Take the case of Mumbai-based 
K. Rohidas Sharma. On 14 January 2003, 
_ when the markets peaked, Sharma de- 
_ cided to sell off his holdings in some UTI 
_ schemes. While other mutual funds re- 
_ pay investors within three days, UTI still 
_ takes 15 (down from 45 days earlier). 
While his holdings in other schemes 
_ were redeemed at 14 January's NAV the 
_ 60,061 units of UTI Mastershare werent. 
| When he called up UTI central pro- 








edepth | 
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Value Research & BW estimates 


cessing office in Belapur, near Mumbai, 
they told him they were processing his 
repurchase at the 22 January NAV. 

Because the market fell after 14 Jan- 
uary, Mastershare’s NAV came down 
from Rs 19.93 to Rs 18.13. The difference 
caused him a loss of Rs 1.09 lakh. 

For investors, it's simple. UTI MF’s 


new structure does not matter, service | 
levels do. Damodaran agrees. “The one | 


issue we haven't been able to address as | 


well as we need to is investor servicing. “ 


UTI MF also has to worry about | 
competitors. It manages Rs 19,000 crore | 


of assets, while its closest competitors 
have Rs 15,000 crore- 16,000 crore. 
But Kumar of Value Research points 


out that UTI MF has the kind ofassets its | 


rivals would love to have. “Its equity as- 


sets are 35%. Because equity assets earn | 


more, UTI AMC is significantly more 
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profitable than others. Others have just 
around 15% assets in equity. “ 
Ownership of UTI MF is a greater 
cause of uncertainty. As a stop-gap mea- 
sure to distance politicians from its 
functioning, the government roped in 
four public sector banks — Punjab Na- 
tional Bank, Bank of Baroda, Life Insur- 
ance Corporation and State Bank of In- 
dia — to come in as 25% shareholders 
each. All of them have their own mutual 
funds. So if some people worry that no 
one wants to take responsibility for UTI 
ME others fear their presence on the 
board leads to a conflict of interest. 
Though Damodaran credits the 
owners with not interfering with UTI 
MF’s functioning, he agrees they haven't 
spurred it on to higher levels of perfor- 
mance. “We are looking at bringing 





UTI 


amnre SAAR ARE PR RARE RE NA Be a IE ANE aa: 


houses to replace them. But when these 
four institutions came in with Rs 2.5 
crore each, they were not particularly 
enthusiastic about it. Today they are 
asking for a premium to exit.” 

Damodaran says that since they 
were doing a holding job for the govern- 
ment, they should be bought out at par. 

The valuation process is likely to be 
contentious — even if the current own- 
ers can be persuaded to sell. The current 
owners paid Rs 10 crore for UTI ME The 
chairman believes it's worth Rs 2,000 
crore. No PSU bank can bring in that 
kind of money in the three years the gov- 
ernment has given them to pay up. 
“That’s why the ownership issue has not 
been addressed yet,” Damodaran says. 

Privatisation was an option, but the 
finance minister recently said in Parlia- 
ment that for five years, there would be 
no privatisation. (Which doesn't mean it 
will be sold after five years.) 

If Damodaran has his way, UTI MF 
will become a public company with “50- 
60% of the capital held by the Indian 
public, a small portion held by the em- 
ployees of the AMC and other UTI group 
companies, and 40% held by 3-4 organi- 
sations holding 10% or 12% each so that 
Sebi’s definition of sponsorship is met.” 

Damodaran is the only non-profes- 
sional CEO in UTIS history. But he may 
be the most successful. What helped 
him most was that he was given barely 
24 hours to assume charge at UTI. “I 
didn’t have time to anticipate. When you 
are thrown right in the middle of a river, 
you cannot plan which stroke you will 
use; you swim as best as you can.” 

The immediate question for UTI MF 
is to find a leader to replace Damodaran 
next year. There’s still a state of flux 
within UTI ME There are big challenges 
ahead, like the pension fund sector ope- 
ning up, but they may not be prepared 
enough. So a succession plan is crucial. 

Damodaran has a different take on 
this: “One of the things we did is sepa- 
rate the functions of CEO and CIO. In an 


| AMG, it’s the CIO who provides value to 


banks which do not have their own fund | 
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the investor. A CEO just minds the store. 
If the store is looked after by everybody 
else, you dont need a storekeeper.” 

He may be right. In between juggling 
two jobs (he is attempting a rescue job at 
IDBI à la UTD, he has nearly completed 
his pet project — a book on the great 
goalkeepers of football. Halftime. $ 
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depth 


T’ s a regular Saturday at the food | 
counter of Gurgaon’s DT Cinemas. 
We wonder what the audience is 
likely to munch on during the in- 
terval of Pooja Bhatt’s Paap. Ab- | 
hishek Nayar, the young shift- 
manager, knows the answer. “Samosas, | 
popcorn, Coke,” he says confidently. He | 
is bang on! Of the 20-odd people who | 
come out of the hall, most buy Coke and 
popcorn, and a few go for samosas. Na- 
yar has stocked up on these things. What 
makes him so sure? DT Cinemas 
CEO Kajal Aijaz has the an- 
swer: ‘Pacer Cats’, an Aus- 
tralian software for film ex- 
hibition. It tells DT exactly 
what and how much to 
stock for Paap’s Saturday 
evening show by making 
data available at the right 
time. This saves DT 25-30% of 
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Software makes 


more effective. 
It has helped 
boost ads and 
sponsorship 


the cost of items sold in the cafeteria. 
Just like DT, dozens of swanky new 


multiplexes across the country have dis- | 


covered a new hero. PVR, Fame Adlabs, 
IMAX, Inox, E-Square and Fun Republic 
are among those who are using software 
as an integral part of their business. That 
was unheard of in single-screen the- 
atres. Software products like Vista and 
Showbizz Multiplex now help theatres 
decide on food stocking levels, movies 
schedules and ticket prices, among 

a host of other things. They 

can account for every ru- 
pee spent and earned, 
cut costs, maximise 
revenues or simply 
optimise operations. 

In the Wild West of the 
Indian film industry, 
that ability makes mul- 
tiplexes a hit with in- 


scheduling 


Dam 


a 
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has cut food costs by 25-30% | 
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new hero at the Ing 


vestors. That is evident in the fact that 
exhibition has attracted four times the 
investment that has gone into produc- 
tion or distribution ever since the film 
sector was opened up three years back. 
The logic is simple. Theatres gener- 
ate and collect 70-80% or more of the 
revenues in the Rs 4,500-crore Indian 
film business. Unfortunately, this “is a 
total cash business,” points out Shishir 
Baijal, CEO, Inox Leisure. As a result, just 
like any other cash business, theatres 
have long been the source of leakage 
and graft. Just about half the money col- 
lected at the box-office shows up offi- 
cially. “It (software) is one of the best 
control mechanisms. The trail is tam- 
per-proof,” says Ashish Shukla, head of 
operations, PVR Cinemas. The software 
makes it impossible to fill a seat without 
accounting for it. Investors like ICICI or 
GW Capital, and owners like Shravan 
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Shroff or Pooja Shetty of Adlabs, love the 
idea. For them, it makes sense to invest 
the Rs 2 lakh-6 lakh per multiplex for the 
software. It protects future revenues 
from investments that could range from 
Rs 10 crore to Rs 15 crore per multiplex. 
Vivek Basrur, head of systems at Inox 
Leisure, reckons the software can pay 
for itselfin 1.5-2 years. 


Bringing It Together 


There is no rocket science to the soft- 
ware. Some brands have been around 
internationally for five years or more. 
Most of the software operates like any 
management information system (MIS) 
or like an enterprise resource planning 
package. First, all the data collection is 
computerised. Every transac- 
tion — at the ticket 
window or the food 
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and with distrib- 
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sandwiches at 
English ones 


























Coke and pop- 
corn are the 
most profitable 
food items; soft- 
ware optimises 
their stocking 
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and anybody else — is on one system. 


Every bag of popcorn and every cup of | 


coffee sold at DT Cinemas creates rip- 


ples in the system starting at a touch- | 


screen (similar to the one you see in the 


photo). All of this links up to a central ` 


server that houses the database. It now 
becomes capable of generating any re- 


What’s on offer? 


Pacer Cats, Australia 


r wr 


port that anybody, running any part of | 


the business, may want to see. Shravan 


Shroff, director, Shringar Cinemas, says | 


a typical question would be: “Why is Dil 
Chahta Hai running more in the west- 
ern suburbs (of Mumbai) than the cen- 


the western suburbs of Mumbai have an 


a film like DCH, with its urban sensibili- 
ties. That means that he can more accu- 


rately estimate the prices, timings and | 


snacks that would sell with a similar 


| film, like Kal Ho Naa Ho. 


You could argue that a lot of this is in- 
tuitive. For example, isn't it obvious that 
tickets should be priced low on working 
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day mornings to get college kids or nom 
working people in? Wouldn't it seem ob- 
vious that samosas and Indian snacks 
will sell more when there is a Hindi 
movie playing, versus gourmet sand- 
wiches or hot-dogs during an English 
film? Any theatre manager can tell you 
that. Why do you need software? That 
may be correct for a single-screen the- 
atre. But consider that PVR alone oper- 
ates 19 screens in Delhi and Gurgaon. 
That is 84 shows a day. It will be adding 
35 screens to its tally this year, and that 


| will mean more than 150 shows a day. 
tral suburbs?” The answer could be that | 





Now factor in the food, prints, people 


| and electricity needed. Such scale with- 
upmarket audience that relates better to | 


out computerisation is a “disaster”, says 
Shukla. Take another example. Earlier, 
theatres negotiated with distributors 
separately for each location. Nowa mul- 
tiplex manager “can negotiate rates for 
films with distributors across the coun- 
try and can also programme (schedule) 


| foralllocations froma single point” says 


Ashish Hemrajani, CEO of Bigtree, 


Technology in 
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depth he n 
Distribution 2.0 


INOD Nichani first scanned the film market for software possibilities in 
Vses He was surprised. Plenty of film folk wanted to make sense 

of the numbers they got in disparate forms from theatres, producers or 
distributors. Rajshri Productions, a large film distribution company, hired him 
to bring in some form of MIS for its in-house production, Hum Aapke Hain 
Kaun. Nichani and his team developed the software in 1988-89. Since then, 
he has installed Showbizz, the distribution module in 100 film companies. 

Essentially, Showbizz feeds on the information coming in from theatres. 
The most obvious thing it does is put everything in one format on one system. 
Typically, film distribution companies use Showbizz or software like it for two 
things: tracking and forecasting. Shringar Films, a distributor in western India, 
installed Showbizz in the early 1990s. For each of the 14 films it distributed in 
2003 Shringar released 60-70 prints, a large number to track. “Just by keep- 
ing track of the print, figuring out the movement of money becomes easier,” 
says Shravan Shroff, director, Shringar. 

Once the data sits on your system, it throws up trends that some theatre 
manager in Bihar probably knew in his head. For example, if Rajshri was re- 
leasing Hum Saath Saath Hain, it could figure out the business each area has 
done with family movies, and find theatres and shows that did the best and 
worst business. It can then increase or decrease the prints released or the 
marketing costs depending on the data. A.A. Subramanian, head of sales at 
Paramount Films, did just that. Two Paramount films, Catch Me If You Can 
and A Beautiful Mind, were released with 12 and 7 prints, respectively, in- 
Stead of the usual 15-20. At roughly Rs 60,000 per print, that pushed print 
costs down. The theatre targeting meant that rental income jumped by 40- 
60%. “It is fascinating what you could put the software through,” says Uday 
Singh, managing director, Columbia Tristar. “We are in a business with so 
many variables. This allows us i 
to do what a stock analyst does ian etn oe 
— mine data.” He has been us- BAL OAT. as 
ing software solutions to run the cant i X l 
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distribution business for more 
than seven years now. Now Singh 
can ask questions like: would 
Mel Gibson work more during the 
holiday season? That's as close 
as you could get to the future, in 
any business. 





Vistas partner in India. For ages, allin- | are dependent on an uncon- 





formation was manually collected at 


12,000 different screens, and none knew | 


what the other was doing. Decisions 
had a time lag of weeks if not months. 
Now, Basrur says it is “immediate” 


Mining The Data 


Take a look at the three major revenue 
streams for a multiplex — ticket sales, 


food and beverages, and advertising | 


and sponsorships inside the theatre. 
Ticket sales typically account for 60- 


70% of revenues. However, ticket sales | 





trollable variable, film quality. Plus, the 
money has many claimants — enter- 
tainment tax, distributors’ cuts, over- 
heads and so on. Food and beverages is 
actually the most profitable part of the 
business, bringing in 20-25% of rev- 
enues. So the focus of most multiplexes 
globally is to increase audiences and 


| then try and get them to spend as much 


as possible on food. The knowledge that 
the final cost of the popcorn sold is only 
15% of the price charged — compared 
to sandwiches at 50% — makes multi- 
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plexes focus more on popcorn. The 
Coke and popcorn combination is 
about four times more profitable than 
any other food item for almost all multi- 
plexes. “If I could get away with only 
Coke and popcorn, I would,” says Aijaz. 
For decades, single-screen theatres 
knew that food was an important part of 
the business, but could never pinpoint 
why. Software now shows what may 
work: cutting food variety or increasing 
it, having longer intervals or having no 
film trailers during breaks. At DT, track- 
ing the food counter has pushed food 
revenue per head from Rs 15 to Rs 40. 
“Capturing this data is absolutely 
critical to know which stream (of rev- 
enue) does what,” explains Aijaz. “It is a 
science. Then the only art left is the 
merit of the film.” It helps in pushing the 
art also. If Baijal or his team know that 
Kal Ho Na Ho is doing very well at Inox 
Kolkata on a daily basis, they can decide 
to open the advance booking on a Mon- 
day instead of aWednesday to maximise 
revenues. Similarly, software brings op- 
portunities for more in-theatre advertis- 
ing and sponsorships. Consider Adlabs. 
When its first two multiplexes rolled out 
in 2001 and 2002, Shetty had a tough 
time selling the idea of in-theatre adver- 
tising to agencies and advertisers. Now 
with 10,000 film-goers on her databases, 
she can tell them what people are 
watching, eating and how much they 
are spending. So advertisers like Maruti, 
Kellogg's, Toyota and others have used 
Adlabs’ three multiplexes across Mum- 
bai to run promotions. That has almost 
doubled its income from signage from 
Rs 35 lakh in March 2003 to Rs 60 lakha 


What could pose problems 
in this software heaven? Train- 
ing and implementation are crucial, so 
most multiplex companies prefer soft- 
ware vendors with an Indian presence. 
Aijaz is happy with Pacer Cats, but the 
lack of an Indian presence means she 
will shift to Vista soon. Also, to make the 
most of software, a company must have 
all the modules and use it on a large 
scale. That's how Australia’s Village Cine- 
mas uses Vista across its 35 multiplexes. 
India is smaller, with just about 100 
multiplex screens. About 900 more are 
estimated to be added in the next three 
years. That’s when the fun will begin. 8 
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MANAGEMENT FACULTY 


S P Jain Institute of Management & Research 
(SPJIMR), known for its pedagogic innovations 
and action research, invites applications for 
faculty positions to support its first international 
venture at Dubai. 


The program at Dubai will offer an MBA 
equivalent curriculum with four streams of 
specializations: 


° Investment Banking 

+ Wealth Management 

e° Retail Management 

° Hospitality Management 


Faculty are required for all areas including 
Strategy, Finance & Accounting, Marketing, 
OB/HRM, Operations/Quantitative, Retailing & 
Hospitality Management. 


Faculty must have a PhD from a premier 
management institute, and prior teaching 
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experience in a leading B-School. Candidates 
(without PhD) with industry experience and a 
proven track record of teaching / academic 
administration may also apply. 


For outstanding candidates depending on 
the duration of stay between Dubai and 
Mumbai, a salary of Rs.6.5 Lacs to Rs.20 
Lacs p.a. (tax free in Dubai) plus 
accommodation at one location could be 
offered. 





x BHARATIYA VIDYA BHAVAN G 


Ze 
2 
Z 





waht my PSNR WRIA ATA RIMES ree 





S.P. Jain Institute of Management & Research 


ENET PRANAV HANAN T a aN Daman P h a R A sade AAAA AANA Le one eee 








Tel +91-22-2623 0396/2401/7454 
E-mail: shrikant@spiimrearnedin 
Website www spinn org. 


Munshi Nagar, 
Dodabhai Road, Andhen iW) 
Mumba 400 O58, India 


Sf oe adh ERE ES gee #4 
Kim GW PPS 


Architecture * Operational Excellence 


‘Auto | Auto ‘Components 
+ Pharma/Biolech = Plastics + Food, Electronics 


@ Mr. Tarun Das, Director 
G Mr. Jairam Ramesh, Former Advisor Planning Commission 
= Dr. JM. Khanna, President Life 


‘Awalling confirmation 
iimookeriee @ mdi.ac.in 











i, Gurgaon 122001 Phone: 0124-2349831-36, 5013050-62 J 


Telefax: (Direct) 0124-5013061 Fax: 0124-2340147, 5013061, Website: www.mdi.ac.in/mdinew/conference p 












š 
: 











w 


=< mahesh@passionfund.com 


he contrar 
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can be reached at 


It doesnt 
matter 
whether 
you're a 
winner or 
not in the 
world’s 
eyes. But 
it does 
matter 
that you 
stood up 
for what 
you 
believe in 











We have to fall 
to succeed 








HERE was an overwhelming re- 
sponse to the last column. Over a 
hundred of you wrote in to say it 


meant something to you — I was | 


especially touched to hear from | 
readers who confessed to being on the other | 
side of 55. There seem to be enough of us who | 


don't believe in the idea of ‘sunset years. 
A few of you, ironically the younger among 
the lot, were sceptical. “All very well for me to 


decry soulless ambition,” one young thing har- | 


rumphed, “but was it all just because I was suc- 
cessful? What if I'd been a failure instead — 
would I still feel the same way?” 


gous fear in our hearts, built over years of con- 
ditioning that we should, at all-costs, avoid the 
slightest possibility of being a failure. 

How do I explain that every time I sit down 
at the keyboard, way past the deadline set by 
this magazine and stare at the blank document 
grinning maniacally back at me, I am petrified 
of not having anything meaningful to say? How 
then I wish I had a journalist's job, interviewing 
other people, collating their points of view and 
reporting on the news — so much easier (I 











fected. We're all alive, and kicking. 

Listeners at my talks come across and wor- 
riedly repeat the statistic that 95% of all new 
businesses fail — so am I being irresponsible in 
evangelising entrepreneurship? My favourite 
reply is that 100% of all human beings die, so 
should you bother with living? 

Don't focus on failure — think a little be- 


| yond. Nobody dies of failure. The failed entre- 


preneur just gets up, and starts again. She may 
fall down yet again, but nobody stays down for 
long. Like Stallone in Rocky, we are all more 
than capable of that heroic feat of taking a blow 


| and standing up again. 
Perhaps this is the core issue. The humon- | 


It doesn’t matter if you're a winner or not in 
the world’s eyes at the end. It will matter though 
— to yourself — that you stood up for what you 
believed in, and kept standing, 

It is an old adage, but quite true, that no- 
body succeeds without failing. You ve probably 


l heard that Einstein failed at school, that Gandhi 


think) than writing 700 words on, well, what- | 
| but it is also only failure that can make you 

Failure is that little guy, sitting on my shoul- | 
der as I type this, casting a bored eye on the pro- — 
ceedings, seeing if I'll screw up again. Oh, and ` 


ever comes to mind. 


screwed up I have. I have failed as a columnist 
many times. I’m, perhaps, proud of only less 
than half the 50-odd columns I've written in the 


last two years. I certainly could have done bet- | 


ter. But I’ve survived. And, perhaps, I’m missing 
the mark less often than I used to. 

Or more often. I’m not sure. Heck knows I've 
failed often enough at stuff — I’ve been a 
mediocre vacuum cleaner salesman, written 


ads that sucked, taken decisions that came | 


close to shutting down companies and putting 
people out of job, and even been dead broke 


several times in my life. But you know, it’s okay. 1 
lived through it. So did the others who were af- | 


failed to make lasting peace in the subconti- 
nent, that Tendulkar failed till a few matches 
ago, but you didn't take it to heart. Do so. 

You don't succeed without learning. And 
you don't learn without failing, or making mis- 
takes. Not only does failure not result in death, 


grow. Only failure can help you live. 
Why do magazines celebrate success? Will it 
not be more inspiring to celebrate failure? 
Here’s something to be more scared of: if 


| you've been ‘reasonable’ like you were advised 





to be, if you've assiduously avoided failure, 
perhaps, you haven't done much at all. If 
Galileo was reasonable like the Church asked 
him to be, if Gandhi was reasonable like the 
British had wished, we'd all still be living in the 
dark ages. 

It’s only the unreasonable, the unafraid to 
fail, who cause us to progress. Give that a 
thought. Be unreasonable, be unafraid. 

If any of this means something to you, drop 
me a note. I’ll know then that I didn’t fail with 
this column. B 
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- Amazing 


HE stocky man with a salt and 
pepper beard, gravelly voice 
and searching eye has held the 
audience for 30 minutes. He 
speaks extempore, looks 





270 million poor people or because | selling faster than Che 
Brazil has 50 million poor people’. | Guevera T-shirts. 

Its a neat barb. Bureaucrats perk up. | In the ballroom of a five-star hotel in 
Businessmen shift uneasily after being | Delhi Lula signs autographs as he draws 
ticked off for want of spirit. Where is that | expansively on a post-lunch cigarillo 





closely at the gathering of gov- 
ernment and business as he warms up 
to his theme. There is the Latin mobility 
of expression and gesture, a sunny, dis- 
arming smile — and an unexpected 
sting in his message. 

India and Brazil, he says, can change 
the economic geography of the world. 


“Bither we believe in ourselves and | 


change the way politics is done or we 


will be whining forever in the WTO for | 


the rich to end their subsidies and never 
succeeding.” | 


It's a seemingly simple solution he | 
offers: “We have to make things happen, | 


we have to go looking for opportunities 
and notwait for them to come to us.” No 
one, he adds for good measure, “is going 


to buy our products because India has | 


He is one ofaa kind 
— a politician who 
manages Brazil's 
economic and 
political problems 
with flair while 
putting together the 
design for a brave 
new global order. 


By Latha Jishnu 





sense of daring that led to the discovery 
of Brazilin the 15th century, he asks. 


Brazilian president Luiz Inacio da | 
Silva, known simply as Lula, is into his ` 
second encounter with Delhi's power | 


circles this morning. The aura of an ear- 
lier breakfast speech at another venue 
where he has outlined his vision of a so- 
cially just world has followed him here 
— as have many of the audience who 
have been fired by his passion. 

As he steps down, Lula is caught in a 
swarm of admirers: businessmen, social 
workers, reporters — and plain fans. A 
modish woman with an I-Love-Lula 
badge pinned on her coat is among 
those eager to greet him. She's just got 
back from the World Social Forum in 
Mumbai where the Lula badges were 










and chats with commerce and industry 
minister Arun Jaitley, In all the years that 
CII and Ficci have hosted visiting lead- 
ers, no head ofstate has charmed his au- 
dience as much as this former metal 
worker from Brazil. It's not merely per- 
sonal magnetism that got him an un- 
precedented 61% of the votes in Octo- 
ber 2002, but his promise of change that 


_ inspires so much hope — and trust. 


Everyone loves Lula. Not just the 
crazy melange at the WSF with its vari- 
ous hues of socialism and Left radical- 
ism; not just industrial workers, peas- 
ants and social activists; not just the 
anti-WTO brigade. Lula is loved in the 
most unlikely entrés of economic or- 


thodoxy: the international pink press 


(even The Economist speaks approv- 


oo f e economy without: a 

new plan, but by simply 
_ doing what was needed 
to be done.” Some of it 













o T learned as a facto 





vd of his successes), m 


_ Lemos, an ecaa. writer from S 






_ crazy man about to start a revolution.” 

| He appointed as finance minister 
_ Antonio Palocci, a former medical prac- 
titioner who was a PT mayor of Ribeiro 
Preto city in Sao Paulo state which he 
an efficiently by putting its finances on 


sound footing. To head the Central 
i 59, ray s: the first working class lead x Bank, he roped in a former executive of 
nd Le wine leader to be electeg in | 













| FleetBoston Financial and Social De- 
S. mocrat Congressman who had strongly 
1 backed the previous government's eco- 
_ nomic policies. 
I Their financial austerity increased 
the primary fiscal surplus from the tar- 
| geted 3.75% of GDP to 4.25%. Tough tax 
_ and pension reform laws have been 
_ passed by building tactical alliances 


| given two seats in the national govern- 


| he said that Sir Rob one 









e 1: her doi 


las _ Movement. “You never lose anything by 


RE oe _ ‘negotiating,’ ” As leader of the 100,000- Ë 


-strong metal workers’ union in 1975 he 


hi e = ` transformed the trade union movement = 
- | in Brazil by turning. the government- 
S 5 S | 


nit _| friendly org anis 
| es movement. 








| als to form the PT. The pany y earning 
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< @ Is an expert tactician who has 






Paulo, says: “There was no change in ` 
| economic policy and his main aim was ` 
_ to reassure the world that he was nota ° 


| with centrist parties who have just been- 


| mentin exchange for their support. 
_ Asone observer of Lula’s political 
_ Strategy says; “Itwas reminiscent of Dis- 
| raeli’s famous aphorism of 1845 when 3 


: © A democrat who is a buddy of 


gs bathing and walked away h. 


| Lula, though, Duis it down to his 
. hard-won experience in the trade union ` 


_ Five years later, he brought toget the A 
a collective of trade unionists, Trot- Š 
s cyites, church activists and intellectu- 









> Luiz Inacio ‘Lula’ da Silva is 
from the left wing Worker's 
Party but woos foreign capital 
assiduously 













-@ Was a metal worker who 
Studied only till primary schoo! 
and is a skilled negotiator 















got the backing of centrist 
parties on critical reforms 








© Has straightened out Brazil's 
precarious finances and earned 
rare praise from the IMF 




















































@ is Brazil's most popular and 
trusted leader despite a jobs 
squeeze and financial stringency 


Cuba's Fidel Castro and 
Venezuela's Hugo Chavez 





is challenging the US's Free 
Trade Area of the Americas by 
strengthening Mercosur 





© Has put together the G23 to 
cnallenge the EU and US at the 
WTO Cancun talks 





@ Believes the future lies with 
countries like india, Brazil and 
South Africe 


® Won the backing of Kefi Annan 
and Jacques Chirac for tax on 
arms sales to end global hunger 


kaa sa: 





PET PROJECT: Ending world hunger is Lula’s top priority. Last 
week he got UN chief Kofi Annan to back his plan for a tax on 
global arms transactions to feed the hungry. Supporting Lula are 
Chile’s Ricardo Lagos and France’s Jacques Chirac 


from its electoral defeats, had by 2002 
toned down its revolutionary ardour for 
changing the power structure in Brazil 
to a more pragmatic platform that is 
best described as a social democracy. 

But harder to explain is the fact that 
there has been no major unrest over the 
shrinking employment base as Lula re- 
forms government instead of expand- 
ing it. He tells his former colleagues on 
the shop floor: “I had to wait nine 
months to be born, 11 months to walk 
and 12 months to talk. So how can I do 
things in a hurry?” 

Lula’s skills, you understand after 
meeting him several times, lie in his in- 
tuitive sense of politics and his astute 
handling of people. Just before coming 
to India he reshuffled his cabinet, sack- 
ing six of his close aides in PT, mostly for 
inept handling of their portfolios. And 
most of the ex-ministers appear to have 
taken it with grace, with the president 
saying rather disarmingly after wielding 


“Brazil has made great prog- 
ress in its efforts to 
establish the public 
finances on a sound 
footing. Its standing 
in the financial 
markets has been 
greatly enhanced.” 
— Anne Krueger, 
deputy managing 
director, IMF 












the axe: “I did not think it would be so 
difficult. The worst part of government 
is that you have to dismiss your friends.” 


AP/PTI 


But for Indians, Lula is perhaps | 


more interesting because of the archi- 
tecture he is designing for a new global 
order. We are familiar with Brazil's stand 
at the WTO meet at Cancun last Sep- 
tember when Brazil was instrumental in 
putting together the G22 as a foil to the 
US and the European Union. 

“We want fair and equal treatment, 
no hegemonies. Brazil offers true part- 
nerships.” That’s why foreign minister 
Yashwant Sinha signed on for the IBSA 
trade initiative that brings together In- 
dia, Brazil and South Africa in a radical 
new alliance. Lula’s strategy finds ready 
takers on Wall Street. In October last 
year, Goldman Sachs published its BRIC 
report, an analysis that says Brazil, Rus- 
sia, India and China will be the larger 
forces in the world economy by 2050. 


Lula has more immediate concerns. | 


He wants Mercosur, now a four-nation 


grouping in South America, to include | 


all the nations of the region to counter | 
| Brazil. As David de Rosa, head ofa lead- 


the US Free Trade Area of the Americas 


(FTAA) bloc. That’s where Lulas next big | 


fight will be, although the WTO agenda 
will continue to engage the G22. But 
there is a larger strategic issue. “We are 





fighting for democratisation of the | 
United Nations and multilateral agen- | 


cies, to make these bodies more repre- 
sentative and independent,” says Lula. 
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Naturally, he wants both India and 
Brazil to be in the Security Council. But 
he says that both nations “have to fight, 
and fight with conviction. I learned 
this... in the trade union movement: if 
you are submissive, no one respects 
you; if you speak with your head down, 
your opponents will not respect you. We 
are no longer as dependent as we were. 
If we start walking on our own feet, the 
others will start walking after us”. 

But given the company he some- 
times keeps, that might be difficult for 
him. Even before he was sworn in, Lula, 
as president-elect, has swung through 
Argentina, Chile and Mexico to beef up 
Mercosur. Foreign policy is fundamen- 
tal to Lula’s ‘design for a new socialist 
world order. Heis friends with Cuba's Fi- 
del Castro although a democratic Brazil 
resents its president's dalliance with a 
dictatorial regime. He rallied to the sup- 
port of the beleaguered Venezuelan pre- 
sident Hugo Chavez and got Argentina 
to join his crusade against the FTAA. 

Lula is piecing together an even 
bolder alliance in the Middle East by 
talking to Bashir Assad of Syria, Libya's 
Muammar Gaddafi, along with ‘moder- 
ate’ states like the UAE and Egypt. This 
makes him a prime target of right wing 
outfits like The American Society for the 
Defence of Tradition, Family and Prop- 
erty, which runs an exhaustive Lula 
Watch website to keep tabs on the new 
‘axis of evil’ in Latin America. 

But international. investors are 
clearly unconcerned about the hidden 
agenda that the Brazilian president 
might be harbouring. Geneva, -last 
week, was a prime example. of. this. 
Swinging from Mumbai, where he met 
the CII top brass once more, Lula 
presided over a unique meeting in the 
Swiss city. In a meeting organised by the 
UN Conference on Trade and Develop- 
ment, Lula and his core ministers met 
over 200 executives from multinationals 
like Alcatel, Syngenta and Mitsui to 
draw more foreign investment into 


ing trading firm and adjunct finance 
professor at Yale School of Manage- 
ment, remarks wryly: “The markets 
can't seem to get enough of Brazil.” 

The Lula magic endures, both at 
home and abroad. As for me, I am look- 
ing for the woman with the I-Love-Lula 
badge. Incaseshehasonetospare. W 
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I AM reading LEADERSHIP ON THE 
LINE by Ron Heifetz and Martin 
Linsky as well as WHY SMART 
MANAGERS FAIL by Sydney 
Finkelstein. They make for an inter- 
esting combination in simultaneous 
reading. Managers’ monocultural 
training teaches them to believe in a 
rational, linear world; a world which 
answers to the laws of physics and 
engineering. But in the real world, 
there is little linearity, and rationality 
is a small island in a vast ocean of 
emotions and psychology. This 
leaves managers confused, and is 
the biggest cause of managerial fail- 
ure. Both these books have rich 
anecdotes and some useful lessons 
which are, as usual, easy to under- 
stand, but difficult to practise. 3 


ALERT 
HAVING THEIR CAKE... 


by Don Young, Pat Scott 
(Kogan Page) 








—— IN the last two decades, 
top managers of British 
companies have experi- 
enced an unprece- 
dented boom in pay and 
perks, while their 
counterparts in the City 
have earned millions. Just reward 
for achieving high performance 
and superior shareholder value, 
one might say, if indeed that was 
the outcome. The reality, though, 
is somewhat different as this 
hard-hitting book reveals. The 
subtitle tells it all: How the City 
and Big Bosses are Consuming 

UK Business. 
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SUBIR GOKARN 


ROFESSOR Stiglitz is clearly a 
very discontented person. 
After his return to academic 
life, following his two high- 
profile roles in public policy 
positions — member and 
chairman of the Council of Economic 
Advisers during the Clinton presidency 
and later chief economist of the World 





Bank, he wrote a book, Globalization | 


and its Discontents. Here he argued that 
the policies advocated and financially 
supported by the World Bank, and the 
International Monetary Fund in partic- 


ular, were responsible for the waves of | 
| which opposing parties controlled the 


resentment against increasing global 
economic integration manifesting in 
developing countries. 

He was also a star speaker at the 
World Social Forum in Mumbai, an 
event which tried to bring together a 
range of movements against globalisa- 
tion on a common platform. In that 
book, he used his vantage point in the 
World Bank to draw out his arguments 


and conclusions. In this one, he does the | 


same with his position in the Clinton 
administration to cast a searing eye on 
the way economic policies were made 
and implemented during the 1990s. 

For many observers, expert or other- 
wise, the decade was an outstanding 


success for the US economy. Growth | 


was sustained, productivity increased 
significantly and the budget deficit that 
had been inherited from the previous 12 
years of Republican presidency was cut. 
The economy had never before seen 
such along period of rapid growth com- 
bined with low inflation. The 

stockmarket boomed in 
response and lots of peo- 
ple saw their wealth in- 
crease enormously. As the 
perception of economic 
invulnerability grew, poli- 
cymakers became celebri- 
ties, the most prominent 
example being Alan 
Greenspan, who was 
chairman of the Federal 
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Reserve Board through this period. It 
seemed that the US could just do no 
wrong on the economic front. 

But, argues Stiglitz, don't let the 
record cloud your judgement. In reality, 
the achievements were more a matter of 
good fortune than the deliberate and 
omniscient efforts of a group of expert 
policymakers. More importantly, and 
this line of argument occupies most of 
the book, the policy direction com- 
pletely bypassed the private-public bal- 
ance that was such a crucial part of what 
Stiglitz perceived as the presidential vi- 
sion and which had motivated him to 
join government. 

As he describes it, in a situation in 


White House and Congress, as was the 
case for much of the Clinton adminis- 
tration, policy could only progress on is- 
sues on which there was consensus. 
This consensus was found on two broad 
areas: the fiscal deficit, which, over the 
eight-year period, turned into a massive 
surplus, and massive deregulation of 
key sectors— telecom, power and the fi- 
nancial sector. 

Stiglitz has a clear imperative with 
respect to economic policy. He believes 
that markets are not infallible, that the 
imperfections that bring about sub-op- 
timal outcomes are very real even in the 
US economy. His views on the comple- 
mentarities between the state and mar- 
kets are well known and were frequently 
expressed during his earlier academic 
avatar. But these appeared to primarily 
reflect his concerns about the appropri- 
ate direction of policy in a developing 
country context. That he should be 
equally sceptical about 


THE ROARING 


NINETIES THE ROARING 
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Seeds of 
Destruction 


By Joseph Stiglitz 
illen Lane 
Pages: 389: 


price: £13.50 








the efficiency of markets in the Ameri- 
can context comes as a bit of a surprise. 


ran the risk of being marginalised. And, 
that is exactly the tone of his descrip- 
tions of the various policy battles that he 
fought during his tenure on the Council. 


On so many issues his pleas for main- 


taining the balance that he considered 


essential cut no ice either with the ad- | 


ministration or in the broader execu- 
tive-legislative compromise process 
that is the essence of US policymaking. 


discontent 


JOSEPH STIGLITZ is professor of 
finance and economics at Columbia 
University. Earlier he was chief 
economist at the World Bank till 
January 2000 and was chairman of 
former US president Bill Clinton's 
Council of Economic Advisers. He 
won the Nobel Prize for economics 
in 2001. His earlier book 
Globalisation and its Discontents 
was an international bestseller. 





fundamental hypo- 
crisy in the kind of 
economics the US 
practises at home in 
relation to what it 
preaches abroad. It 
advocates trade lib- 
eralisation amongst 
the poorer countries, 
while pandering to 
all kinds of domestic 
protectionist lobbies. We are becoming 


increasingly familiar with this di- 

Given the rather widespread con- | chotomy in India following the surge of 
sensus on deregulation that prevailed | legislative attempts to ban outsourcing. 
during the period, his position always | 





Similarly, the position of the US on agri- 
cultural subsidies in global trade negoti- 
ations reveals an unwillingness to pare 
its subsidies, which then requires it to 
push aggressively for other countries to 
eliminate their subsidies so that the US 
can market its farml products to them. 
Right through the book, the tone is 
more one of regret about having failed 
to adhere to the original vision of the 
Clinton presidency rather than of con- 


Each of the books substantial chap- | demnation. Stiglitz obviously believes 


ters takes on one of the issues central to 


| 
| 


his basic argument that the US econ- | 


omy during the 1990s ‘roared’ with the 


vigour of an increasingly lassez-faireen- — 


vironment. He links up developments 
in each direction to paint a comprehen- 


that many good things were done dur- 
ing the eight years. The penultimate 
chapter is where he unleashes his true 
vituperation — on the first half of the 
Bush presidency. The chapter is a 
scathing criticism of the way in which 


sive picture of the negative impact of... the economy has been managed these 
various policy decisions. For example, _ last few years, years during which he be- 
he shows how financial deregulation, | lieves that all the imbalances have been 


primarily the repeal of the Glass-Stea- 


gall Act (it defined boundaries between | 


investment and commercial banking) 
induced banks to stoke the stockmarket 
boom, and the role that accounting 


further aggravated. 

At.one level, this book effectively 
plays to the growing gallery of anti- 
Americanism and anti-globalisation. 
Stiglitz is clearly well on his way to be- 


practices and the cutting of the capital | coming the brand ambassador of these 


gains tax played in the frenzy and the 
eventual bursting of the bubble. He uses 
Enron as a case study to demonstrate 


movements. But, at another level, it is a 
fascinating account of the internal am- 
biguities of a period that has been al- 


how deregulation ofboth the powerand | most universally viewed as a policy suc- 
| cess. It appears that, with all the vested 


financial sectors contributed to the rise 
and fallof the company. 

Returning to the theme of his earlier 
book, he argues that the US approach to 
the world economy is against the spirit 
of globalisation as a process that is mu- 


| 
| 


tually beneficial. He pointsoutthereisa | 


interests at play and the complexities of 
the game, successful policymaking is far 
more a matter of chance than of design. 
Even in America! E 


Subir Gokarn is chiefeconomist, Crisil 
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SELECTION 
How the taxes 
are ngged 


INCE he began writing about 

taxes for The New York Times in 
1995, Davis Cay Johnston's inves- 
tigative reporting has earned him two 
Pulitzers. PERFECTLY LEGAL (pub- 
lished by Portfolio) describes the 
ways in which America’s tax system 
is stacked in favour of the wealthy. 
Johnston evades the imposing ab- 
stractness of the tax code by keeping 
the story focussed on individuals — 
from working-class parents facing au- 
dits to Internal Revenue Service (IRS) 
officials, desperate for the resources 
to revamp their procedures. Chapters 
which address the inability of the IRS 
to go after the worst tax culprits — 
thanks partly to opposition from 
grandstanding mem- 
bers of the Congress 
— are effective in 
putting a spotlight 
on the problem. 
Even at some 
points, where deal- 
ing with numbers 
becomes unavoid- 
able, the author 
displays a knack _ 
for breaking the ew 
story into com- — 
ponents that can be 
grasped easily. 

The book (price: $25.95; pages: 
352) also exposes the ways in which 
the American middle class is being 
squeezed and, thus, creating a widen- 
ing income gap that threatens the 
stability of the country. 

Subtitled rather dramatically as 
The Covert Campaign to Rig Our Tax 
System to Benefit the Super Rich - 
and Cheat Everybody Else, the book 
highlights the following: 

@ ‘Middle class’ tax cuts and exactly 
whom they benefit. 

E How workers are being cheated 
out of their retirement plans, while 
disgraced CEOs walk away with hun- 
dreds of millions dollars. 

E How some corporations avoid pay- 
ing any federal income tax. 

E Why the working poor are seven 
times more likely than any other 
class to be audited by the IRS. 

E How the IRS is so weak that even 
when it was handed banking records 
detailing cheating by 1,600 people, it 
prosecuted only 4% of them. 





















































“ë HE economy is looking better than it has 
' done for seven years. That has lifted middle- 
class spirits and spread cheer all around. It is 
natural and rational that the Bharatiya Janata 
Party should take advantage of the changed 
Paar and should seek to take credit for it. It is com- 
mon to mistake association for causation, and it is hardly 
surprising that the government should seek to make the 
confusion worse confounded. 
It would not be amiss to point out some of the real 
causes. The growth rate of national income in the third 
- quarter of 2003 — the latest available — was about 8.4%, 


a above anything achieved since the early 1990s. However, 


_ itisonlya quarter we are talking about. That quarter sawa 
bumper autumn harvest; the 
corresponding quarter a year 
earlier witnessed an equally 
disappointing harvest. It was 
God-given weather that raised 
the growth rate, not the skilled 
policies of the government. 

It may not last just a quar- 
ter, but longer; altogether, 
growth at this juncture looks 
likely to last. But growth goes 
through cycles. It was low for 
seven years since 1996. It was 
bound to turn up at some 
point. That point has come — 
not because of the govern- 
ment’s actions, but because of 
the long slowdown. 

Exchange reserves, now 
risen to $104 billion, have not 
grown because the country has become an export power- 
house. We have run a trade deficit for decades, and con- 
tinue to do so. Reserves have accumulated fast in recent 
years for three reasons. First, Indians settled abroad have 
been sending enormous sums home. Second, interna- 
tional funds, not knowing where to invest in a generally 


-= comatose world economy, have turned to the relatively 

- fast growing economies of Asia, and India is one of them. 

- Finally, the US has been running huge payments deficits 
< and paying for them in dollars, Some countries like to 


help out the US; India has chosen, together with China 
-and Japan, to doso. 

The stockmarket has scaled new heights; investors 
who had burnt their fingers during the last great boom of 
1994 are now able to recoup their losses. But the market 
has not risen on their money; it is foreign investment in- 
. stitutions that have brought billions to lift it. As the market 

j are going to decide at some stage that it has 
f: s it should; and at that point, it will halt. 






d hav. don 


Despite several handica 
and few qualifications, this 
government has pushed 
ahead in positive 











Maybe the point is already here; maybe it is some months 
away. But it is telling us something about foreign 
investors psychology, and not just about Indian compa- 
nies’ performance. i 

That performance is good: corporate results are uni- 
formly uplifting. And there is no doubt that the govern- 
ment has helped. It has never been backward in helping 
out industrialists when they turned to it. India has the du- 
bious distinction of having the second highest number of 
anti-dumping duties; and behind each duty is an 
industrialist’s distress call — that he could not compete 
with imports. 

But even after other factors have been credited and 
the government's performance discounted, there is room 
for pleasant surprise. For this is 
a government of 27 parties (at | 
least, it was when we stopped 
counting). It is a government of 
those who spent decades in 


irections opposition, but had no experi- 
EE eter nore eee ence of governing. It is a gov- 
_ Forex reserves | ernment led by septuagenari- 





ans, a government not known 
for using expertise or leaving 
things to professionals. 

And yet, this motley 
government has followed cer- 
tain positive policies consis- 
tently. It has been increasingly 
open to foreign investment. It 
has removed almost all quanti- 
tative restrictions on imports, 
and has steadily brought down 
import duties. It has simplified 
and rationalised import duties. It has continued to sell off 
government companies despite considerable resistance 
within itself. It has promoted competition in telecommu- 
nications and curbed the incumbent government-owned 
operators. It has more or less dismantled administered 
pricing of petroleum products. And it has also made a 
commendable effort to improve the major highways. The 
economy may, at present, look good on account of acci- 
dental factors; but there is nothing accidental about its 
policy stance in these matters — and the policies have by 
and large been effective. 

It must, therefore, be conceded that this government, 
which came with few qualifications and many handicaps, 
has pushed ahead in some positive directions, and 
achieved more than it could have been expected to. Any- 
one who could have foreseen its performance five years 
ago would have been pleasantly surprised. And for that 
surprise, the government deserves a cheer, as it prepares 
to step down and face polls. 


ARPIT SHARMA 
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The auto components 
industry will cross $1 
billion in exports this 
year. But where are 
the visionaries? 
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A Greater Task 


Q Dr. Ashok V Desai, in his tribute to the late 
Krishna Raj (‘The Passing of a Standard 
Bearer’ BW, 9 February), could have been a 


little more generous. 


We may not agree with the way the 
Economic and Political Weekly (EPW) is 
being run, but it has achieved a stupendous 
task. The EPWhas run, without break, a thick 





weekly from a non-business platform for more than 30 years. 
How can we forget the article on the Chasnala disaster, and the details 
on the Mujibur Rahman assassination? 


Sekhar Basu Mallik, Via email 





A NEW PHARMA MODEL 

New ways of marketing medicine in In- 
dia have evolved recently, as the cost to 
deliver medicine to patients is increas- 
ing (‘Customer Service is the Best Medi- 
cine’, BW, 9 February). The old model 
ultimately increases the cost of the drug 
to the patient. 

One new, successful model is Abhay 
Clinics. They have been established 
across the country by the National 
Dairy Development Board's Human Bi- 
ologicals Institute. The clinics attempt 
to deliver vaccines at a very economical 
price to patients, without compromis- 
ing on the chain of cold storage for vac- 
cine transportation. 

In the coming years, more such ini- 
tiatives will come up, considering there 
are too many middlemen involved in 
the old model of distribution. 
Srinivasan Ragothaman, Via email 


SAVING FARMING 

There have been reports of the how's 
and why’s of the piling up of foodgrain 
stocks in India, but none on a way to 


` solve the problem (‘The Return of the 


Native’, BW, 9 February). 
It is good news that Punjab 
farmers have , 
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volunteered to find an answer. This will 
hopefully inspire their companions in 
other states. At the same time, there is 
also a need for the government to look 
into all the different sides of contract 
farming. A comprehensive study would 
hopefully reveal any unintended conse- 
quences. 

Raj Kishan, Via email 


POWER OF CHOICE 
The ‘Direct To Home - Almost’ feature 
(BW, 9 February), I felt, would gladden 
the heart of many a Keralite. Kerala is a 
state long in the grip of trade unions, 
and a political leadership only too 
ready to take up against the ‘prolifera- 
tion of world corporations. The fact 
that Indian Aluminium (Indal) has 
been allowed to buy power from out- 
side the state with no interference from 
the Kerala State Electricity Board 
(KSEB) is definitely a step in the right di- 
rection. A small step, one might add, 
but one that could, in the hands of the 
right leaders at the Centre, ensure that 
Kerala's consumers are given a choice. 
Further, it may give a respite from 
the power shortages that have plagued 


_ (and are almost accepted as part of) the 





_ Kerala experience for so long. Further, 
_ alternative choices will help improve 

_ the efficiency of the KSEB, an 

_ organisation that can do with some 

_ sprucing up in terms of effective 

_ systems management. 

_ Anil George, Via email 


a terecan re 


| | Letters can also be sent to 
| | editor@bworldmall.com 


Life is a game of sophisticated moves 


> 





SyncMaster 173P 





i (3] Premium 42cms (17") Monitor 
Touch perfection with our range of TFT-LCD Monitors MagicTyne ~~ Bo savan Gan Gabi 
are antiquated. It's hands-free 
| wi ke) display makes it as impressive 
on the outside as it is inside. 
SyncMaster 403T SyncMaster 241 MP SyncMaster 193T SyncMaster 172S SyncMaster 153V 
100cms (40") 61cms (24") 48cms (19") 42cms (17") 38ems (15") 
World's Largest Multimedia Monitor High Performance Stylish 42cms (17") India's Largest Selling 
multimedia Monitor +TV Monitor Monitor 38cms (15") Monitor 


“or further enquiries please call 1600113555" or 9628111000" or e-mail us at marketing@samsungindia.com 
Dial from DOT/MTNL lines only. ** For all locations in North prefix (011); in South (080); in West (022); in East (033). 





this issue 


COVER STORY 


Gathering 
Momentum 


The industry has already crossed $1 billion in 
exports this year, double its performance just two 
years ago. Can it keep up the pace? Maybe, if the 
players think big enough. A survey of the Indian 
auto components industry. 





Global plants Foreign auto 
components makers are relocating 
plants to India. But is that really 

good news? 





Design & development 
India has started making forays 
into design & development, but 
R&D is not on the horizon yet. 
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Reliance Life Sciences It has managed to arouse 
a lot of curiosity. For the first time research director Satish 
Totey speaks about the company’s research on stem cells. 


At Your Fingertips 
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installations and Steven Spiel- 
berg films. But now, biometric 
solutions are set to take over 
your life. God wills it. 
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ued conflict between India and Pakistan? The Gross Terror 
Product of the two countries gives an idea. 
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hari Vajpayee's statement that the Ram temple is still an un- 
finished agenda? 
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companies of global standing if it is to consoli- 
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A question of leadership 


WO sectors in India are calling out for visionary 
leadership. One is textiles and garments. The 
other is auto components. Both sectors have the 
basic fuel for take-off: cost advantage. Both face a 
global market that is ready for restructuring, And 
both have large enough pools of skilled workers. What they 
lack is just one thing: leaders who have the will and the wits to 
take on the world, 





If IT and pharma occupy pride of place in India’s economic 
consciousness today, one reason is that those sectors had 


| leaders who saw opportunities where others saw only threats, 


EC. Kohli, N.R. Narayana Murthy and Azim Premji in IT, and 
Parvinder Singh and Anji Reddy in pharma set new bench- 
marks for performance and ambition. Earlier, of course, we 
had a J.R.D. Tata laying the base for India’s industry or a 
Dhirubhai Ambani building a world-scale petrochemical in- 
dustry. In characteristically dif- 
ferent ways, both achieved re- 
sults that would have been 
thought impossible just a few 
years earlier, 


There's anew awakening in auto 
components — and the auto- 
mobile sector in general — but 
these are early days yet. Ratan 
Tatas Indica is being tested out 
in the European market place 
and Baba Kalyani’s Bharat Forge 
has shown that it pays to be dar- 
ing. As Senior Editor Rajeev Dubey and Correspondent Aarti 
Kothari who worked for months on this week's cover project 
discovered, the industry has gained a lot of confidence, but 
not enough to make really big bets. This year the industry will 
grow by 38% and cross a billion dollars in turnover. We call this 
auto motion — it's happening almost too easily! But will this 
change the scene, entice new players with a different concep- | 
tion of the opportunities and put us on the global map? We ` 
would like to bet that it would —.which is why the industry is 
on the cover of BW for the second time in six months. 





“There are many indications that the pace is quickening — 
smail-size global plants are shifting to India, design and devel- 
opment work is starting to happen, and more companies are 
looking at global markets more aggressively,” says Rajeev. So 
here's wishing the auto components industry that it will find 
the visionaries that the occasion demands! 





TONY JOSEPH, EDITOR 
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h IL&FS 


“o On a slimming regimen 


| HE Rs 522.4- 
crore IL&FS has 

2 gone on a quick- 
fix weight-loss 


programme. Sources close to IL&FS's 


ter the low-profile mutual fund deal | About IL&FS Investsmart, its CEO 
with UTI did not include the employees. | Hemang Raja says: “IL&FS is not selling 
Senior officials at IL&FS say that thesale off Investsmart. In fact, we are looking 
of the mutual funds was just the begin- _ for a strategic partner, and we are in the 
ning and, by April, IL&FS will separate at final stages of the paperwork right now 
top management told BWthat the com- least some ofits other non-infrastruc- | so we can't disclose the name. We are 
pany will be selling or spinning offits | ture operations. | even considering going in for an IPO 
non-infrastructure businesses like its sometime this year — the first broker- 
hugely successful | brokerage outfit, N on-infrastru ctur: e lines age house in the country to do so. 
IL&ES Investsmart; its education outfit, Over the 16 years of its existence, 
Schoolnet; and its amorphous environ- , besides its core business of infrastruc- 
mental consulting arm, Ecosmart. _ILAFS AMC Mutual Fund ture financing, IL&FS has got its fingers 
IL&FS managing director Ravi into various other pies — asset man- 
Parthasarathy, however, says there is no l | agement, investment banking, equity 
possibility of a block sale, “We got rid of Schoolnet | brokerage, property management, and 
the AMC (Unit Trust of India bought | even corporate fleet management! Go- 
IL&FS mutual fund’s 10 schemes this ing by its justification for the mutual 
month) as it did not tie in with our im- fund selloff, IL&FS is finally showing 
mediate area of operations. But Invest- signs of going back to its core. 
smart is very important to us for raising Also in the event of an IDFC-IL&FS 
funds, and Schoolnet and Ecosmart are n merger, talk of which has been doing 
part of our social and environmental in- 5 1 ESS the rounds for a while now, absence of 
frastructure initiatives,” he says. | ie Trust | Me non-infrastructure businesses would 
Buzz about a block sale of IL&FS’ ss aeta s So a help make the process a seamless one. 
non-infrastructure businesses has cau- When contacted, however, both parties 
sed palpable apprehension among em- officially denied it is on the cards. a 
ployees of these companies, more so af- SUPRIYA KURANE 
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| ratory research through « animal and 
human clinical trials, = 
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date, onlyabout70 | In India, currently stem —rilresearch ` 

ompani ies har ve | is on at the National Centre for Biologi- 
u cal Sciences, Bangalore; National Cen- 

tries are divided on | trefor Cell Science, Pune; L.V. Prasad 
be allowed to get | Institute, Hyderabad; and the National 
ng with the likes | Brain Research Center, New Delhi, And, 
Sweden taking i ofcourse, there is RLS. Its research has 
re is no debate I aroused a lot of curiosity in scientific 
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tof therapy | circles since ithas given little idea about a br 0 
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HEWITT ASSOCIATES 


Total control in India 


has bought out its partners in its 

joint venture, India Life Hewitt 
(ILH), for an undisclosed amount. The 
global HR consulting and outsourcing 
major bought out the 51% stake held 
by managing director and CEO Man- 
ish Sabharwal and the View Group, a 
Boston-based 


T HE $2-billion Hewitt Associates 





ity in Gurgaon. This can be scaled up 
to 2,000 people. 

Speaking to BW, Hewitt Associ- 
ates chairman and CEO Dale L. Gif- 
ford said: “Apart from ILH, we will be 
integrating the operations of Cyborg 
Systems and the Singapore based- 
Embrace, which were recently ac- 

quired. We will 





venture fund. | ope is also be migrat- 
The name srd t. f ing some work 
of the company H ° from Singapore 
will be changed ewitt to India.” 
to Hewitt Out- ' ILH man- 
sourcing Ser- z aged over 
vices India and š 300,000 em- 
Leo Fernandes, b ployee records 
vice-president, š for 220 compa- 
ILH, will head nies. According 


its operations. He will report to 
Sumer Dutta, head of outsourcing 
(Asia-Pacific), Hewitt Associates. 
Hewitt is also expanding opera- 
tions in India. It will increase its num- 
ber of employees to 1,200 from the 
current 650 (includes 200 ILH em- 
ployees) and is setting up a new facil- 








le have > bee an ready to conduct ani- 
1a studies f or almost a year now. We 
JAC. ed all animal houses in India 
š U em expressed their inabil- 
le tests. We are now prepar- 
own animal house and will be 
ady to co n duct trials by March. 
- We have ' two neuronal cell lines, 
> producing neurons and 
for patients of stroke (capable 
o neurotransmitter response). We 
also have Beta islet cells (for insulin) 
and cardiomyocyte (for heart), which 
pulsate at 70 beats a minute. 


` Which animals will your trials be 
~ on? What is the protocol design? 
> Where will the trials be conducted? 
e are creating animal models for the 


to analysts, the HR outsourcing mar- 
ket is expected to cross $100 billion 
in five years. It was worth $46 billion 
in 2003. About two-thirds of Hewitt 
Associates’ revenue comes from BPO 
and the balance is accounted for by 
its consulting arm. *& 
SHELLEY SINGH 





trial. Most probably the FDA will sug- 
gest that trials be conducted on pri- 
mates the nearest to humans as the 
physiology and response of human 
stem cells in rats and rabbits may not 
work well. The trials will be conducted 
in the US and in India. 


m Are you looking at partnering any 
research laboratories? 

Yes, we are talking to a couple of them 
in the Baltimore area in the US. We 
also plan to set up another laboratory 
in the US that may be ready in a couple 
of months. 


m When are we going to see a paper 
from RLS. 

We have already submitted a paper to 
Nature. They have to revert to us. By 
the end of the year we plan to submit 
another five papers. w 
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OUTSOURCING 


The backlash 
buster 


USINESSWORLD has stumbled 
B a way to deal with the 
business process outsourcing 
backlash. Get politicians and union 
leaders from the US and the UK hubs 
which have lost call centre jobs and 
show them how these function in India. 

And how would that help? The 
sophistication and efficiency of our call 
centres would at least correct the 
misconception that these are not hole- 
in-the-wall operations that are taking 
away American and British jobs. Julie 
Morgan, Labour MP from Cardiff North 
in Wales, was visibly impressed by her 
visit to a Gurgaon BPO outfit last week. 
“It was a first class centre and I am 
going to tell the unions back home that 
its not a sweatshop that they lost to.” 
But whether it will assuage the 
heartburn is another matter. 

Cardiff has been particularly hard 
hit by the loss of ċall centre contracts, 
accounting for nearly half the 25,000 
employees in Wales. Serco losing the 
British Rail contract last month was a 
body blow. One minute the employees 
who worked on the job for seven years 
were being praised and getting awards 
and the next minute they were told 
they were not good enough. “There is a 
lot of resentment and its a difficult 
situation for politicians like me,” 
admits Morgan, who recognises that 
UK companies cannot afford to ignore 
the economics of outsourcing. 

Morgan was a member of the 
delegation of Labour MPs that toured 
India to assess its political and eco- 
nomic situation. And it takes a sane 
view on outsourcing. British politicians, 
unlike their American counterparts, are 
emphatic they will not try to stop it. 
“Our government is looking at this as a 
natural consequence of a globalised 
market. We are against protectionism of 
any kind,” declares Dari Taylor, leader 
of the team. Jobs will move, and in- 
evitably from India to a cheaper centre, 
say the MPs. 

Is Kiran Karnik listening? a 

LATHA JISHNU 








INANCE minister Jaswant Singh 
surprised most economists 
when he revealed in his Budget 
. statement that the fiscal deficit 
` would be down to 4.8% of the GDP 


Z = this year. Now, here’s another indi- 


cation that the government's fi- 
nances are, perhaps, on the mend. 
The government normally fin- 


| 


ishes most of its borrowing pro- | 


#< gramme in the initial months of the | 
= financial year, but it spreads its ex- 


penditure over the entire year. This | 
leads to excess cash balances that | 


«© dry up as the year draws to an end. In _ 


recent times, the government has 
ended most years with minor cash 
balances with the Reserve Bank of 
India (RBI). 

This year, though, the govern- 
ment will end the year with a huge 
cash hoard: Rs 22,000 crore, ac- 


cording to some estimates. In effect, ` 


this is an indication that the govern- ` 
ment borrowed too much this year. | 
Or, to use jargon, the fiscal deficit | 


** was over-funded in 2003-04. 


if the finance ministry decides to 


run down these cash balances in 


2004-05, it'll mean that market bor- ` 
rowings will be some Rs 20,000 | 


crore less than expected. 
MS 


HAT is smart money betting 

on? A new survey of 10 fund 
managers (who manage more than 
Rs 13,000 crore) conducted by in- 


F ° vestment bank DSP Merrill Lynch 


offers some insights. 

A full 80% of these fund man- 
agers say that the equity markets 
are now fairly valued. This also 
means that earnings growth will be 


=% the primary driver of equity prices 


over the next year; and 70% of the 
respondents expect corporate earn- 
ings to go up by more than 15% and 


” = the remaining expect earnings 


growth to top 20%. There are sec- 


- x. 4 toral opportunities, however. Auto 
4 and metals are the top favourites. 
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by Niranjan Rajadhyaksha | 
: 

interestingly, all the fund man- ` 
agers expect the rupee to appreciate xŠ 
further. Eighty per cent feel that in- ` 
terest rates will be slightly higher. ` 
And 90% say the yield curve will be- ` 
come steeper. x 


FMCG and pharma seem the least 
attractive. The house is split in its 
outlook on cement and IT. 





i 
æ | 

HERE is an old saying in the real 

estate business. There are only 
three things that matter: location, x 
location and location. Really? Ñ 

An intriguing study by a group of ` 
economists has been featured on ` 
marginalrevolution.com, a website ` 
that is dedicated to liberal econom- | 
ics. It shows, after studying 29,000 ` 
home sales in the US, what factors Ü 
increase or decrease the value of a | 
house. And you know what the most ` 
significant factor is? It is, hold your 
breath, a well-equipped bathroom ` 
(it increases the value by as much as 
24%). In contrast, a waterfront ioca- 
tion adds a more modest 18% to a 
house’s value. 

So listen all you prospective 
home sellers. Do up your bathrooms 
before you plan to put your property 
on the market. 
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URU Manohar Joshi doesn't 

believe that the laws of eco- 
nomics matter in education. Fees 
should be as low as possible, he 
feels. In contrast, look at what the 
Chinese are doing. A school in 
Shanghai has set up a market for 
marks. So students who do not do 
well in an exam can “borrow” extra 
marks from the teacher as long as 
they promise to “repay” them with ` 
interest in the next exam. The “inter- ` 
est rate”? 100% — a student has to | 
pay back twice as many points as 


Let's hope there's a middie pa 
between these two extremes. E 
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he has borrowed. | 
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IT HARDWARE 


Hold that 
purchase 


HE peak effective rate of duty on 

computers and peripherals was 

slashed from 38.74% to 18.8% 
(comprising customs, excise, and spe- 
cial additional duty) after finance minis- 
ter Jaswant Singh announced cuts in his 
surprise Mini Budget on 8 January. So 
your computer and printer should logi- 
cally have been that much cheaper. 

Well, that’s not been the case so far 
and it might take some more time for 
the cuts to be passed on. In the one 
month following the announcement, 
PC prices have come down barely by 8- 
12%. The reason, says Vinnie Mehta, ex- 
ecutive director, Manufacturers’ Associ- 
ation of Information Technology (Mait), 
“is that the fourth quarter of any finan- 
cial year accounts for peak sales, about 
40% of the total. To meet the demand, 
vendors maintain 45-60 days inventory 
levels.” Hence the problems in offload- 
ing the duty cut benefits to buyers. 

Most vendors will be going with the 
cuts in phases. Says R. Manikandan, 
deputy general manager (sales & mar- 
keting), IT products, LG India: “The 
prices of PCs have been reduced by 
Rs 1,500-2,000.” That translates into a 
cut ofless than 10%. 

But there are exceptions like Canon, 
which has cut prices by up to 20%. That, 
says an analyst “is because Canon has 
deep pockets and sees this as an oppor- 
tunity to increase its market share”. In- 
terestingly, Dell, which prides itself as a 
company with zero inventory levels was 
among the first to announce cuts, but 
just 11%. Buyers would do well to post- 
pone their purchase to next fiscal. W 

SHELLEY SINGH & GINA S, KRISHNAN 
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HAT would happen if 
Pakistan nuked India 
and used the Bombay 
Stock Exchange as 
ground zero? Or, what is the size of the 


conflict economy in Pakistan and in | 


Kashmir expressed through the Gross 
Terror Product (GTP)? What are the real 


costs of terror? The Strategic Foresight | 
group, a scenario-planning think-tank | 


_ started by the International Centre for 
Peace Initiatives (ICPI), has tried to cap- 
- ture the human, diplomatic and socio- 
economic costs of continued conflict in 





the latest research report, The Cost of | 


~, Conflict — India and Pakistan, by Ilmas 


Futehally and Semu Bhatt. 
It is a snapshot of the real 
costs, both quantitative 









taining the terror economy, 


à ber of psychiatric disorders in 
y~ Srinagar. Costs are projected 
till 2007 or 2010. The study has 
been done with the co-operation 


Colombo to finalise their conclusions. 
In the two GTP numbers lie billions 

of reasons why hardliners on either side 

- would not want the conflict to end. For 


arriving at Pakistan’s GTP, the authors — 


of eminent Pakistani scientists like | 
S. Akbar Zaidi. Researchers from | 
both sides met last month in | 


and subjective, of main- | 


down to the increasing num- | 





' have taken into account the cost of | 


/ maintaining jihadi forces (Rs 80 bil- 
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TELECOM 


The data rush 


HE biggest driver for telecom companies today is 
voice. But by this year end, there should be a surge 
in data-based telecom traffic in India. That will be | 


led by the CDMA-based operators 
looking to upgrade to Evolution 
Data Only (EvDO). Already, two 
companies in India are looking to 
deploy EVDO over the next 12 
months. In the short-term it will be 
enterprise-driven broadband. 
Betting on the data push is 
Lucent Technologies Hindustan, 
whose president and CEO, Vincent 
J. Mazzola, says: “In the next 24 


INDIA-PAKISTAN CONFLICT 


The price of 


lion), the cost of maintaining the ISI 
(Rs 24 billion), a 50% share in Afgha- 
nistan’s drug economy (Rs 60 billion) 
and a share of the black economy 
which is funnelled into conflict, 
assumed to be about 5% of the total 
black economy (Rs 100 billion). That 
comes to a whopping Rs 264 billion or 
6.6% of Pakistan’s GDP. Add to that the 
Rs 160 billion of military expenditure 
and the GTP percentage goes up to 
10.6% of the GDP. 

In Kashmir, it takes into account the 
cost of incursions into the valley. A ter- 
rorist often exits Kashmir after an 
assignment and then re-enters, so there 
is a recurring cost of porters and guides 
(Rs 480 million). Add to that the cost of 
launching the terror attacks and relief 
efforts (Rs 450 million) and payment to 


organisations like the Hizbul Mujahi- | 


deen, which amounts to Rs 2,624 mil- 
lion a year. The total GTP in Kashmir 
comes to Rs 3.5 billion. If you take into 


account arms and ammunition and | 
rewards to mercenaries, then this num- | 
| lion it is currently. That, if there is 


ber would easily be 2-3 times greater. 
As if this was not enough, the report 


points out that insurgency has cost | 


Kashmir Rs 165 billion in tourism rev- 
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enues between 1989 and 2003. 

The trade potential in a stable envi- 
ronment between India and Pakistan is 
an estimated $5 billion under South 
Asian Free Trade Area (Safta) by 2007, 
compared to the $200 million-250 mil- 


another Kargil-like confrontation in 
2007, the number of internally dis- 
placed people around the borders 


months, India will be noted globally for wireless data.” He 
expects voice to be a commodity by then and the money 
for telecom firms to come from broadband applications. 
So, there are plans to offer broadband applications on the 


CDMA platform. This could result in a sharp fall in prices. 
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At 2.4 mbps, EvDO has a speed advantage over GPRS, 
which offers 114 kbps. 
So will GSM-based mobile service operators be in trou- 


ble? Mazzola says that Lucent offers 
a solution to GSM operators where 
the voice calls will be on the GSM 
network, while data calls can be 
routed on Lucent’s EvDO. He cau- 
tions, though, that it will not be as ef- 
ficient as on the CDMA network. But, 
for now, Mazzola and his team are in 
discussions with Japan’s DoCoMo to 
define what 4G should be. H 
ANUP JAYARAM 
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would be 100,000 in India and 50,000 in 
Pakistan. The economic costs of the 
conflict include the estimated Safta 
trade, the potential joint ventures in 
agriculture, hydropower and auto- 
ancillaries. But the report makes a par- 
ticularly strong point for co-operation 
in energy economics. Both India and 
Pakistan will require large natural gas 


_ elsewhere. As its con- 
_ clusion it has a fright- 
_ ening result to the grow- 
_ ing jihad-isation of the 
| Pakistani society and its 
_ subsequent collapse. Nucle- 
| ar war as a means to consoli- { 
| date its domestic failure. $ 
imports in the future and the best way | 


to feed this need is through a pipeline 
that runs through Pakistan. In fact 
Pakistan can earn $500 million in tran- 
sit rights, but India fears that Pakistan 
will use this pipeline as a bargaining 
tool in case of conflict. 

If relations were to stabilise, how 
much cheaper would it be to do this 
together rather than separately? A joint 
pipeline from Turkmenistan would cost 
India $1.80 per mmBtu (million metric 
British thermal units) and Pakistan 
would have to shell out $1.20 per 
mmBtu. If the countries did this sepa- 
rately, then India would pay $2.40 per 
mmBtu and Pakistan would pay $1.50. 

The report makes a simple point — 
that the real costs of conflict makes its 
innards into diplo- 
macy, civil li- 
berties, loss 
of education 
and so on. And 
managing these 4 
saps the system of $ 
resources that cou- 
ld be better utilised 
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OUTSOURCING 


Birmingham x 
to Bangalore © 
| 
| 


shoring deal of its kind. British 
Telecom's partner ClientLogic 

and Ventura partner intelenet I 
Global Services have grabbed the | 
£100-million five-year contractto 
answer Britain's National Rail En- | 
quiry Services (NRES). It's a move | 
that will help NRES save about | 
£25 million over five years. About 
150,0000 people speak to the Na- Í 
tional Rail Enquiries every day for | 
an average of 90 seconds. Around | 
25 million calls willbe answered 
from India with the services being 
run on a 24/7 basis. The move 
could eventually result in over I 
1,000 jobs moving to India. The | 

| 

| 

i 

x 

| 

| 

I 


| TS perhaps the largest off- 















enquiries migration comes when 
10,000 UK jobs have already 
shifted. interestingly, the contract 
was not awarded to any Indian 
vendor, Ostensibly, clients prefer to 
continue their offshoring relation- 
ships with players they are familiar 
with. That's a challenge that the in- 
dian start-ups have to cope with. @ 
SHELLEY SINGH 
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capital aes tax ESEA amied for 
a further period of three years.” 














ONSIDERING that the Ram 
Mandir at Ayodhya is not a 
part of Prime Minister A.B. 
Vajpayee’s political profile, it 
was a surprise to hear him describing 
the construction of the controversial 
temple as an “unfinished business” of 
his government. Ofcourse, he was spea- 
king at Ayodhya's twin city, Faizabad, Ut- 
tar Pradesh (UP), and it 
was natural that he 
should refer to 
the temple is- 
sue there. But 
his choice of 
words is sig- 
nificant. 
There could be 
two reasons for Vajpa- 
yee’s public espousal of a cause that’s 
long been perceived as deputy prime 
minister L.K. Advani's platform. The 
most obvious is his effort to appeal to 
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POLITICS 


andir, masjid, or both? 


Why Vajpayee is being so proactive about Ayodhya 


the upper caste and Hindu voters in In- 
dia's largest state on the eve of a general 
election. UP is at the core of the BJP’s 
electoral strategy for returning to power 
and Vajpayee has clearly decided to lead 
the charge to regain the party's vote base 
in this crucial state. 

But BJP sources say that is not the 
only reason. They say that the govern- 
ment is optimistic of a negotiated solu- 
tion to a tangle that has domi- 
nated the country’s 
political landscape for 
over a decade. After 
the public failure 
of the Kanchi 
Shankaracharya’s 
efforts last year to 
break the stale- 
mate, the govern- 
ment has been working 
secretly through in- 
terlocutors to arrive 


© promise. 


gleaned from various sources suggests 
that the government has been pursuing 
the following line. It is attempting to ex- 
tricate the dispute from the ambit of the 
two communities as represented by the 
Vishwa Hindu Parishad (VHP) and the 
Babri Masjid Action Committee 
(BMAC) and the Muslim Personal Law 
Board and take it back to the legal dis- 
pute between the litigants in the original 
title suit — the Nirmohi Akhara and the 
Sunni Wakf Board along with Mo- 
hammed Hashmi Ansari. What is im- 
portant is that the litigants are all resi- 
dents of Ayodhya, where, after 
_ decades of hostility, the mood 
à for a settlement is finally 
growing. 
The interlocutors are 
believed to be trying to 
get the litigants to 
withdraw the suit. If 
they agree, 
the courts would 


at acom- 
Information 
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no longer have to arbitrate. 

The next step would be to arrive at 
an out-of-court settlement between the 
two parties. This could involve con- 
structing both a temple and a mosque, 
the location of which is still in the 
process of being decided. The govern- 
ment is believed to have offered to bear 
the costs of both. 

It’s a tempting offer, especially since 

both parties would get a fair 

amount of land as part 
of a compensation 
package in return 
for withdrawing 
the suit. How- 

ever, there are 


hurdles. The 
⁄ biggestisto keep 
the VHP and 


BMAC from playing 
spoilsport. Both have built 
political careers on the dispute and have 
heavy stakes in keeping the issue alive, 
or even acquiring the land in question. 

According to BJP sources, the gov- 
ernment has been working through the 
right-wing Rashtriya Swayamsevak 
Sangh to defang the VHP and the Cen- 
tre’s interlocutors have been working 
through Ansari and eminent Muslim in- 
tellectuals to marginalise the BMAC. 

Sources say the government had ini- 
tially hoped to announce a solution be- 
fore the elections, but is having second 
thoughts because it fears that there may 
be repercussions. The last thing it wants 
is to pit the Hindus and the Muslims 
against each other again and whip up 
communal tension before an election 
that Vajpayee wants fought entirely on 
development issues. 

UP chief minister Mulayam Singh 
Yadav’s co-operation is key to any com- 
promise that may be unveiled after the 
polls. Government sources reveal that 
he is amenable. He hopes to consolidate 
his Muslim vote base if he helps to find a 
solution to the Ayodhya dispute. 4 
ARATI R. JERATH 
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SUN MICROSYSTEMS 


Sun also shines on PCs 









UN Microsystems is 
S pulling all stops to 

grab a slice of the 
Indian PC market which 
runs almost entirely on 
Microsofts Win- 
dows. A month ago, 
Sun announced that 
in India It will equip 
PCs with its Java Desktop System (JDS), 
which runs on Linux, at 50% ofany price 
Microsoft quotes for Windows and Of- 
fice. BW's Mitu Jayashankar met Sun's 
India sales director Vishal Dhupar to get 
the low-down. 

On the proliferation of JDS: It is | 





available in all countries we 
are present in. The Chinese 
government deal was a 
huge breakthrough with 
a million PCs on JDS. 
Weare talking to large 
OEMs to carry JDS as 
part of their PC offerings. 
On target users: JDS will 
address all customers except those who 
have invested heavily in Microsoft tech- 
nologies on the desktop — typically Vi- 
sual Basic-based applications or those 
which are optimised for Internet Ex- 
plorer. Of course, new users would be 
ideal candidates. tB 


TRIBUTE 


Remembering a 


gentleman 


Dr Ranjan Banerjee, chairman, Lin- | 
tas India, and former vice-chairman, 
Hindustan Lever (HLL), passed away 
on 31 January 2004 at the age of 81. 
Though Dr Banerjee had joined HLL 
as a technical trainee, he was really an 
HR man at heart. PM. “Suman” 
Sinha, former chairman of Reckitt & 
Colman India, former director of HLL, 
and former president of Pepsi India, 
had worked with Dr Banerjee for 
many years. This is his tribute. 


NYONE who knew Dr Ran- 
A jan Banerjee would agree 

that he was a perfect gentle- 
man and a unique guru. His life and 
work as a practising HR manager is a 
case study by itself. He epitomised all 
that HR management stands for — | 
people development, motivation, 
fairness and equity in organisations, 
good industrial relations practices 
and building a values-based culture. 
His charm, soft voice, discipline and 
values made him a natural human 


resource manager. 

While Dr Banerjee started his ca- 
reer as a technical trainee in HLL, he 
went on to become the head of HR, 
and director and vice-chairman of 
the company, looking after human 
resources for over 16 years. 
Many senior managers in the 
business world have been 
personally mentored and 
inspired by him. They in- 
clude Dr Ashok Ganguly, 
Mr S.M. Datta, both for- 
mer chairmen of HLL, Mr 
R. Gopalakrishnan of the 
Tatas, and Mr Kasturirangan, 
president, Chesebro- 
ugh Ponds, US. I, of 
course, owe alot to Dr 
Banerjee. x 

| 
| 


x 
sas 


Dr Banerjee’s soothing presence, 
and sincere concern for everyone 
disarmed even the most aggressive 
union leaders. His wise counsel 
never failed to evoke a positive re- 
sponse from those seeking solutions 
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RANJAN BANERJEE 
(1922-2004) 


Miles to go.. 


ESPITE all the excitement 

about BPO, Indian companies 
are still not looking at the big pic- 
ture, says Todd Furniss, COO of the 
US-based Everest Group, which pro- 
vides strategic advisory services to 
outsourcing companies. He says 
“most companies undertake unso- 
phisticated offshoring; they play 
very minor roles in the transaction 
processes of their clients”. He 
thinks they should rather look at 
customer relationship management 
in its entirety than just, say, a call 
centre operation. Rel 
SHELLEY SINGH 


to their personal or official problems. 
Dr Banerjee’s doors were always 
open to everyone. He always found 
solutions to issues; at the same time 
he NEVER, NEVER compromised or 
allowed others to compromise on 
values. I remember taking up a case 
of a very senior sales manager who 
was rumoured to take gifts; the only 
one that could be proved was one 
worth Rs 150. Dr Banerjee advised 
the chairman, against the desire of 
the functional director, that the se- 
nior manager must resign; he felt 
rules applied to all alike. He truly 

set the culture in the organi- 
sation based on values; he 
believed that intellectual 
integrity was as critical as 

financial honesty. 

Organisations talk 
about people being their 
greatest asset; few actually 
spend enough time develop- 
ing them. Dr Banerjee 
not only believed in 
people as the greatest 
asset, but also fearlessly articulated 
their strengths. He once told me that 
an HR head is or should be the right 
hand man of the CEO, and should 
never aspire to to be a CEO, so that he 
can offer frank and fearless advice. 
He indeed was such an HRhead. W 
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Import 
duty on 
gold and 
silver 
brings 
little 
revenue; 
if itis 
removed, 
Indian 
jewellers 
will be 
able to 
compete 
better 





tby ashok v. desa 


Towards a BJP 
trade policy 














populist measures in the last few 


count masquerading as a budget. Besides, 
Sinha had omitted to reduce duty one year, so 
Jaswant Singh had a precedent to fall back on. 


And this is an election year. The BJP must col- | 


lect millions from industrialists, and give a quid 


| proquo: postponement of the peak tariff reduc- | 
| tion could have been one. Despite all these | 
| available excuses, Jaswant Singh reduced the 


peak duty. He also abolished the sad-looking 


special additional duty (SAD). It was supposed | 
| tobe only 4%, butit was calculated on the value | 
| including import duty. So if the latter was 25% ` 
| SAD became 5%; if the latter was 200% —asitis | 
| on some cars — SAD would become 12%, and | 
| soon. It was a stupid duty which only compli- 
| cated the tax structure. So I am glad it is gone. 


In the other good act, Arun Jaitley removed 
administrative import barriers on gold and sil- 


| ver and placed them on open general licence. 


That surprised me. I started with a prejudice 


| against Jaitley for several reasons. First, he was | 
Narendra Modi’s handholder in Goa and later | 


in the Gujarat elections. Second, he is a lawyer 


and so needs to know nothing about trade pol- | 
icy; and ignorant ministers typically become | 
| puppets of control-loving bureaucrats. And fi- | 
nally, he won the presss plaudits for his perfor- _ 
mance in Cancun. I believe the press is usually _ 


HE NDA government took many | 





jingoistic and protectionist when it comes to ` 
World Trade Organization negotiations; so las- | 


sumed Jaitley had used his silver tongue in pur- 


sorts of concessions without giving any. 





Having formed such low expectations, [was | 











all the more pleased that he freed gold and sil- 


| ver. I have been engaged with gold ever since I 
weeks. But among them I find two | 
admirable. One is the reduction in | 
the maximum import duty to 20%. | 
| It was supposed to happen this year according | 
| tothe timetable Yashwant Sinha had laid down | 
_ four years ago. But it was understood that it | 
would happen in the Budget, and this year's | 
| was only an Interim Budget — a vote on ac- 


was in the finance ministry. One of the visitors I 
had was an Indian jeweller from Dubai; he was 
brought by a journalist. He came in such fear 
that he kept looking around for hidden micro- 
phones. He told me about Haji Dawood's gold 
smuggling racket, and of the involvement of 
customs officials and Bombay politicians. He 


_ reinforced my conviction that import restric- 


tions on gold had to go. Manmohan Singh was 
liberally inclined, but did not feel confident 
enough about the reserves. He wanted to liber- 
alise imports, but did not want to release for- 
eign exchange for them. So he introduced the 
5-kilo scheme. It was tailormade for Dawood; 
he organised a chain of couriers to bring in gold 
legally. Thus was smuggling legalised. 

P Chidambaram broke that chain; he al- 
lowed eight banks to import gold, and thus de- 
stroyed smuggling. But then Yashwant Sinha 
brought it back: he doubled the import duty on 
gold in 1998. And then, equally unaccountably, 
he brought down the duty in 2001. 

One of the importing agencies was the Min- 
erals and Metals Trading Corporation (MMTC). 
It loves monopoly profits, and has little to do 
these days. So it always lobbies hard for import 
restrictions, and for being kept a privileged, if 
not a monopoly, intermediary in imports. Jait- 
ley must have overcome stiff opposition from 
MMTC andits political patrons and friends. 

Now Jaitley should ask Jaswant to remove 
the import duty on gold and silver. It brings lit- 
tle revenue. Ifit is removed, Indian jewellers will 
be able to buy gold at the same price as their 
foreign rivals. Then they will be able to compete 
with jewellery manufacturers across the world. 

I have written earlier about how Chand 
Mehra’s ambition of becoming a world player 


| in gold chains was destroyed by import restric- 
suit of special and differential treatment — the ` 
ancient GATT rule by which India can ask forall | 
_ port duties on all raw materials — metals, feed- 


tions on gold. Let no more young men see their ` 
global ambitions frustrated. Let us remove im- 


stocks, commodities and fuels. iF] 
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Say goodbye to long queues. 

e State Bank of India in association with IRCTC* 
announces online reservation system, whereby you can 
book your Railway tickets online 

e Log on to www.irctc.co.in and register yourself. Book 


tickets or make enquiries on PNR, reservation etc. 


e Select your train depending on your journey, and book 
your tickets online 

e Give payment instruction through www.onlinesbi.com 

e The amount will be directly debited to your SBI account 

° You will be charged a nominal transaction fee and you 


can have the tickets delivered to your home 


Contact our 

call centre at " 2 
1600-11-2211** (toll free) State Bank of India | t89 IRCTC 
or 01 24 23451 41 2 ° | Rail Tickets Made Easy 
e-mail at: Wi th y Ou - a ll í h e way | Ph, :011-23345500 / 23 


ibanking@vsni.net 
* Fully owned by Ministry of Railways, Govt. of India 


care@irctc.co.in 








** Call Centre at New Delhi, Mumbai, Kolkata, Hyderabad, Bangalore, Chennai, Bhopal, Chandigarh, Lucknow & Bhubaneswar 
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N any other time in history, this 

would have been labelled a con- 

spiracy. The work of a mischievous 

entrepreneur who woke up really 

early one day and changed the ad- 

dresses on all Rolodexes from 
‘Sandhill Road, Silicon Valley’, to ‘Banga- 
lore, India’. So, like pigeons with errant 
internal compasses, big name Silicon 
Valley venture capitalists (VC) began 
homing in on Indian towns. Yogen Dalal 
of Mayfield was here. So was Rajeev 
Motwani of Stanford University. Chris 
Albinson of JP Morgan came calling. As 
did Dick Kramlich of New Enterprise As- 
sociates and Rob Chandra of Bessemer 
Venture Partners. One would think their 
lives depended on these visits. 

Actually, they do. After the technol- 
ogy meltdown of 2000, venture capital 
experienced its long winter. And then, 
last year, according to Pricewaterhouse- 
Coopers, the total amount of funds 


raised during the year fell 38%. Invest- | 


ments in the high-technology sector 
crashed from $119 billion in 2000 to $39 
billion in 2002. More alarming was the 
decrease in funding for early-stage com- 
panies. In 2000, $21 billion was invested 
in early-stage companies, but in 2003, 
that number fell to $8 billion. 


The VCs had shut the door on start- | 


| Neocarta’s Shamim was drawn in 
by India’s wireless tech capability — 








ups, the cradle ofinnovation in the tech- 
nology sector. There were many reasons 
for this: high burn-rate, declining tech- 
nology spending and more of it on the 
essential rather than on the nice-to- 
have. The most important of all this was 


the lack of demand. According to a | 


Goldman Sachs estimate, companies 
had bought more IT products than they 
needed. And how much was more? 

$60 billion. A lot of fat needed to be 


worked off. 
( 


start enterprises, and 


existing 


thatis often impos- 





even less to provide | 
follow-up financing to | 
companies, | 
VCs need a solution | 


avin 
the Valley 





| eral partner, Bay Partners, a venture 


fund that has $1 billion under manage- 
ment. While the semantics of ‘save’ can 
be debated, the VCs who visited India 
recently admit that they have invested 
$5.5 billion in start-ups that they want to 
see survive the fall in technology spend- 
ing. 
To put things in perspective, the VCs 
aren't the first ones to have discovered 
the India advantage in high-technology 


| areas. The credit for that would actually 
With little money to | 


go to Romesh Wadhwani. He is a serial 
entrepreneur. His primary claim to 
fame is that in 2000 he sold his B2B solu- 
tions company, Aspect, to i2 Technolo- 
gies for over $9 billion. Wadhwani saw 
the opportunity to develop products 
out of India very early. He set up Sym- 





The venture capitalists of Silicon Valley 
discover the therapeutic effects of a 
temperate Bangalore.By Shishir Prasad 


sible to find: manpower that can deliver 


at least the same quality of product de- | 
velopment as in the US at a much lower | 


cost. The idea is to make the money last 





you get one of the two. Fortunately for | 


the VCs, it is possible to get both quality 
and economy in India at this point of 
time. There is enough talent for high- 
level work and they cost less than half of 


what they do in the US. Can India save | 
Silicon Valley? “I think that ‘save’ is far | 


too strong a word. India (and Bangalore) 
certainly are helping to make Silicon 


Valley companies remain cost competi- | 


tive, and accelerating time to market. As 


a source of innovation, the Valley is still | 
unparalleled,” says Bob Williams, gen- | 


BUSINESSWORLD 20 23 FEBRUARY 2004 





phony Services in 2002. The company 
itself has been formed to be a keiretsu of 
companies specialising in various areas 


_ of technology like analytics, consulting 
longer. Usually there is a trade-off, and | 


and server programming. The idea is to 
‘roll up’ these companies — currently 
there are two: Cambridge Technology 
Partners and Eknowventures — into 
one entity, Symphony. In effect, take 
hot-houses of specialisation in different 
technologies and combine them under 
one management team that Wadhwani 
had put together. Symphony has turn- 
over of $30 million today. 

Now, high profile VCs are taking a 
leaf out of Wadhwani’s book and using 
India as a product development base. 
Take Neocarta Ventures, which is one of 


_VENTURE CAPITAL 








the investors in July Systems. “We got in- 
terested in India because of the capabil- 
ities that exist in wireless technology,” 
says Shaukat Shamim, venture partner, 
Neocarta. He was the one who concep- 
tualised and wrote the initial code for 
Yahoo Instant Messenger. Two compa- 
nies in Neocarta’s portfolio, July Systems 
and Meru Networks, were both working 
in the wireless sector. July on a wireless 
data services platform and Meru on 
next generation Wi-Fi switches. “With 
July we developed the entire product 
from India, largely because the entire 
top management of the team was based 
right here in India,” says Shamim. For 
Meru, the product was conceptualised 
in the US. Its blueprint was drawn up 
there, and then the work was moved to 
India, where people could develop the 
algorithms and write the code. 

And it is this approach, of develop- 
ing the initial prototype in the US and 
then taking the subsequent develop- 
ment work to India, that has become the 
dominant one. “We have managed sav- 
ings of 66% on product development in 





TE 
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For INC3's Bhayani, savings of up 


60% (of US costs) is still the attraction 








THE FORMULA 








Bob Williams, general partner, Bay Partners, a venture fund that manages $1 
billion, shares his ideas on how to make cross-border companies work. 


My rule is that you need to have a strong personal connection to 
complement that dedicated 256 kbps link between Bangalore and Silicon 
Valley. This can take several forms, and the more of the following, the better: 


Your key manager in the India operation has known one of the top 


WEA rs o AL, ie 


management team or founders in the US for a long time. They went to IIT i 


together, or they grew up together, or they worked together before. 


Your key manager in the India operation moved back to India from the 
US after the parent company had been started. He brings with him the 
personal relationships and knowledge of company culture that help to 
facilitate communication, and growth of responsibility and trust. 


You work REALLY hard at establishing a fundamental link. Engineers 
from both the US and India are regularly exchanged for at least one 





month a year. 





Silicon Valley. 





ü 


you use it. 





make that 20-hour trip to India. 


You cannot over-communicate! 


Projects are divided so as to have team members both in India and the 
You have a Polycom video conferencing facility for your meetings and 

pe RETR Sea eee SEE eS, Sh ERED Leal A OS eet ARIS A 
You have an IP phone link that allows direct extension dialling between 


the US and India operations and you use it. 
The CEO and top management needs to regularly get on the plane and 





our companies by developing the first 
version and then quickly taking the 
product to India,” says Dhimant Bhaya- 
ni, managing partner, INC3 Ventures, an 
early-stage fund. INC3 is an investor in 


companies like Baypackets, vEngines | 


(acquired by Centillium), Coaxial Net- 
works and Pace Software. Bhayani be- 
lieves that in a company of approxi- 
mately 100 people, at least 30 people, 
mainly product architects and market- 
ing staff, need to be in the US while the 
rest of the development team can be 
based in India. He puts a rider though. 
“In the first 3-4 months, the India centre 
will deliver lower productivity and, 
therefore, the company will need to em- 
ploy more people. This will offset sav- 


ings a little bit. Expect savings to be 30- | 


50% in the first four months and 
increase to 60% after that,” he says. 


s product development work is not of 


high standards. “This is the good part. | 


We have found talent across sectors 
and many experienced people 
who have returned from the 
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US and are great assets for our compa- 
nies. For example, a former executive di- 
rector at Autodesk heads Symphony 
Services today. Things like these give us 
alot ofhope,” says Venky Ganesan, prin- 
cipal, Globespan Capital Partners. It is 
this global bunch of NRI engineers who 
have returned to India that have allowed 
such cross-border entities to be set up 


| with ease. Ganesan adds: “We, on our 
| part, have a three-month exchange pro- 


gramme, where people in India travel to 
the US and senior management in the 
US travels to India. This is the only way 


| you get both of them to get the chem- 


istry going — an essential for a product 
company.” 

There are a few worrisome areas 
though. Ganesan says: “Products need 
very long-term thinking. Even when you 


| write a programme for 10 users, you 
Savings don’t mean a thing if the | 


need to keep in mind how the architec- 
ture will scale up when there are a mil- 
lion people using it simultaneously. In- 
dians aren't good at this as yet, but it is 
just a matter of time (before they learn).” 

The clockis ticking, Bangalore. g 






BY 2005, 10 AUTO 

» COMPONENTS PLANTS 
WOULD HAVE BEEN 

RELOCATED TO INDIA 


<. ANEW CROP OF COMPANIES 
© $ IS LIVENING UP THE PACE OF 
INDUSTRY EXPORTS 


COMPANIES ARE TAKING 
_THEIR FIRST STEPS IN DESIGN 
AND DEVELOPMENT 


a THE INDUSTRY IS FACING A 
" SHORTAGE OF TIER Ill 
SUPPLIERS 


| Indian auto components 
makers are going global, but 
_ they just aren't thinking big. 

| By Rajeev Dubey and Aarti Kothari 


Å India’s auto components exports would have 
© crossed $1 billion. Consulting firm Frost & Sulli- 
__ van estimates that this financial year could actu- 





| _ nents the industry exported just two years ago. 
—< Achieving the $1-billion mark is no mean feat, but itis only 
* adrop in the $1-trillion global auto components ocean. Mex- 
— | ico alone exports components worth $16 billion, Brazil worth 
| $4billion, China $3 billion and Thailand $2 billion. 
a But, at a compounded annual rate of 20-25%, the growth 
| in India’s auto components exports is much faster than that of 
| | the domestic market (10%). Sure, it helps that the global auto 
| ___ industry is going through its worst slowdown in two decades, 
| forcing automakers to look for cheaper components sourcing 
| bases. Yet many consider this growth in exports a watershed 
| _ similar tothe one seen in the IT industry in the early 1990s. 
-~~€=6“Vis-a-vis the international market, we are today where the 
| _ software industry was in 1992-93,” says K.N. Subramaniam, 
| managing director of India’s largest manufacturer of shock ab- 
| _sorbers, Gabriel India. 
oe itis this, and other changes, in the Rs 25,000-crore industry 
| __ that forced us to revisit it within six months of our last cover 
(story, ‘Should They Be Smiling?’ (BW, 18 August 2003). Since 
| __ then, theindustryhasmoved a few paces. We are on our way to 
| __ integrating with the global auto components industry. 


| x ally close with exports worth $1.11 billion — that’s | 
| 38.8% higher than what last year closed with. And ` 
almost double the $578 million worth of compo- — 
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One way to go global is by growing exports. Indian compa- 


l nies have taken to it seriously. The other is to acquire plants 


abroad. That's happening only now. A third way is to relocate 
plants to India, which come with a captive base of customers. 

It seems we are making a beginning here: global compo- 
nents makers are relocating old plants from high-cost areas in 
the US and Europe to India. There’s a general rule in the auto 
components industry: unless a supplier can deliver a cost ad- 
vantage of at least 15%, the buyer does not risk shifting his 
business. But few firms here are confident of delivering that. In 


_ all, 10 small plants would have shifted to India by end 2005. 


| ‘Small’ is the key word here — and the cause for concern. One, 
_ itshows most Indian components makers aren't thinking big. 


> Y the time you are through with reading this story, 


i 


Two, some of these plants come with small volumes, as the ve- 
hicles they produce for are nearing the end of their lifecycle. 
In comparison, China is the hottest destination for com- 
ponents sourcing simply because ithas many com panies that 
are Tier I suppliers. Shanghai-based Magneti Marelli Power- 
train makes automobile engines and electric engine manage- 
ment systems for global auto majors. China has over 500 for- 


_ eign auto components makers, who, by virtue of being Tier | 


_ suppliers, can tap the automakers: components requirements 


upstream — often at the drawing board stage. Which helps 
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QUALITY OF SUPPLY eee eran cee 
ABILITY TO SUPPLY CONSISTENT QUALITY, — — 
PRICE COMPETITIVENESS 





DESIGN AND ENGINEERING CAPABILITY — 
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them ride the peak in vehicle sales and recover investments. 
That's not happening in India yet. Here, even the firms that 
call themselves Tier I suppliers actually fit in Tier II. Globally, 
Tier I suppliers have high-end design, development and man- 
ufacturing capabilities. They supply full modules (engine, 
transmission, wheel assemblies, dashboard assemblies, eral). 
But Indian firms are unfazed. They see plant relocations as 


gateways to technology. They hope to build on the knowledge | 


base of these plants to design their own products. 


A few are already doing some design and development. 


Though original research and development (R&D) is still a few 
years away, firms have begun creating the infrastructure to 
cater to minor product modifications or reverse engineering. 
Older players bring some specialised solutions to the table. 
Sona Koyo has modified the steering column of the Alto, re- 
ducing the cost of the steering by 15%. In fact, anyone who's 
serious is keen on making a beginning here. Hi-Tech Gears 


CMD Deep Kapuria says: “To succeed, you need greater inte- | 





Source: Frost & Sullivan 
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gration with the original equipment 4 
manufacturer and the tech partner ÁJ 
(design integration and R&D);in- j 
novation and indigenous techno- 
logy; and a global mindset (prod- 
uct liability/logistics}. We are 
learning the ropes in the latter 
two, but are yet to get to the first.” | 

The other sign that India is in- : # 2 
tegrating with the global market is Š Q 
the fact that components exports are 
getting increasingly broad-based. Theresa asi 
new breed of exporters like Rico Auto, Omax Auto and Hi-Tech 
Gears. They have surfaced from a highly fragmented industry. 
In the absence of large-scale consolidation, they neither had 
the technology to attract global vehicle outsourcers, nor the 
resources to research new technologies or build global capac- 
ities. Yet, after years of struggle, their grit is paying off. Yes, the 
order size is small — sub-$50 million against the $100 million 
considered significant in global terms. Still, a company like 
Rico, which had to wait almost eight years to get its first export 
order, today receives visitors almost every week from Ford, US. 

But even as the current growth stretches the industry, it has 
exposed the weakest link in the chain — Tier HI vendors. There 
just aren't enough of them. Those who exist provide poor qual- 
ity. Tier H vendors, who source from them, aren't crying yet, 
but the industry is already feeling the pinch. 

For years, few around the world disputed the potential of 
India’s auto components industry. But its export performance 
frustrated even the most optimistic, There seemed to be nei- 
ther a strategy nor an ambition to go global. But now, at $1 bil- 
lion, India has a scale that global majors can’t ignore, The 
planned $2.5-billion investments will only go into ma 
more competitive. Get ready to ride the wave. 












NE way to measure the evolution of a nations auto 
components industry is to see whether it's the pre- 
ferred destination for relocating old plants or for 
greenfield projects. The latter are set up when a 
company gets a new contract to supply to a vehicle 
manufacturer. But no such preconditions apply to 





relocating old plants. They are shifted across geographies for | 


cost benefits, and little else. 


Global auto components manufacturers relocate old | 


plants for two reasons. One, when original equipment manu- 
facturers (OEMs) force them to reduce prices by 2-3% year- 
on-year, making their current location unviable. Two, when 


two or more smaller plants that have either shut down or are | 


on the verge of closure can be made viable by consolidating 
their volumes at a single location. Ideally, one such plant 
should be moved to where the other exists. But when both lo- 
cations are unviable, they have to be shipped to a third place, 
which can exploit their economies of scale better. 

Little research has been done around the world on the 
number of plants that get relocated every year. But one rule of 


thumb is that, at any given point in time, at least 10% ofa large | 


corporation's products need either cost rationalisation or al- 
ternate sourcing bases. “All such products and their plants are 


candidates for relocation,” says C.S. Patel, CEO of the Delhi- | 


based Anand group. 

Patel should know. His organisation, the Rs 1,300-crore 
Anand group, will translocate nine small plants by 2005. In all, 
10 small plants would have been shifted to India by end 2005. 
Small plants? Is that good for the Indian components indus- 
try? We'll come to that later. 


For now, if all goes as per plans, the group will earn annual | 
revenues of nearly Rs 250 crore ($51 million) from these plants | 


by 2005. That’s almost as big as some mid-size auto compo- 


nents companies in India. Anand is ahead on the learning | 


“There is no margin for error in plant relocation. 
They are more taxing on us than greenfield projects. 
Unless the project is managed precisely, it will not 
make money” Cs. PATEL, CEO, ANAND GROUP 
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curve because it manages to commit minimum cost savings 
of 15% to the component buyer — even after paying for logis- 
tics and accounting for its own margins (at least 20% return on 
net assets). In return, Patel demands a sourcing contract for a 
minimum of seven years. 

This year alone, the Anand group is relocating four plants 
of its partner, the $10-billion Dana Corporation, from the US 
and Europe to its own facilities in India. By 2005, when they 
will be operational, these four projects will fetch annual rev- 
enues of Rs 200 crore ($40 million). Patel believes the projects 


| will pay back within three years the $10 million-12 million 


capital investment he has made. 

Anand started off producing auto components for the do- 
mestic market. But now, growth through re- 
location is one of the keys to its future busi- 
ness development strategy. The group had 
its first brush with this conceptas far backas 
1997. Back then, it shifted the manual brake 
adjuster (MBA) manufacturing plant of the 
Sweden-headquartered Haldex from the 
US to a new 40:60 (Anand:Haldex) joint 
venture at Nashik. MBAs are used in air 
brake systems of heavy vehicles like trucks. 
Later, in 2000, the company relocated an- 
other Haldex MBA plant from the UK to the 
Nashik factory, augmenting capacity to 0.4 
million units per annum. 

Since then, Anand has surged ahead. 
Most prestigious among this years projects 
is the differential case line of Dana’s sub- 
sidiary Spicer. Spicer will shift the line from 
Birmingham in the UK to Spicer Indias 
axles manufacturing facility at Chakan in 
Pune. Spicer India is 26% owned and man- 





aged by the Anand group. Incidentally, eight of the parts man- 
ufactured here (differential cases, pins and flanges, among 
others) will go into a vehicle that Land Rover plans to intro- 
duce in 2005. Anand will supply these parts to Dana UK, 
which will use them in the axle assemblies it has contracted to 
supply to Land Rover's T5 programme. 

Though the Land Rover line is the most prestigious, the 


biggest relocation revenues ($15 million) will accrue from the | 
| Mostauto component makers just aren't thinking big enough. 


consolidation of two of Spicer’s production lines (manufac- 
turing light duty end yokes). Spicer will relocate its Lima and 
Pottstown facilities in the US to the 100% export-oriented unit 
(EOU) at Hosur. The EOU has a Capacity to produce 3 million 
end yokes per annum. 

Anand will also shift Spicer’s driveshaft components plant 
from Northampton in the UK to consolidate the Capacity at its 
own driveshafts plant at Jodalli near Dharwad. 

Seven years of experience in plant relocations has taught 
Patel and his team crucial lessons. First, he recommends a 
slow and steady approach to relocation as opposed to the big 
bang theory. 

“We have consciously chosen smaller projects. There were 
other projects that required investments of $40 million and 
about 1,000 people. But we thought they were too big. We 
picked plants whose labour requirement was under 200 peo- 
ple,” says Patel. So even though the group spent $10 million- 
12 million in all on these acquisitions, its risk got dispersed 
over many projects. At the same time, it could also ramp up 
the labour force. 

There are many who find fault with this brick-by-brick phi- 
losophy. Especially those who want to see India as the first 
choice for auto components manufacturing. Their grouse: 
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DILEEP PRAKASH 


AUTO COMPONENTS SURVEY GLOBAL PLANTS 


Global auto components 
manufacturers are shifting 
plants to India. But is that 
really good news? 


In plant relocations, there are few examples like the 
Anand-Spicer-Rover deal, where the plant in India will make 
components for a vehicle yet to be launched. Most often, what 
comes our way are those facilities that were built to cater to a 
large demand but where the vehicle itself has ridden through 
its peak sales phase and entered a trough. Such vehicles, 
which are nearing the end of their lifecycle, will get flushed out 
of the market. The question is how soon? 

The industry does not think this is a problem. Players ar- 
gue that step-by-step growth is the right 
way to go, because most Indian man- 
ufacturers have yet to achieve the 
critical mass that is needed to 
take on bigger projects. 

Another lesson that the 
Anand group has learnt is that 
relocation works better when 
two or more plants of the same 
product can be consolidated at 
one location. This allows for 
greater economies of scale in sourc- 
ing raw materials for the plant. Patel is 
currently negotiating to relocate the North 
American as well as European piston ring plants of another 
Dana subsidiary, Perfect Circle Victor, to India. Besides, he is 
also negotiating for an AC manifold plant and an evaporator 
assembly plant, both owned by Germany-based Behr and lo- 
cated in Europe. 

A third lesson is that there's very little margin for error in 
this business, simply because all calculations are based on 
very thin profits. Patel even says that a translocated project 
puts more pressure on an organisation than a greenfield unit 
does. That has to do with the time pressure to ensure zero 
parts per million (PPM) errors in the very first container that 
gets shipped. The buyer often builds an inventory for the time 
that it would take to uproot the plant, ship it, run trials and 
produce in bulk. But any delays in supplies could stop the line, 
causing massive product liability claims. 

Fourth, companies should not dabble in anything other 
than their own line of business. That’s because the ability to 
manage such projects depends entirely on the inherent un- 
derstanding of the cost structures of the component. Lack of 
such understanding could jeopardise the entire investment. 

Few Indian companies have taken up relocation as seri- 
ously as the Anand group has. But this year, some others may 
follow suit. They are still tight-lipped about their plans, but 
one thing is definite: the Gurgaon-based Omax Autos will 
soon relocate a transmission shafts plant from Delphi's Day- 
ton facility in the US to Bangalore. 

Asmall beginning, buta beginning nevertheless. 
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UP THE WW 


T’S ironic. For a nation that 
has a reputation in research 
and development (R&D), 
India has zero auto compo- 
nents manufacturers who 
do original R&D. Just about 
a handful have begun design and 
development (D&D). 

R&D in the auto components 
sector means conceptualising a 
new componentas per the vehi- 
cle maker's needs, creating origi- 
nal designs, making prototypes 
and testing them, and then mass- 
producing them. D&D, on the 
other hand, is a support function. 
That too for the auto components 
maker, usually a Tier I vendor, and 
only sometimes for the vehicle 
maker. Often, this involves re- 
verse engineering a product to develop an alternative sourc- 
ing base, or testing, or in some cases prototyping a new prod- 
uct being developed by the Tier I vendor. 

R&D is a high-capability, high-margin and high-volume 
business. D&D is the opposite — low-capability, low-margin 
and low-volume. From D&D to R&D is a process of evolution. 
Firms in India are just about learning the ropes in D&D. 

Sona Koyo, for instance, has set up a small engineering de- 
sign and outsourcing company called 3S Solutions in Gur- 
gaon for its international clients. The company began with 
such elementary work as data entry three years ago. Today, it 
provides reverse engineering solutions. This involves creating 
a 3D digital image ofa component, analysing it, making a pro- 
totype and testing that. The work is typical of the D&D jobs 
that most international clients send our way. 

This is not an isolated example. Companies like Rico Auto 
and Sundram Fasteners, among others, have set up laborato- 
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“Our partners are asking us to 
do R&D for products that can 
help them.” 


SURINDER KAPUR, CMD, SONA KOYO 


ries that are equipped with the latest CAD/CAM/CAE soft- 
ware for reverse engineering, designing and testing parts. 
Even subsidiaries of global auto components makers go 
through the D&D grind. In Bangalore, the world's largest auto 
components maker Delphi has set up the Delphi Technical 
Centre to focus on embedded software for automobiles. But 
the centre is only slowly building capabilities for full product 
engineering. Initially, it did strict support work, like checking 
(not even testing!) against given guidelines. Today, based on 
customer requirements, it does analysis, design, coding and 
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AUTO COMPONENTS SURVEY DESIGN & DEVELOPMENT 


testing. But all for only one module ofa component. 

After support work, the next step in the evolution of D&D is 
making minor modifications to existing products that either 
result in new uses for the product or significant cost-cutting. 
Bangalore-based Motor Industries Company (Mico) devel- 
oped a high-pressure single cylinder pump for a European 
customer of its parent, Germany's 36-billion-euro engineer- 
ing company Bosch. Though Bosch did not handhold Mico by 
providing drawings, the product was derived from an existing 
product. Today, Mico has been designated Bosch’s global de- 


mre Lah AAA vviwuwawaywwaw wanna SAAN ASAA VOA AOI on en thse CORONA tomate 


velopment centre for single-cylinder, multi-cylinder and me- ` 
chanical rotary pumps. For the parent, it is simple economics | 


that prompted the move. 


In the domestic market, Sona Koyo eliminated an entire ` 


injection moulding operation in the Alto steering system. It 
also replaced four major plastic parts with sheet metal parts 


and brackets. The result? It has a steering system that is as ` 


strong as before but is cheaper and lighter by 15%. 

The next step is reverse engineering. Something that the 
$10-billion Dana Corporation has tried out very successfully 
in India. It used its partner Anand groups Pune-based Com- 
mercial Vehicles Systems Research Centre 
to add two new products — a self- 
steer axle and an air suspension — 
to its product portfolio. The 
products were developed over 
seven and nine months, re- 
spectively, against the 22 
months it takes in the US. Two 
patents have been filed in the 
US for a third product and 10 
more are in the pipeline. 

This is not to say that Indians 
are not trying to get into the big 
league. After 13 years in the global mar- 









ket, Bharat Forge is trying to crack the Tier I vendor game. | 


“There was a danger that we might get restricted to commod- 


ity products — low-end forgings and non-critical products. To | 
avoid that, we have been moving up the value chain. After the — 
early years, when we used to supply only rough forgings, we | 
have now started supplying machined tools,” says Amit ` 


Kalyani, vice-president and chief technology officer of the 
Pune-based Bharat Forge. 

It has most of the basics in place. It has indigenous design 
and development capability; its 1.20 lakh tonnes per annum 
plant at Pune is the largest single location forging plant in the 
world; its speed to market is just 3-4 weeks against global stan- 
dards of 6-12 months; and it has global clients like Toyota, 
Ford, Honda and Volvo. Bharat Forge has 50% of the US mar- 
ket for front axle beams for trucks. 


So how long before India gets into the more lucrative R&D ` 
game? To answer that, one needs to look at investments. | 


K. Mahesh, chairman and managing director, Sundaram 
Brake Linings, says: “Global Tier I players invest 5-7% of their 
turnover in R&D, but the Indian auto components industry 
average is 1%. R&D may be a huge cost, but international busi- 
ness is ruthless.” Given the fact that there’s a huge disparity in 
the resources of Indian and global auto components compa- 


nies, it's obvious why Indian firms are keener on D&D. a 


‘Caveat Vendi 


LET THE SELLER BEWARE 


FS exports of auto components rise, companies 
_ || need to be cautious. Issues of product liability and 
É “recall need to be understood, else exporters may 
be penalised millions of dollars a day ifan OEM's line 
stops due to a vendor problem or a product recall. 

Today, anyone injured by a ‘defective’ product can 
claim damages against any party in the distributive 
chain, be it the manufacturer, the wholesaler, the re- 
tailer or the maker of a component. These defects 
could be in design, manufacturing or marketing. 
Claims can be based on negligence, strict liability, or 
breach of implied or expressed warranties of fimess. 

The US laws are considered to be most stringent. In 
India, the basic principles of product liability come un- 
der the Consumer Protection Act, 1986. 

Most developed nations have a system of product 
recall. In the last two weeks alone, three major recalis 
have been reported. On 5 February Nissan Motor re- 
called 80,000 vehicles due to faulty bearing systerns 
and generator brackets. On 6 February GM recalled 1.8 
million cars to fix an electrical defect that could spark 
fires in the steering systems. And on 9 February it re- 
called 6,360,000 mid-sized SUVs after two crashes 
caused by defects in electronics that could short-circuit 
when water leaked into a wiper module. 

Such mistakes can be dear. In September 2002, 
Continental Tire North America recalled 595,000 tyres, 
which cost them $19 million. 

Most international buyers insist on suppliers taking 
product liability insurance coverage up to a stipulated 
limit. Others want to include stricter product recall 
clauses. Recently, European suppliers were up in arms 
against a new Ford agreement that allows the OEM 
broad access to the supplier's financial information, fa- 
cilities and intellectual property, and charges the sup- 
plier half of Ford's overall costs on a product recall. The 
document also allows Ford to charge up to three times 
the price it paid for the parts. 

To conclude, manufacturers/suppliers should in- 
troduce strict quality control measures to protect 
against defects in the design or manufacturing of their 
products, They should be careful with the terms ofcon- 
tract, in developing product warnings and promo- 
tional materials. In order to mitigate risk and provide 
additional protection against liability, they need to j 
tain product liability insurance. 2 
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With reports from Shivpriya Nanda, partner, and 
Abhilekh Verma, senior associate, of Delhi- based law 4 
firm J Sagar Associates. | 
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PLAYERS 
LEARNINGS 


Over 300 auto components firms are selling in the global 
market. But not one of them is of a scale that is significant 


Top 10 exporters 


Company x = 
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BHARAT FORGE 
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@ WO hundred and sixty-two members of the Auto- 


(Acma) contribute to Indias $1-billion (Rs 4,500 
crore) exports. Of this, the largest exporter, Bharat 
Forge, ships only $74 million, or Rs 341 crore (2003- 
—Ç | 04). Many non-Acma members export a couple of 
| crores es largely to the after-market in the Middle East and 
Africa. That's the state of India’s auto components industry — 
highly fragmented. And more than slightly unorganised. 

And itis unlikely to get less fragmented anytime soon. The 
more interesting stories in auto components exports today 
are being told by a host of new entrants to the game — not just 
the Bharat Forges and the Sundram Fasteners. 

Meet Arvind Kapur, managing director of the Rs 600-crore 
Gurgaon-based Rico Auto. He has optimism written all over 
himself. “This wave is better than the IT one,” he says. While 
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_ When it comes to best practices, Rico is considered to be in the 


motive Component Manufacturers Association u 


same league as Bharat Forge or Sona Koyo. That’s now. Earlier, 


_ Arvind chased General Motors (GM) for eight years before 


his peers sweat over the Thai FTA, Kapur is not flustered. “Ifthe — 


Thai (firms) are good, it will only make us do our job better.” 


bagging his first order to export engine-mounting brackets. 
Today things are different. Arvind says: “For the last year anda 
half, every week there's a sourcing or technical representative 
from Ford at our factory.” Rico has also signed a contract with 
Ford to supply components (a total of 15) for the upcoming 
models of Jaguar and Land Rover. That will start this year. 
Based on the new orders, in the next two years, exports will be 
20% of the turnover. Today, they are at 7%. Even as he chats on, 
Arvind’s mind is far away. He says, in an offhand manner: “We 
are looking at setting up base in the Czech Republic, Thailand 
or China to buy, manufacture or anything... whatever the op- 
portunity. We would want to supply to Ford and Delphi there.” 

Then there is Sona Koyo Steering Systems and its chair- 
man Surinder Kapur. Both household names in the auto cir- 


| cles. Yet, despite the aura, and over 50% marketshare in the do- 
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mestic market, they had little to show by way of presence in | 


the export market. But now the winds of change are blowing. 


Recently, Sona Koyo won a $35-million outsourcing contract | 


from Koyo against Koyos subsidiaries in Thailand, China and 


Brazil. The five-year-contract to supply manual steerings is for _ 


5% of Koyos US plant business (Sona’s targeting 10%). Besides 
that, the company has bagged another five-year, $10-million 
order from three clients — a European racing car manufac- 
turer, a Korean company and a US-based agri tractors pro- 


ducer. Surinder says: “We have already met 60% of our target | 
of Rs 100 crore export by2007.” He has upped his export target 


from 2% of turnover to 20% by 2007. 








| of the Chennai-based $152-million (Rs 700 
Both the Kapurs, as well as the rest of the new breed, are | 


AUTO COMPONENTS SURVEY EXPORTS 





different. They have the hunger. They have the drive. They 
have the passion. Some have even acquired plants abroad 
(See ‘Expanding Overseas’). This is a big step forward, as it 
helps the Indian manufacturers expand their client base. Take 
Bharat Forge. After acquiring Germany-based Carl Dan Ped- 
dinghaus GmBH, it has added marquee automakers like 
BMW, Volkswagen, Volvo, GM and Audi to its client list. 

But even if they are betting big — bigger than they did in 
the past — they still aren't dreaming big enough. 

The heartening fact is that the industry is moving up from 
sub-$10 million orders to $30 million-50 million orders. En- 
thused by this response, Acma has doubled its export target 
from $2.5 billion by 2010 to $5 billion. That's hardly surprising 
— the industry has grown at a compounded annual rate of 
27.5% in the last five years, despite a negative growth two years 
back (See ‘Can This Be Sustained?’). 

The disheartening fact is that even 
these orders are small by global stan- 
dards, where order sizes of less 
than $100 million are considered 
insignificant. 

Yet the optimism is infec- 
tious. What fuels it is the fact that 
there are many who are bidding 
for a share of the global pie. Col- 
lectively, they can make the $1-bil- 
lion figure grow. 

Like Babu L. Lakshman, chairman 







crore) Rane Group. His firms have bagged export orders worth 
$33 million to supply parts like engine valves and steering as- 
semblies to DaimlerChrysler in the US, Volkswagen in Europe, 
and Siapa and Iran Khodro in Iran, by 2005-06. 

Or Ashok Kapur, chairman of the Krishna group of compa- 
nies. One of his outfits, Krishna Maruti (KML), has been a loyal 
vendor to Maruti for almost a decade now. Dressed in factory 
uniform, Ashok, too, is an ordinary man. But, for the last 18 
months, he's been negotiating what would be an extraordi- 
nary deal. He is in the final stages of talks for a $50-million deal 
with a European carmaker to supply headrests. What's the size 
of the Krishna group? Just $53 million (Rs 250 crore). 

The problem is that even after betting the size of his entire 
group on this project, Ashok would still be addressing just 
0.5% of the total global requirement of the buyer. That's the 
level of inequality in scale between Indian and global players. 
The buyer wanted to place an order for 6 million of his 250 mil- 
lion units requirement for headrests. Ashok wants to commit 


“We are looking at setting up 
base in the Czech Republic, 
Thailand or China to buy, 
manufacture or anything.... 
We want to supply to Ford 
and Delphi from there.” 
ARVIND KAPUR, MD, RICO AUTO 
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tory — 


to 1.25 million initially. 

So while outsourcing opportunities are no 
doubt expanding, the size of orders, and the 
lack of scale, are issues of concern. Kayaba, the 
world’s biggest shock absorber maker, pro- 
duces 240 million units a year. Gabriel India, 
the country’s largest shock absorber maker, 
makes just 9 million. At KML, of the 20 requests 
for quotation received since August 2002, 10 
were rejected outright as they seemed colossal. 

Some in the new breed are trying to bridge 
the gap by aligning with global majors for tech- 
nology transfer. Only last year, the Gurgaon- 
based $120-million Omax Autos, which manu- 
factures sheet metal and welded products, got 
its first big export order from Delphi India. The 
order was to supply piston rods worth Rs 40 
crore. Back then, Omax did not have the know- 
how to make piston rods. Today “Delphi is clos- 
ing down its Dayton plant and moving produc- 
tion of transmission shafts to the prospective 
Omax plant in Bangalore,” says Naresh Tan- 
don, executive director (finance), Omax. 

From the same plant, Omax will supply 
parts to Suzuki in the US, and bar pins to the 
world’s largest damper assembly maker, the 
$3.5-billion Tenneco Automotive. Omax has 
also contracted with a star-studded client port- 
folio: Roulunds Braking in France, Suzuki and 
Honda in Japan, and Cummins in the US, among others. The 
new contracts will increase Omax’s exports from 3% of 
turnover today to 20% by 2007. Tandon says: “We expect to ex- 
port parts worth Rs 60 crore-84 crore by the end of next year 
from our new Bangalore facility alone (it has four more plants 
in Dharuhera, Gurgaon and Manesar). A few other export or- 
ders are under negotiation.” For a company that banked ona 
single domestic client, Hero Honda, for 75% of its business, 
this is a giant leap. 

Getting big orders and acquiring scale pose a typical 
chicken-and-egg situation. “Right now, we export compo- 
nents that do not require a high level of validation, like forg- 
ings and castings. But if we keep doing this, we'll remain Tier II 
and Tier III players forever,” says Ravi Khanna, managing di- 
rector, Delphi India. Firms need to decide whether they want 


Expanding overseas 


Company/plant 
Indian company acquired/set-up abroad 
AMTEK AUTO 


Smith Jones Inc. 
AMTEK AUTO 


GWK Group 
Carl Dan Peddinghaus GmBH* 


BHARAT FORGE 





SUNDRAM Dana Spicer Europe* 


FASTENERS 


SUNDRAM 
FASTENERS (Zhejiang) ** 


* Plant ** Plant set-up * Approximate 


Located in 


Germany 


UK 
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“We control our costs to such an 
extent that even if the market is 
down, we will survive.” 

ASHOK KAPUR, CHAIRMAN, KRISHNA MARUTI 


to be the back-office for global OEMs and Tier I suppliers, or 
be international Tier I vendors themselves. The movement up 
the value chain will follow once the scale is created. Which, in 
turn, will get created only once large export orders are bagged. 

But large orders don't fructify overnight. Global majors 
take suppliers through the grind before placing any significant 
volumes. Like his peers, Deep Kapuria, managing director of 
Hi-Tech Gears, has had along wait. “It’s like growing a bamboo 
tree. For three years (there is) nothing, and then something 
shoots up,” he says. Though Hi-Tech began supplying to Cum- 
mins five years back, it is only recently that Cummins has in- 
creased its sourcing requirements — it has doubled orders for 
gear supplies to Caterpillar. Exports, which are restricted to 
the UK at present, are likely to grow by 78% in 2004-05 on the 
back of orders from Cummins and Bosch Braking. Further, Hi- 
Tech's US partner, Getrag Gears, 
plans to divert some of its gear 
manufacturing to the Indian 
joint venture. 

Lack of scale still remains the 
biggest challenge that the indus- 
try needs to overcome. The dis- 
parity in volumes stems from 
one basic fact: the Indian auto 
components industry is just 
about one-sixth the size of the 
world’s largest auto components 
maker, the $28-billion Delphi 
Corporation. Getting there will 
take some doing. ai 
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If your business is shaping careers 


we have an exciting business deal for you 


inviting offers for setting up Colleges, Vocational 
institutes, Professional Colleges and Educational Institutes etc. 








and also for: 


e Centres for Performing Arts + Social & Cultural Centres ° Hospitals * Amusement/Liesure Complexes 
° Corporate Plazas/Office Complexes ° Other specialised institutions/commercial activities 








The city of the future, Greater Noida beckons you. 

A symbol of modern day planning, Greater Noida city is changing the definition of living with its landscaped environment dipped in greenery and 
international standard infrastructure. 

Itis fast becoming the most sought after destination, offering endless growth opportunities to visionaries who can spot them. 

Are you one of them? 











e Just 20 min. from Delhi via six-lane expressway and DND flyway * Privatised, reliable power distribution 
e 60-105 mtr. wide road network * Phone connectivity through optical fibre cables * Fast growing population 
Offering ample opportunities for business * Reputed schools and institutions. hospitals already operational 
e Green and pollution-free environment Allotment committee meets every week to speed up the allotment process 


GREATER 
s NOIDA « 
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Planned with an obsession 



































Goldmine 


Greater Noida Industrial Development Authority 


169, Chitvan Estate, Sector-Gamma, Greater Noida City, U.P Tel:(0120) 2326150-55 
Fax:(0120)2326334, Prefix : 95120 for direct dial from Delhi. E-mail:gnida@del2.vsnl.net.in, Visit us at www.greaternoida.com 






TERMS & CONDITIONS: Eligibility-Any individual/firm/trust/society or body corporate can apply. The applicant should be competent to contract. Competitive Plot Rates- 
Rates per sq.m range from Rs.540/- to Rs.2800/- depending on the institutional category and size of plot. Terms of Payment-Easy and attractive payment plan options exist at 
highly competitive interest rates, Technical offers shall be submitted in requisite format/form to the office of ‘The Officer on Special Duty, GNIDA’ . For further details please refer 
to scheme brochure or website www.greaternoida.com. How to apply: The brochure containing application form for Rs.500/- can be obtained from following branches of 
HDFC-G3/4, Surya Kiran Building, 19, K.G. Marg, Connaught Place, New Delhi, G28/29, Sector 18 Noida and Bank of Borada, Ganga Shopping Complex, Sector 29, Noida, 
Bank of Baroda, Extension Counter, Greater Noida Office Complex. 

You can also download the form from our website: wwworeaternoida.com (cost of form in that case shall be payable with registration money) 


















































Bas T's nota crisis yet. But it is a concern, nevertheless. After 


- to discover that there aren't enough Tier HI auto compo- 
nent vendors to support the growth of the industry. First, 
the downturn of 2001-02 eliminated the fringe players in 

s the industry. “Most of the Tier IH people got wiped outin 
‘he recession. So today, they are scared to invest,” says 
K. Mahesh, chairman and managing director, Sundaram 
Brake Linings. 

Then, the scorching rate of growth witnessed by automo- 
bile manufacturers in 2003 utilised all the excess capacity in 
the industry. And this has split the gap between Tier II and Tier 
Ill suppliers wide open, making the issue look even graver. 
But that is just one part of the story. Companies are grap- 
_ pling with poor quality of work from Tier HI vendors. A Tata 
- Motors manager, who has worked with suppliers for over 20 
years, says: “While we can depend on the Tier I suppliers most 
of the time, we have to be cautious when it comes to Tier III.” 
The quality they offer is inconsistent, he adds. 

Moreover, most companies operating in the murky depths 
of the auto components industry are not profes- 
sionally run. Nearly 60-70% of these are one- 
| man shows. “If the boss goes on leave, you have 
to deal with someone who has studied till the 
| 11th standard, speaks only his native tongue, 
and doesn’t know when the boss will be back,” 
says the Tata manager. 

Similarly, the country’s largest shock ab- 
sorber manufacturer, the Delhi-based Gabriel 
India, can’t find enough supplies of tubes for its 
shock absorbers from quality Tier III vendors. 
The shortage of critical components like these is 
forcing companies like Gabriel to consider des- 
perate measures like backward integration. Till 
about a year ago, the company could pick an or- 
der without worrying about where it would get 
castings or forgings from. Today, 
it can't. Castings capacity is very 
tight in select categories. 

However, backward integra- 
tion goes against the principles 
of super-specialisation, along 
which the global auto compo- 
nents industry is developing 
these days. For a Tier H player, 
backward integration is a waste- 
ful expenditure that blocks valu- 
able capital in areas that are not 
the company’s core compe- 








nearly a decade of oversupply, India Inc. isjust beginning | 


Tier Ill 
suppliers 
need to get 
their act 
together. 
Else the 
industry 
can’t keep 
growing fast 
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tence. If companies are forced to do the work ofa Tier IH man- 
ufacturer in-house, it would affect growth plans in their core 
business. “We may have to develop our captive supplies. I may 
be forced to go into the foundry business. In tubes, we may 
have to do that,” laments Anand group CEO C.S. Patel. 

Just think about it. Both Tier II and Tier ITI suppliers dont 
do much R&D — they simply make components according to 
the specifications companies give them. Such components 
can be sourced from anywhere in the world. And that makes 
these suppliers vulnerable. 

So could this blow up into a crisis? Maybe. Maybe not. The 
Free Trade Agreement India recently signed with Thailand 
(which calls itself the Detroit of Asia) is one silver lining on the 
horizon. Though the Thai auto parts industry is about the 
same size as India’s ($5 billion), its exports of nearly $2 billion 
are almost double those of India’s. Thai- 
land, being the biggest auto manufac- 











parts manufacturers who supply 
directly to 15 vehicle manufactur- 
ers and assemblers. 
Not only that, the 
country has an- 
other 1,000 Tier II 
and Tier HI players 
in areas such as cast- 
ing, forging, mould and 
dies, heat treatment, plas- 
tic and rubber. 

It is this lot of companies that Indian corpo- 
rates like Gabriel and Tata Motors can bank on 
to make up for the shortfall in the domestic 
market. Hence, zero-duty trade with Thailand is 
one window of opportunity for the industry to 
overcome this crisis. 

The other way, of course, is to help Tier IHH 
manufacturers the way original 
equipment manufacturers in 
India did in the 1990s, and 
groom them to globally accept- 
able quality standards. Despite 
being tedious, this is a more 
lasting solution to the problem. 

As most of the current gen- 
eration of auto parts makers in 
India would agree, it leads to the 
creation of a sustainable eco- 
system on which the future in- 
dustry can grow. w 
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THE Kofveghingly NEW INDICA V2 





EVEN MORE CAR PER CAR 


We all know it's only human to want more. Which is why we are pleased to introduce the New Indica V2. Refreshingly different, 
with everything from a sporty new look, stylish interiors, and more. A sleek fascia with a chrome-lined grill, 
clear lens illumination, muscled flares, flexible seating and electronic instrumentation with tacho, come as standard. 


Driven by a 1400 cc high performance petrol engine and a fuel-efficient diesel engine, even nature can't resist its fresh appeal. 
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ATA MOTORS Visit us at www.tatamotors.com For assistance or queries on our passenger Car range, call our toll-free number: 1600-225552. Accessories shown are not part of standard equipment 
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[Circulation figures | Business India | Business Today | Businessworld | 
| Top@metros T | 77,798 | 89,604 
[auina SS l | Ts 120,548 | 
*Fortnightly magazine x. a 3 : — 


Businessworld is India's number one business weekly. **As per the area breakdown statement A 
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According to the figures released by the Audit Bureau of Circulation, Businessworld Í | : 
has emerged as the fastest growing business magazine in the country, for the period | | 
January-June, 2003. Also Businessworld has the largest se —. for 
business magazines in the eight major metros*** ahead of Business Today by Hi 806 Í | 
copies and Business India by 38,894 copies. Just how that wich toa mars aman e — | 
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THAI FREE TRADE AGREEMENT __ 


AUTO COMPONENTS SURVEY THAI FTA 





THE AGITATION OF Auto ANcILLARIES 






á< HEN the prime minister went on one of his 
4 || jaunts to Bangkok, he occasioned a historic 


merce, placed his signature on an agree- 
ment. It goes by the impressive name of a 
Framework Agreement for Establishing Free 


dom of Thailand. Through this agreement, the two gov- 


competitiveness of their industries, recognised the role of 
businessmen in increasing their trade and investment, 
and nodded towards the World Trade Organization. With 
these preliminaries out of the way, they then agreed to ne- 


gotiated this agreement, they agreed to eliminate all im- 
port duties between the two countries by 2010 — a mere 
six years from now. And worse was to come: on 84 groups 


| terms, it should not face a disadvantage on account of fac- 
. _ tors that it could not control. 
| event. Arun Jaitley, his minister of com- ` 


Luckily we have a proactive government now. On 23 


_ January, it issued a notification reducing the duties on the 
| inputs of auto ancillaries to the Thai levels. With this, it re- 


— 5. _ moved the prime and most valid objection of the industry. 
Trade Area between the Republic of India and the King- | 


The bare levels of customs duty give a misleading idea 


_ of the level of protection. In addition, imports bear excise. 
ernments expressed their desire to strengthen the special ` 
bonds of friendship, desired to raise the international — 


In their case, excise is called countervailing duty (interna- 
tionally, countervailing duty is imposed to offset subsidies 


_ given by exporting countries; but we in India have to be 
_ different). The government has just removed another duty 
_ — the special additional duty — which was created to 
| make a complex duty structure more complicated. But 
gotiate a Free Trade Agreement. But even before they ne- : 


even then countervailing duty will double the level of pro- 


_ tection to the industry. As long as there 


_ is an import duty, countervailing 
_ duty will be charged. It may be 


of products, duties were to begin coming down on 1 March x 
this year itself; they were to be halved this year, reduced to | 
a quarter of the present level next year and eliminated in | 
two years. This arrangement, quaintly called the ‘early har- | 


vest scheme’, covered such items as rambutans, longans, 


lent excise duty. But as 


spiegeleisen and parts of seats, whether convertible into | 
beds or not. But it also encompassed Subheading 840991: ` 
Parts Suitable for Use Solely or Principally with Spark-Igni- | 


tion Internal Combustion Piston Engines. 

In other words, the import duty on auto ancillaries, 
which was then 30%, was to come down to 15% on 
1 March. This upset the auto ancillary industry, which 
protested to the commerce ministry. The disquiet was not 
explicable on the face of it. Here was an industry that was 
exporting substantial quantities, inhabited by companies 
which were being courted by vehicle manufacturers 
across the world. This industry included TVS and Rane 
Brakes, which had won Deming awards. Bharat Forge had 
just bought CDP of Germany, and was the second biggest 
auto forge plant in the world. Sundram Fasteners was ne- 
gotiating to buya plantin Britain from Dana Spicer. Ifthere 
was any industry that typified the enhanced competitive- 
ness of the Indian industry, it was auto ancillaries. The in- 
dustry had made a name for low-cost, high-volume pro- 
duction. Was this industry afraid of free competition from 
the Thai industry? 


However, the industry pointed to one valid reason for | 


disquiet: whereas it paid 30% import duty on its inputs, the 
Thai industry could import steel, aluminium, copper and 
plastics at 15% import duty. These did not necessarily ac- 


count for a high proportion of the industry's costs, but | 


even then the higher duty set the industry at a competitive 
disadvantage. If it was to compete with the Thais on equ 


t 


| 









argued that countervailing 
duty does not really pro- 
tect because the domestic 
industry bears an equiva- 


long as there is an import 
duty, the total duty is a 
multiple of it and counter- 
vailing duty. So for two years, 
the industry will receive a mod- 
icum of protection. 

Those two years give the industry the breathing space 
to prepare for competition. That competition will not af- 
fect the entire market of the industry. A substantial propor- 
tion of the industry's output is of spare parts for the repair 
of vehicles on the road. These are produced by hundreds of 
small firms; Indian spare parts are amongst the cheapest, 
though not the best in the world. In this segment the in- 
dustry need hardly fear competition. 

It is in the supplies to original equipment manufactur- 
ers (OEMs) that the industry will face Thai competition. 
And it will not be just price competition. Far more impor- 
tant are quality, consistency and scale. The OEM market is 
governed by long-term relationships and strict perfor- 
mance requirements. It is in these areas that the industry 
needs to strengthen itself in the next two years. Ifit does so, 
it will no longer be confined to the Indian market. It can 
hope to expand into the Thai market, and beyond it to the 
global market. Thai competition should be used by the in- 
dustry to raise its sights; if it does so, it can set its sights on 
far horizons. m: 


Ashok V. Desai is consultant editor, The Telegraph 
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_=~ AT atime when everyone is pre-occupied 
== with the backlash against outsourcing — 
which is mostly call centre work or bills and 
claims processing — Businessworld decided 
to focus on the future. To discuss how busi- 
ness process outsourcing (BPO) will evolve 
in the coming years, we brought together 
two CEOs, two captains of research and one 
leading venture capitalist at the Nasscom 
Summit in Mumbai on 5 February 2004. 
Alok Aggarwal is the founder and chair- 
= man of Evalueserve, a company that pro- 
-i vides high-value added patent-related ser- 
œm vices. Diana Farrell is the director of the 
== McKinsey Global Institute, whose study on 
I the economics of BPO has made headlines 
worldwide. John C. McCarthy is the group 
=E director of Forrester’s research efforts in 
== BPO. Abhay Havaldar is a principal with 
General Atlantic Partners, a worldwide pri- 
vate equity firm. Joseph Sigelman is co-CEO 
| of OfficeTiger, a professional services out- 
sourcing firm based in Chennai. The discus- 
sion was moderated by Tony Joseph, editor 


| most of the BPO work in the country today is in simple trans- 
_ action processing. | hope this roundtable will help us see be- 
_ yond the limitations of the present, and look into the future. 


i would like to ask John McCarthy, whose report on 3.3 mil- 


_ lion jobs shifting from the US to countries like India over the 
| next 11-15 years made headlines around the world; how do 
_ you see this trend gathering momentum in future? 

_ John McCarthy: If you look at these 3.3 million jobs, less than 
_ 500,000 are hardcore IT-related jobs. There are 525 services job 
_ categories that the US Department of Labour tracks, and 
_ roughly 250 of those will not be affected — hairdressers, secu- 
_ rity people, lawn mowers and so on, the jobs that have to be 
_ done locally, It is in the rest of the categories that there is going 
_ to be some offshore potential. And I think, obviously, the IT 
_ Stuff is very different from the call centre stuff. But I think you 
_ can see, in general, BPO moving from simple transaction pro- 
_ cessing into more niche-related work. When I think of the ar- 
_ eas that are interesting for India, it is the small niche vertical 
| markets. This is where the big boys, the IBMs, the EDSs, are 
_ still applying a big outsourcing mindset and I think they're go- 
_ ing to have a challenge with that. (Forrester defines things like 
_ environmental data reporting and chemical process control 
_ monitoring as niche, vertical processes - Ed.) India is growing 
| incrementally with the whole BPO thing and labour arbitrage 
_ which is driving it will continue to play out for a while. 

_ Tony: Which will be the bigger trend — the outsourcing itself 
_ spreading into more and more activities of the corporation or 
_ the global shift of the outsourced parts of the business? 

_ John: I think you are going to see the two actually going hand 
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_ inhand.... My sense after talking to vendors and users over the 


last 18 months is that nobody is talking about BPO without 
some offshore component. The client wants to know: what is 


_ your strategy for taking some of the work offshore? If you look 


: 
i 
i 
i 


at the BPO model two years ago, there were these large shared 


_ services re-engineering type deals, and it took three years to 
| deliver any savings. Now I can take a chunk of accounts 


_ payable, shift it to India or the Philippines or wherever, and see 


of BW. Excerpts from BW Roundtable No.VII. | 


Tony Joseph: Every once in a while, Businessworld brings to- 
gether industry leaders, policymakers and thought leaders to ` 
discuss topics of current significance. There has also been a | 
tradition of holding a BW Roundtable at the annual Nasscom | 
summit to focus on the IT industry. So this roundtable belongs | 
to two traditions. Welcome to all of you 
who are taking part in it. 

The topic before us is Global Out- 
S sourcing: Beyond Call Centres. The rea- 
son why we have chosen this topic is sim- 
ple. Globally, the outsourcing market is 
about $773 billion. Out of this, India’s 
share is about 0.46%, or $3.6 billion. The 
figures tell you that we are just at the be- 
ginning of a breathtaking phenomenon - 
much more of work will move offshore in 
the coming years, and a lot of that will 
come to India. New kinds of services, new 
kinds of business models will have to 
emerge if we want to make use of this op- 
portunity. This is a big challenge because 


savings in 6-9 months. 

Tony: Diana, your study on the benefits of BPO for all sides 
concerned has substantially influenced the debate on the 
topic. How do you see the future playing out? 

Diana Farrell: We have not developed our own estimates of 
what the actual number of jobs or the volume of dollars is in 
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this, but we do havea strong perspective on the shape it is tak- 
ing. What we are talking about here is not just an extension of 
the kind of things you see in the call centres, but a whole range 
of different business processes. But more profoundly, what we 
are seeing is an integration of large economies, like India and 
China, into global business sectors, and a pretty extensive de- 
segregation of the value chain of those sectors. 

We suggest this is the tip of the iceberg. There is a lot more 
to be done, and the challenge will be to move beyond labour 
arbitrage into real innovation. That will allow folks in India to 
specialise in a lot of things. A really good parallel is the con- 
sumer electronics sector and what's happening there — the 
desegregation has happened throughout the value chain, in 
all the things that have some business process or IT compo- 
nent. We expect this to be happening more. What Indian firms 
will get out of this will not depend entirely on labour cost arbi- 
trage, because there will be China and there will be other 
places which can offer that, but on the level of innovation. 
Tony: How far has the idea of companies focussing on their 
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F 
à 
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commercial success. Between 1920 and 1980 — the period 
that covers the First World War, the Second World War and the 
Cold War — the governments funded much of R&D, even 
though their funding was supposed to be for defence pur- 
poses. In reality, they were funding the commercialisation of 
R&D. That funding is now coming down, from about two- 
thirds of the overall funding to about one-third. Companies, 
therefore, have had to take on much of the work, and they are 
getting pushed to provide return on their investments very, 





| very quickly. So companies are looking at alternate ways of do- 


ing research, like funding universities and buying their intel- 
lectual property. P&G, for example, has a mandate that 50% of 
its R&D that will be commercialised will be developed from 
outside, and that’s where bases like Brazil, Russia, China and 
India become important. 

Tony: Outsourcing of R&D would happen mostly through 


| Captive units, wouldn't it, considering its strategic importance 


to the company? 

Alok: Quite the contrary. Very recently P&G bought a set of 
patents in the area of skincare. They were developed by four 
people who were in a small line somewhere, doing their own 
stuff. There is a whole network of inventors being found and 
that anyway, coming back to what John said, is the Internet at 


| work again. 


core business and outsourcing the rest come? How much | 
| you look for when funding a BPO company in India today? 


more room is there for it to grow? 

Diana: think this is just the very beginning. 

John: The impression we get is that with the Internet, there is 
greater transparency and lower margins than before. People 
need to specialise more. The Internet is both an enabler and 
catalyst of greater specialisation and outsourcing. 

Alok Aggarwal: There are other things that are driving this as 
well. If you look at what is happening in R&D, between 1860 
and 1920, it was individuals who were inventing, with a view to 





Tony: Abhay, as a venture capitalist, what kind of things do 


Abhay Havaldar: I think there are two dimensions being 
played out. One is the scale dimension, and here the easy one 
is the call centre, you know, where we have a simple form of 


| transaction processing. Then there is the dimension of the 


breadth of services that somebody in India is attempting to 
do. The breadth is quite dramatic. Everyday you wake up and 
you almost see a new category being born — I didn't know 
about the 525 figure that John mentioned. If you say 250 of 
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those have an offshore dimension, then 
we are probably much farther down 
there, than on the scale dimension. 
John: Remember that the 525 figure re- 
lates to job categories, not processes. 
Abhay: It’s probably a difficult thing to 
do to get the process right. But the 
breadth tells me that once you get it 
right, you got to have an offshore thing 
working alongside you if you have to 
scale it up. Because, finally, this is an ex- 
ecution plan and getting the execution 
right has to be as much part of the de- 
sign as getting the process right. And 
that is where I see a lot of promise in the 
breadth of either job categories or 
processes that are being attempted to 
be handled in an offshore manner. 
Tony: Joseph, your company was one of 
the earliest to try a different route to the 


JOHN C. McCARTHY 


“Now | can take a 
chunk of accounts 


to the Philippines, 


and see savings in 
6-9 months” 


ALOK AGGARWAL 


Founder and chairman, Evalueserve 





ABHAY HAVALDAR 


being created” 





Group director, Forrester Research 


payable, shift it to India or 


Principal, General Atlantic Partners 


“| asked Alok how much 
time he spends in India.... 
Because, as an entrepre- 
neur, he would spend time 
where he believes value is 


BPO market, not the call centre route. 
How has it worked out? 

Joseph Sigelman: From Day One we 
knew that we wanted to steer away from 


the mass processing call centre busi- | 


ness for a variety of reasons. First, we 
recognised the greatest strength of India 
is not just the number of people, not just 
its ability to put people into seats, it’s the 
skill level that exists here. Across the or- 
ganisation we have 1,350 graduates, and 
a number of Masters degrees, PhDs and 
so forth. And that’s something that you 
can't produce in other locations. I also 
think there’s a shift in terms of the way 
that businesses like OfficeTiger inte- 
grate with their clients. Today we are 
working with lawyers, bankers and con- 
sultants, and they cannot get their work 
done without a company like Of- 


“Companies have had 
to take on much of 
the (R&D) work, they 
have to provide return 
on investments very, 
very quickly” 
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ficeTiger supporting them 9,000 miles 
away. Once you have that sort of a rela- 
tionship developed, then you don't just 
have to be the ‘muscle’ any more, you 
can actually move into being a quarter, 
maybe even half, of the brain. 

Tony: Abhay, if you look at the models 
that are emerging now, you see compa- 
nies that are focussed on functions and 
processes, but also companies that are 
beginning to focus on verticals. What is 
your experience with the new entrants 
who are coming in now? What kind of 
models are you seeing? 

Abhay: The best way to articulate this is, 
individual entrepreneurs seem to go for 
differentiation and more organised 
players are trying to move toward differ- 
ent businesses, trying to do this with an 
entry scheme in mind. And so the chal- 
lenge that individual entrepreneurs 
have, as they pursue a vision on 
processes, is to figure out whether they 
have the right resources to go after that. I 
am not necessarily focussed on the cap- 
ital resources. It’s quite interesting, I 
asked Alok how much time he spends in 
India — that, to me, is an indication. A 
very simplistic model is, the more time 
Alok spends out there, the more I realise 
where he thinks the value of his busi- 
ness is, because as an entrepreneur, he 
would spend time where he believes 
value is being created. It would be quite 
interesting for you to pursue that line of 
thought and see where people start 
businesses, and how they spend their 
time, to understand the maturity of that 
particular business. 

Diana: That’s an interesting metric. 
Does it have a time-line component to it 
though? Because, you can imagine, as 
an entrepreneur you might put your 
time to different purposes over the life- 
cycle of a venture. At start-up, of course, 
you ve got to be out there, you've got to 
do it. But the question is, once you are in 
full operating mode, would that be a 
good metric? 

Alok: Mark and I — Mark is the co- 
founder of Evalueserve; he is from McK- 
insey — often discuss this. To answer 
your question, we spend six weeks in In- 
dia in a year. So we clearly think that the 
value creation that we bring to the table 
is in the US and Europe. I think over 
time, attention will shift to integration at 
the back-end, and so on. 

John: The point about where the value is 








created is an interesting one. In any new 
technology, the first wave is all about ap- 
plying it to the existing ways of doing 
business. So those who are offering BPO 
services today are going to be doing 
things much the same way as they have 
been done before. Only three to five 
years down the line will we see new 
models that use new technology, spe- 
cialisation and globalisation to dramati- 
cally restructure the way we work. 
Diana: To what degree this happens will 
depend on competition. That’s really 
the driver. Part of the reason why we 
have not seen as much in innovation as 
you would expect to see is this. Look at 
the returns, for most BPO businesses, 
its more than 25 %! When you are sitting 
on that kind of return, there is little in- 
centive to worry about how you will get 
another 10% or 20% out. So the question 
is: how quickly will we see the original 
players being forced into competition, 
and see them being driven this way? 
Alok: When we just started the com- 
pany, we went to an equity research 
company, a very large investment bank, 


HEMANT MISHRA 


| 
| 


and we told them ‘these are the things | 


we can do for you’. They said, ‘this is 


something we will never, ever offshore | 


to India, forget about it, this is so core to 
us. I still remember Mark and I coming 
down the elevator, blushing, thinking 
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level that exists here” 


being clearly focussed on rates, we are 
now focusing on services level agree- 
ments too. Then comes the more pro- 
active risk-reward type of innovation — 


_ you improve the process, and share in 


our business plan is dead. And this is 
_ willing to try these more innovative 


three or four months into the business. 
Then came Enron, and you saw a lot of 
busts are happening.... The same is hap- 


pening in R&D, because there is sucha | 
| trage, and then it can move into some- 
ments now. I think Diana is absolutely | 
right; it is competition that will drive the | 


strong emphasis on return on invest- 


move to the next level. 





John: Just wait till they put the screw to | 


the pharmaceutical companies. That's a 
cost structure which is going to come 
crumbling down over the next five years. 
The way the pharmaceutical industry 
does its business; it is just ripe for lever- 


aging expertise and restructuring of | 


R&D globally. 
Joseph: I have a few points on the effi- 


tracts being put in place that actually 
mandate price reductions: ‘This is what 
we are paying for it today, but this is 
what we want to pay for it six months, 
one month or two years down the line.’ 

John: I think there’s an evolution that 
people go through. On the IT side, from 


I 








results. This can happen only when the 
trust in the vendor has built up over 
time to a level where the customer is 


models. I think you will see these things 


_ playing out in BPO as well. The basic 


fuel that will drive BPO is labour arbi- 


thing that is based more on process re- 
engineering. I think it will take time. 

Abhay: Let me try and give you a slightly 
different perspective. In the 1980s, you 
had companies in the IT services sector 
saying ‘I will recruit only from the IIMs 
and IITs’. Then, it came to a level where 
they were willing to recruit from Delhi 
Engineering College, and then the 
RECs, and then it spread to many other 
engineering colleges and later to players 


_ like NIIT, Aptech and others. 
ciency issue. What I see now are con- | 


There are two things which went 
side by side. One is that the scale was 
changing dramatically, in terms of the 
number of people required to do some- 


| thing. But the element which nobody 
_ Teally focuses on is the ‘encapsulated or- 


“We recognised the great- 
est strength of India is not 
just the number of people, 
not its ability to put them 
into seats — it’s the skill 


“The question is: How 
quickly will we see the 
players being forced 
into competition, and 
see them being driven 
(by innovation)?” 








mance and the same level of service 
with a different level of people. 

I am raising it to a sociological ques- 
tion. Because in some ways this is the 
cultural empowering which you see in 
the Indian IT services sector which, as 
yet, the MNCs haven't quite focussed 
on. Everybody talks about whether Ac- 
centure will be able to recruit that 10,000 
people. I am sure that they will recruit 
10,000 people, there's a price at which 
they will do that, that’s not an issue. 


_ What is an issue was articulated very 


ganisational knowledge’, which allows | 


you to deliver the same kind of perfor- 


BUSINESSWORLD 41 23 FEBRUARY 2004 


well by Narayana Murthy of Infosys in 
an interview in McKinsey Quarterly, 
where he said the processes and ser- 
vices have to evolve — you've got to give 
time. The culture and process of the In- 
dian IT services industry has evolved 
over a significant period of time. The 
BPO sector is an Internet age phenome- 
non, and I don’t know whether it would 
take 12 months, 18 months or 20 years 
to evolve. This is not such a done deal as 
people present it. It is just evolving. 
Tony: I think that is a good point to end 
on — that this is not a done deal, that 
there's a lot of room the industry to 
evolve. It could look a lot different a few 
years down the line, in terms of leaders, 
business models and service offerings. 
Thank you to all for a very interesting 
discussion. La 
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N the early 1990s, when the first wave of 
liberalisation started, one of the early 
companies that felt the impact was 
Wipro. It was a leader in the domestic 





hardware business with a line of indige- — 


nous products. These products came from its 


R&D department, which consisted of about 80 | 


engineers. The group was an inward-looking, 
technology-focussed, cost centre. It was clear 
to me that with the advent of multinationals, it 
would not be possible to keep a group that 
could amortise the cost of a design based only 


on the strength of domestic offtake. It either 
| had to be repositioned to design for the world 
-or be closed down. The challenge, therefore, 


was to push it to become an outward-looking, 
customer-focussed, profit centre. 

It was easier said than done. As its first chief 
executive, I needed help. R&D folks have strong 
likes and dislikes, and it is not easy to get them 





to embrace anew way of doing things. This was — 


even more pronounced when you asked them 
to listen to business folks, who they usually look 
down upon as inferior life forms. I thought, 
therefore, of getting K.R.S. Murthy, who was 
then director at the Indian Institute of Manage- 


| ment-Bangalore. He, I figured, would be a non- 


threatening choice. In his understated manner, 


| he delivered a message that is alive in my mind 


even after a decade. Murthy asked the group to 


recall the names of the current and two previ- | 


ous Japanese prime ministers. No one knew 
their names. Murthy explained that it was a 


question most people could not answer, and ` 


that was of no surprise or consequence. On the 
other hand, he said, if anyone on the street is 
asked to recall the names of three Japanese 
companies, the response would be a flood of fa- 
miliar names. 


Therein lay the message. Gone are the days _ 


when political leadership was the icon of a na- 
tion. Today, a country’s pre-eminence in the 
comity of nations is directly related to how 
many institutions it has been able to build. 
Names like Sony, Matsushita, Honda, Epson 


subroto bagchi SS 


Building respect, 
brick by brick 








and Mitsubishi are not just companies any 
more. They are institutions. Building institu- 
tions is not an accident. It is a slow, laborious 
process. People must recognise it as a larger 
goal and relate to the over-arching vision. To- 
day, companies like Infosys, Ranbaxy, Jet Air- 
ways, The Taj Hotels, TVS and Wipro are no 
longer just places of business. These symbolise 
India’s achievements and aspirations. 

The typical Japanese work ethic is central to 
their institution building. The average Japanese 
worker goes to work for a career, no doubt. But 
they are also known to be acutely aware and 
proud that their work and output is linked to 
keeping Japan high in the esteem of the world. 
Japanese workers are known to have a mental 
sequence of what constitutes a priority. It is 
country first, company next and individual last. 
Contrast that concept with the way we have 
been brought up in the last 50-plus years of in- 
dependence. Our sequence is — myself first, 
my company next, and last comes my country. 
That pecking order is probably a legacy ofa sur- 
vivalist past, and, to some extent, the history of 
imperial rule. To go forward, we need a change 
in mindset. People who build institutions need 
to think in longer terms and make many per- 
sonal needs subservient to the larger process. 

Today, when an average Indian disembarks 
at any international airport, by default, his or 
her occupation is set as a software engineer. In- 
dia is synonymous with the knowledge indus- 
try. While going forward, India’s ability to con- 
solidate that position will depend on building 
companies of international stature. 

I heard a simple story long ago. Two men 
were laying bricks. A passer-by asked the first 
one: “What are you doing?” He said he was lay- 
ing bricks. Then he asked the second one. That 
man said: “I am building a temple.” Building a 
temple requires different perspectives of archi- 
tecture, structural strength and visual sensitiv- 
ity. Above all, it requires ‘oneness’ with a need 
that is very different from here and now, a need 
for personal survival and self-definition. i 
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depth _ 


VANITA KOHLI-KHANDEKAR 


T could be the beginning of a war. 
As the film industry got organised, it 
was bound to encroach on other 
forms of film making, advertising 
for one. The last three years have 


seen several feature film companies | 
making ad films. Aamir Khan Produc- | 
tions’ popular Coke ads were made by | 


Ashutosh Gowariker. Yash Raj Films has 
just wrapped up 20 commercials for 
Dabur Chyawanprash and Hajmola 
with Amitabh Bachchan. They were 
made by Arjun Sablok, who heads the 
swanky new Yash Raj Ad Cell. Sablok, al- 
ong with others, is eating into the cre- 


amier portions of the ad film making pie. | 


Irritation in advertising circles is 
showing. “All these guys are just looking 
for quick money. They treat ad films like 
a light-weight film,” says veteran ad 
filmmaker Prahlad Kakkar. His firm, 
Genesis, has seen some films for Pepsi 
move to Khan’s Dreamz Unlimited. Nor- 
mally, this would not matter because 
film companies do not yet have the ex- 
pertise or brand understanding that ad 
film guys possess. But there are now two 
reasons why ad filmmakers are worried. 

One, feature film companies are get- 
ting the more lucrative celebrity ad 
films. Of the estimated 2,000-3,000 ad 
films India makes a year, about 500 in- 
volve big budgets, brands and compa- 








| nies. Of these, just about 20-40 ads in- 





ds in the 
ig picture 


Why are feature film 
companies muscling 
in on ad film 

makers’ territory? 


| volve celebrities. The budgets for these 


are typically Rs 50 lakh-60 lakh, com- 
pared to the usual Rs 15 lakh-25 lakh for 
other big brand films. The reason film 


companies get more celebrity ads is be- | 


cause they have easier access to film 
stars, a huge draw in ad circles these 
days. So if you want to make an ad film 


with Amitabh Bachchan, Yash Raj Films | 
is likely to do it at far shorter notice than | 


a regular ad production house. For ex- 
ample, “Santosh Sivan (a feature film 
maker) did alot of the films forVideocon 
appliances because Shahrukh is com- 
fortable with him,” says Ravi Desh- 
pande, another ad film maker. 

Two, “we offer lower prices’, says Ar- 


ond ad spot is made with the same facili- 


ties and resources that churn out five | 
films a year. This helps stretch their fixed | 


costs over just one more small film. So 


they are able to charge prices that are at | 


least 25-30% less than a regular ad film 
company. Unless it cuts margins, no ad 
company can match that. 

Advertising guys are questioning 


film companies’ ability to deal with | 


brands. “They don't understand that the 
hero is the product shot,” says Kakkar. 
Sanjiv Sharma, an ad filmmaker and 


I 





partner in the TV software company | 
Optymystix, agrees that people moving ` 


from ad films to feature (or vice versa) | 





Ad power: Yash Raj Films’ movie, 
Mujhse Dosti Karoge, and its 
ad film for Dabur 
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ADVERTISING 


always think the other is easier. “When I 
came from advertising to TV, I was very 
cocky. But I soon realised that both the 
media are different, from the cuts used 
to the camera angles. What you are try- 
ing to achieve with an ad film is totally 
different from film,” he says. It's alesson 
he thinks most film makers haven't 
learnt yet. 

Not everyone agrees. “Feature film- 
makers bring a better understanding of 
the market, especially of the masses. A 
lot of ad film makers are stylised and 
westernised in their approach,” says Pra- 
soon Joshi. As national creative director 
for ad agency McCann Erickson, Joshi 


| has used film companies to good effect 
| before. His ‘Thanda matlab Coca-Cola’ 
jun Sablok. For Yash Raj Films, a 30-sec- | 
| Chyawanprash has also got a boost 


campaign repositioned Coke. Dabur 


thanks to the Bachchan campaign. 

In Europe and the United States, ad 
film makers usually come out of the fea- 
ture film fold. Most believe that the best 
ad guys come from films. In India, film 
makers have rarely ventured into the 
advertising world. Many decades back, 
B.R. Chopra had a monopoly over the 
Lux ads with film actresses. In the early 


| 1990s, Pepsi hired film makers Vidhu 
Vinod Chopra and Mukul Anand. Now 
that film companies have moved be- 
yond such small, polite forays, watch 
out for more fireworks. 
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Online pharmacy Medybiz switches to disease 
management to cash in on an emerging trend 


GINA S. KRISHNAN 





N the modern economy, 

counts is the ability to spot demand 

early and make good on it. That’s 

what the Bangalore-based Medybiz 
has done in the fast-growing segment of 
‘services around pharma. 

For a while now, multinational phar- 
maceutical companies in India have 
been offering services around select 


what | 


products to retain customers (See ‘Cus- | 
tomer Service is the Best Medicine, BW, | 
9 February). While these services have | 


spawned a posse of facilitators (dubbed 
disease management companies) in the 
West, the concept is new to India. 

But now Medybiz has identified this 
rising demand as its key business driver, 
emerging as one of the first disease 


Sanjeevani 
BOVEDD 


Senjeovani 


Survanarayanan: 
Tapping a niche 


dybiz’s core offering. But Suryana- 


_ rayanan and COO Partha Pratim Roy, 


another industry veteran, spotted the | 


` shifting industry trends early, and 


management companies in India. The 


company, which started in 2000 as an 
online pharmacy with some related ser- 
vices, is driven by the vision of pro- 


moter-CEO A. Suryanarayanan to be- | 


come the ‘Walgreens of India. 
(Walgreens is one of the largest pharma 
and personal care product retailers in 


the US.) Indeed, distribution is still Me- | 


The way to the top 


Most of the patient relationship 
management offerings currently 
available in India fit in near the bottom 
of the value pyramid 


ARPIT SHARMA 


tweaked the model to offer patient rela- 
tionship management (PRM). 


For now, Medybiz wants to be an in- | 


termediary with a patient focus — a ser- 


vice provider to pharma companies in | 
_ ond level, there's medication manage- 
| ment and help in co-ordinating with 
_ pathology laboratories. The third level is 


the high-value chronic diseases seg- 
ment. “We would introduce an alternate 
channel of distribution with a service 
wrap as the USP” says Suryanarayanan, 
who had worked on a paper titled Alter- 


nate channels of distribution using 


technology’ while at IIM-Bangalore. 


pany to evolve extensive disease man- 
agement programmes. Once such a 
programme is finalised, doctors are ap- 
proached for recommendations to pa- 
tients. The doctors usually oblige, as it 
doesn't cost the patient anything. 


team is made up of call centre execu- 
tives trained to offer support in se- 
lect disease categories. They re- 
spond to side-effect queries, and 


provide dietary, physiotherapy and | 


general counselling. The company 
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Medybiz works with a pharma com- | 


About 70% of Medybiz's 130-strong | 


depth ___PHINMA semmtés 


Prescription 
or change 


employs physiotherapists, dieticians, 
doctors and counsellors too. Also pro- 
vided on call are ambulance and labo- 
ratory services. 

Pharma companies have lapped up 
the offering. Apart from better patient 
retention in a market full of generics, 
they can now conduct post-marketing 
surveillance (Phase IV studies, not 
mandatory as yet in India) in a closely 
monitored user group and track 
switches to other brands. Ensuring 
compliance to a treatment regimen 
would mean better 
recovery, and thus, 
satisfied patients. 

In developed 
markets, it’s the in- 
surance companies 
or government in- 
surance program- 
mes that seek the 
services of managed 
care companies like 
McKesson, Kaiser 
Permanente, Amer- 
ican Healthways 
and FutureHealth. 
Programmes ` are 
structured at three levels — self-care 
support, care management and case 
management — according to the pa- 
tient’s requirement. Patients enrolled at 
the first level would receive basic educa- 
tional materials, group visits and one- 
on-one counselling. They would also be 
reminded of check-ups, and have their 
diet and exercises monitored. At the sec- 


NAMAS BHOJANI 


focussed on co-ordinating resources for 
patients in need of emergency services 
like ambulances and hospitalisation. 
But in India, where pharma multi- 
nationals have driven the change, the 
infrastructure support is still evolving. 


| To move up the value pyramid (See ‘The 


Way to the Top’), a company like Medy- 
biz would need clinical practice guide- 
lines, disease registries, and the relevant 
support groups, among other things. 
Some have already come up — norms 
for management of some diseases, can- 
cer registries (in some cities), third- 
party administrators, and more 
helplines and support groups. But to 
strike roots in India, disease manage- 
ment would need more nurturing. W 
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to use. But 
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still need 
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educated 
on how to 
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T’S been many years since the Nokia 
Communicator swept the gadget enthu- 
siast off his feet. That was a pricey piece 
of work, as were many of the ‘smart’ PDA 
phones that followed. However, they 
were either better phones than they were PDAs, 
or better PDAs than they were phones. And, to 
top it all, they were thought of as too smart for 





their own boots. Many users found them hard | 
to configure and use. There was no doubt that | 
these smart phones were snazzy, but the truth | 


was that everyone didn’t have it as easy as 


James Bond, and most features went unused. | 


As smart phones improve — and that’s what 
they are really doing now— the companies that 
make them have to convince people that these 
phones are now more affordable, way easier to 


use, and are getting closer to being that every- | 
| fine — but clarity suffers if the light isn’t opti- 


thing-in-one gadget everyone has been dream- 
ing and talking about. Email, multimedia mes- 
saging, interesting services from cellular 
providers, video and PDA functions — all are 


| built into a device that was meant to just take | 


and make phone calls. 


Three more smart phones have been re- | 


cently launched in India. The Siemens’ SX1 has 


an amazing set of capabilities for Rs 28,690, in- | 
cluding a camera that takes both still pictures of | 
480 x 680 pixel resolution and small 10-second | 


videos. You can even edit the still pictures a little 


bit on camera. There's an MP3 player, FM radio — 
that saves the frequencies you use (not that ` 


there are many to choose from) and a digital 
recorder. You need to get a memory card to 
store more music and recordings though. 
There's alot for the business user too. The SX1 is 


triband, WAP over GPRS, and connects to your | 


PC or notebook using a USB cable, infrared or 








phone is easy to use, except perhaps for its un- 
usual keypad with keys lining the left and right 
edges of the handset. Although the phone has a 
game that helps you get used to the new key- 
board, people who've been using standard key- 


| pads will find it tough adapting to this one. 


Nokia has a new phone in this category too. 
The 6600 has a biggish 2.1” colour screen. It has 
PDA capabilities and camera — again meant 
for both stills and 10-second video. The PDA 
runs on the Symbian 7.0 operating system and 


| has an XHTML browser and POP3 email sup- 





Bluetooth. This phone scores above others due | 


to its more advanced and easier synchronisa- _ 
tion with your PC to handle email, pictures, | 
| know several people whose PINs are 1234, who 


messages and music, among other things. Ob- 


viously, using the phone as a music player and | 


taking pictures eats up the battery, but, on an 





average, it lasts about two days. Overall, the | 


port, and allows you to switch between open 
apps. This triband phone has infrared and 
Bluetooth for connectivity. But you'll have to 
buy the data cable separately. The camera takes 
pictures of 640 x 480 pixel resolution and has a 
2x digital zoom. Pictures taken in daylight are 


mal. There’s an audio player too. Nokia's online 
shop has some nice bits of software that add to 
the phone's functionality —a Zip file opener, an 
e-book reader and a Word document viewer, 
among other things. 

Motorola has just launched the A760, a 
smart phone that uses Linux with Java software. 
It too has a camera, video capabilities, diary, 
email program, MP3 player, speakerphone, 
and even a colour touchscreen with stylus. The 
A760 can take on add-on programs because of 
the Java support. 

Smart phones are getting more refined and 
more adept at handling multiple functions 
simply and smoothly. But fancy launches for 
these feature-rich phones aren't enough. Mo- 
bile phone companies need to communicate 
and demonstrate more support and informa- 
tion to both potential and existing users. People 
haven't gotten around to using half the features 
on standard phones, let alone exploiting the 
amazing capabilities of the smart phones. I still 


haven't figured out predictive text, who'd like to 
get email on their mobiles or download a game 
or two if only it weren't so complicated. B: 
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CASE STUDY 


—— asas Sesame nameet PHELAN none eva. PRED Aaaama iq asa ana p Sr row AAA a payawan ia. 


Organisations decide what 
they want and the education 
System produces accordingly. 
But does real innovation 
need a different approach? 


MEERA SETH 

BHIRAM Chaudary stopped briefly out- 
side the looming structure of the Indian 
Institute of Management (IIM). Every year 
he came here to hire for Teffer India, 
where he was vice-president (HR). Today, 
he looked at the great institution with 
deep reverence and a prayer that his son 
Rohan, too, would some day graduate from these portals. But 
the truth was that his son had a com pletely different vision. 

Rohan did not think he needed a Masters in Business Ad- 
ministration (MBA); he did not think a life under a corporate 
collar was all there was to living. This belief came partly from 
his own displeasure at the tremendous pressure under which 
his father worked all these years. He argued that his dad, who 
was a terrific photographer, had wasted his life chasing a 
pointless dream. Rohan, therefore, would rather discover his 
dream first; the MBA, if at all, could wait. 

Rohan was a natural, but he still did not have that raging 
fire to go grab the world — a trait that the HR man in Abhi 
would have otherwise frowned at. He knew that life would not 
wait for Rohan; after all, he was managing so many careers. 

Abhi recalled what his professor of organisation theory 
had said 18 years ago. “Institutions want to widen your hori- 
zon, help you discover yourself. They use a broad range of sub- 
jects to allow you to soar for this discovery. But institutions 
also tend to draw you inward, towards its goals. This is because 
they are clearer about their objectives, whereas an individual 
is still discovering his goal. Organisations, with their re- 
sources, triumph over an individual, and the goals of an indi- 
vidual get subliminally subsumed by it. In the process, he may 
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lose focus on his priorities. And he senses this dissonance 
once he matures as a person. Then there is a strife between his 
true calling and the environment in which he finds himself.” 

Abhi knew that this strife got protracted once you were 
deeply ensconced in a company; there were no alternatives to 
step out and chase old dreams. At the end of a 14-hour day, 
chasing targets, what choice do you have? Watching Zee, 
CNN? At Teffer, they talked about allowing individuals to dis- 
cover who they are and the role they can make maximum con- 
tributions to. But that did not extend beyond a two-day work- 
shop, which managers opted for as a quasi holiday! The 
moment these workshops were over, the bonding experi- 
ences, the liberating experiences, were also over. Soon one 
went back to the things one had left behind, the mundane 
things that give one a sense of continuity and well-being: the 
emails, the pressures, the targets. And one week later, nobody 
recalled that they had had a liberating experience! 

How was it that generation after generation, this pattern 
was replicated? Where did the genesis lie? Then Abhi reasoned 
— you cant blame the organisations for this; they themselves 
are trying to discover their identity and true potential. They 
are asking, Are we in the right business? Should we be diversi- 
fying, upgrading and so on?’ Competition has taken over our 
lives, mused Abhi. But India had never been aco mpetitive so- 
ciety; we had neither attacked nor plundered a co untry. Then 
what had led to this? 
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courts and police stations are used to funnel power. Newspa- 


pers and TV are in the business of selling media products, not : 
informing. They are more concerned about not upsetting the ` 


people who pay or sponsor the space.” 


Competition was getting so ruthless — even the young ` 
saw it. This trend was taking people away from their natural | 
priorities. Let alone his daughter's sense of alienation, he him- _ 
self was startled by the recent BPO boom, where the best In- x 
dian minds were adding value to the US society! | can under- | 
stand slogging 14 hours a day, he thought, but is it growth ifall 
you can show for it is that you earned some money and lived | 
off it, but the economic gains were reaped elsewhere? So the — 
gap between what a company defined as matrix for efficiency | 


and what is recognised as the traditional measure has in- 


creased. Who knows what the next round of boom will lead to! 


_ NE ripple was leading to another — just reaction- 





tendency to associate intelligence with leadership. 


“So organisations want academic brilliance, so the HMs ` 


and IITs want the same, so colleges demand 90% marks for en- 


try and schools pummel kids to deliver 99%! Its one non-stop ` 
pressure belt! Bring that observation here... It is not that the x 
IITs or IIMs do something magical to people. They just doa _ 
great job of attracting the right minds and then put them ona ` 


structured path to glorious success!” 


Vineet Sinha argued: “What about those who missed get- ` 
ting into these institutes by a percentage? Examine the grass- _ 
roots level. What are our universities about? Teachers dont ` 
come; if they come, students don't go; if both come, teachers _ 
don't teach. By the time all falls into place, it's exam time. What 
is university life about? Ragging, elections, strikes, festivals, ex- u 


ams, then results. This has been the scene for 40 vears. Every- 


thing else is incidental. People studying lor botany, physics, u 
maths — they all sit for the IIM entrance exam. Why? Dont we ` 
know what to do with those skills? It tells you that our universi- _ 


ties are not encouraging students to pursue their dreams!” 


Abhi felt anxious. Did that mean Teffer’s future leaders did | 
not necessarily lie among the institute-bred scholars? That _ 
many potential chairmen and directors were lost in the debris | 


But his children’s impressions of India were so different! _ 
49] His older daughter had recently written a ‘middle for a news- x 
.g paper where she observed: “The industrial era spawned large _ 
@ institutions and we cling to them like fish and flora cling to the ` 
bottom of sunken ships. They find other uses for the metal and ` 

the wood; not to sail and move. Likewise, we are using the in- | 
stitutions that the British left behind very differently. The | 

_ our needs precisely. Every year is a knee-jerk reaction of the 


i led ripples, but nothing that is structured towards _ 
| capital growth, he felt. Last week, he had debated ` 

f this with his colleagues. Many of them had chil- ` 
dren the age of Rohan and they were each faced with varying u 
expressions of the future. But the common view was stated u 
succinctly by Ritesh Chawla: “We need a different kind of ` 
thinking, but our institutes and organisations are replicating | 
the same kind of skills, mindsets and moulds in which people — 
are built. Our educational institutions work on the old Aris- ` 
totelian principle that a society must identify its achievers, put — 
them on a pedestal and reward them when they deliver; that _ 
some people have to lead the society and you lay down the cri- x 
teria for how they are to be identified. Naturally, there will bea _ 


of institute rejects? Chawla said that this whole process of 
squeezing at school level to get the desired output at institutes 
was a process that organisations like Teffer encouraged. 
“Worse,” he now said, “we have created a template and they 
are producing leaders in accordance. But they are not produc- 
ing the leaders we need! They are supplying us with the kind of 
people we want! The reason is that we do not stop to define 


one before because year after year, Teffer makes the same kind 
of products through the same kind of managers we hire, who 
think of the same kind of strategy!” 

“It's not a simplistic demand-supply thing,” said Abhi. “To- 
day organisations have become all pervading entities, touch- 
ing all parts of your life — even your social and family lives 
more than they used to!” 

Ritesh didn't agree: “So organisations have also produced 
dull humans! That’s because, at a time when they should have 
let the employee be a complete person, they demanded that 
he be just an organisation person. After 20-30 years of 
replicating this behaviour, they found that such a 
person was incapable of contributing to a 
larger framework called society. So they had 
to put him back on the drawing board and 
examine his psyche as an individual, as a 
family man, and as a man with needs 
and aspirations. So, today, organisa- 
tions have family workshops to show 
this hasty concern for helping him 
sort out his domestic problems.” 

Abhi continued to counter: “But 
organisations are looking for ways to 
get more out of their employees be- 
cause that is what will drive success. 
The main realisation is that if people 
are your key assets, then get the best out 
of them.” 

Marketing man Noshir Dhondy also 
known as Endy, who had been silently chew- 
ing gum, said: “So we have come full circle. We 
now allow the individual to choose his develop- 
ment. It’s happening in other areas too. For instance, 
buying fruits and vegetables in a mandi. Shopping like that is 
very fulfilling because you have the satisfaction of buying 
what you want. After years of cloning, packaging, freezing, us- 
ing cold chains and shrink wrapping, today Wal-Mart puts its 
vegetables and fruits in a heap from which the consumer 
chooses. They have realised it’s time to let the consumer 
choose. Indian institutions — from academic to retail — have 
never evolved out of people's aspirations, but by copying tem- 
plates. That is exactly what we did: we handled our people like 
cattle and forced a yoke around their necks. And when we re- 
alised that they have become dull, we looked towards the West 
and replicated what they did. Instead, all we needed to do was 
stay individual-centric, but we didn't. So the disconnect. 

“The bottomline is: educational institutes should focus on 
the pursuit of learning without losing their achievement ori- 
entation, and organisations should focus on achievement 
with a learning orientation. If a serious dialogue between 
them is not happening, it’s because there is no money in it for 
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organisations and no motivation for institutions.” 

Abhi's mind went back to Rohan and the tightrope walk 
that the IIMs and organisations like Teffer demanded. Shud- 
dering, he said: “Truth is also that what the corporate world 
expects from an individual is not what our schools and col- 
leges train them for. That’s the feeling among the managers 
here whose kids are about to make career choices. They tell 
their kids, ‘You must get 99%’. I think we are entering a phase of 
panic anxiety. Those who are successful feel similar brightness 
must manifest in their children to make it in today’s cut-throat 
world. On the other side, on campuses, they look for academic ` 
greats only. While I admit it is true that the way you apply your- | 
self to work is also an indicator, it is possible that our educa- | 
tional system itself is fundamentally out of sync with individ- | 
ual needs. How then are we to unravel the true genius of every 
individual and identify this while hiring?” 

Endy said: “Do organisations even know whartthey wantin | 

a person? For instance, HR guys will tell you they want innov- 
ative thinking. But will a guy wearing a ponytail or one 
with body piercing be accepted at Teffer? That un- 
willingness to pay a price for ‘different’ is the 
killer. Itis like saying I want a brilliant daugh- 


Teffers of this world hire only from the x 
IITs and the IIMs, parents will push | 


that organisations ask for the same _ 
recipe year after year, unwilling to | 
redefine their needs and change the | 
template. So institutes produce the ` 
same stuff, and schools do likewise!” 
Ritesh, whose daughter was grad- 
uating this year, warmed up: “But | 
does Teffer get great managers out of it? 
Because, eventually, Teffer wants to | 
mould and shape the fellow!” 
“I think the problem is deeper,” said | 
Endy. “Tetfer does not trust its own judgement | 
and, thus, has not developed its own yardsticks. So | 
they use someone else's judgement of what is meant by | 
the ‘best’ (i.e., of the IITs or I[Ms!). But if organisations say, ‘we 
will only hire innovators and you, the IITs and IIMs, figure out 
a method to assess this’, only then will these institutes train for 
innovation.” | 

“Which means,” said Abhi, “as a country, we are not build- | 
ing managers, but a software that responds dependably in | 
given situations. Like to score 80% at IIT, you need 99% in the 
12th grade. But does that mean you can sell toothpaste ina 
toothless market? Which means the IITs and IIMs are not 
training for innovation, nor even looking for it!” 

“There is a bigger issue here,” said Vineet. “The problem is 
that the only goal corporates serve is to increase the so-called 
shareholder wealth. If that were so, would you want an inno- 
vation that creates, say, a pimple cream of which you need one _ 
drop every 10 days and which sells for Rs 5 per 100 ml?” 

“Sure,” said Ritesh, “if the shareholder-wealth mantra ` 
were true, would companies spend lakhs on furnishing the | 
managing director's (MD) house and installing fancy faucets?” | 


ter-in-law, but she must be subservient. | 
Contradictory, right? So as long as the | 


their kids to get there. The trouble is ` 





__ CASE STUDY 


Endy reached for more gum and said: “Which parent 
doesn't want her darling beta to have fancy faucets?” Annoyed, 
Abhi said: “Endy, be serious. Are we grooming our student 
population for national growth, or are we building more of the 
same kind, in effect creating a smail competitive class of 100 
students who will all vie for the same faucet? Because each of 
these perquisites come to be seen as a premium product’, 
which I must acquire for my son. And to do so, I will send him 
to X,Y or Z University, so that a multinational (MNC) will find 
him covetable enough to hire! In any case, the big companies 
hire only from these institutions!” 

Endy took another stick of gum and, tucking it into his 
mouth, he asked: “Listen boss, what do you think a mother 
wants? A Gandhi who frees the nation, or a chairman of oneof 
the big companies? So is your original question a non se- 
quitur?” Taking the pack of gum away, Abhi said: “No! How?” 

Endy replied incoherently between slurping and chewing: 
“You were complaining that the current system is producing 
cookie cutter output. But, as we just saw, if the market wants 
only cookies, why would a mother want her child to become a 
sausage?” Determined not to be teased, Abhi said: “So are we 
limited in our thinking, in our values? Are our horizons too 
narrow? The other way to look at this is: since we are produc- 
ing only cookies, people use cookies. But if we produced 
sausages too, those who want sausages will start using them!” 
Shaking his head Endy said: “ A mother’s horizon stops at what 
she can see from her child’s balcony! As a mother, | am not go- 
ing to be the first one to produce the sausage.” 


BHI began to understand: “So this is getting worse, 
right? First, we have colleges cutting cookies, then 
we have organisations cutting cookies, now we 
have parents cutting cookies... why were kids cre- 
ated?” Endy shook his whole self and said: “For the vansh. But 
if the vansh has to survive, first the kid has to, and in the world 
today, he has a better chance of surviving as a cookie!” Abhi 


| would not agree: “You know what? Those cookies that don't 


yield to the cutter go to other countries where they can be 
what they want!” 

Endy arched an eyebrow and said: “No! All that 90% of 
them do is exactly what they would have done here. Just be- 
cause you are using an electronic accelerator, instead of acen- 


_ trifuge machine doesn’t mean you are doing anything differ- 


ent! Those who go abroad do so to get the fancy faucet before 


_ becoming MD! My grandfather used to say there are people 


who chase glory on Earth, and there are those who say | will be 
good here so that when I reach Heaven, my life will be glori- 
ous. So both are hankering after the same thing — one for 
pleasure now, one for pleasure later. That’s all there is to it.” 
“So are we a cookie cutter nation?” asked Abhi. “Are we, 
thus, training our corporations, educational institutions and 
the people to become cookie cutters? How do we get organisa- 


, tions to look for real worth and use it sensibly, and not for an- 
_ other pimple cream?” 


Rolling his eyes in mock anger, Endy said: “Hey, you guys 


| stop poking fun at our pimple cream, okay.” Some expletives 


later, he said: “I think it’s a waste of time trying to get organisa- 
tions to look for real worth. To them if it sells, it’s real worth. 
The trick is to get the buyers to reject what is not real worth. A 
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la No Logo. Have you read it?” 


Ignoring his question, Abhi went on: “Organisations are _ 


made of people, Endy! Somewhere they have skidded and lost 
track of where they are headed. For example, take Teffer itself. 
How can we show our chairman that spending 25 years of 
one’s life trying to better pimple treatment is not the life we 
want our children to have? That Teffer needs to change the 
way it defines real worth.” 

Endy grew serious. “You are being naive,” he said. “Our 
chairman will change only if you can prove what you suggest 
is going to work better.” Equally serious, Abhi said: “I cant 
prove anything, but can't I raise a debate? For example, havent 
we said so far that the way we are hiring endorses or takes off 
on the way the IITs and IIMs enroll? That real innovativeness 
begs a different approach to the way we look at minds?” 

To this, Endy said: “Any MD would rather have the known 
mediocrity than the untested genius, who could as easily turn 
out to bea disaster. And an MD will sacrifice a potential upside 
to ensure he doesn't have a downside. That's how organisa- 
tions manage risk. It’s like trying to sell deodorants to people 
who dont think body odouris a problem, because they are still 
getting by fine!” 

They sat in silence for five minutes immersed in their own 
thoughts. Then Endy said: “Okay Abhi, I can see you have Ro- 
hans arguments in mind. Lets role-play. I'll be the chairman, 
you be Rohan. You tell me your thesis and I will respond. ” 





CASE STUDY 


And this is what transpired: 

Son: “Why do you hire people from the big institutions? 
What is special about them?” 

Chairman: “Because our experience is that people from 
these institutes have done better than others we hired at 
meeting our growth and profit goals.” 

Son: “How can you say what these men achieved for you is 
what you wanted them to?” 

Chairman: “We focus on growth and profit as our share- 
holder's interests are paramount. And the IM boys have deliv- 
ered this better than the others. So we know they do it better.” 

Son: “Dad, give me a chance and I will show you that I can 
also deliver. You think I am going to become dull in life be- 
cause I will go to some alley college, and the net result will be 
that I will not ever make an anti-pimple cream. For isn't that 
what your premium college managers end up doing?” 

Chairman: “First, we are not in the business of giving 
chances to untested entities. With the ITM chaps, we know 
what we are getting. Second, if I give them a chance, and they 
blow it, you know what happens? I lose my bonuses, and you 
lose your next trip to the US! Besides, who says there is any- 
thing wrong with selling pimple cream? That's what is paying 
for all the stuff we have, including the fancy faucet! One more 
thing son, because I make enough money selling pimple 
cream, I can send you to the US, so you will be fine in life! Any- 
way, you tell me, what do you want to do?” 

Son: “Dad, | am 18 and there are so many things I could do, 
but I am still figuring out what I should do. I know you would 
like me to be like you to some extent. And I asked myself if] re- 
ally want to lead your kind of life. Yes, I would like to be like 


_ you, but for that I have to get a 98-99% in the 12 th grade which 


is the only way one of those B-schools will take me. But tellme, 
what will a B-school give me that your organisation or any 
other organisation cannot teach me in two years?” 

Chairman: “A job in my company is what the MBA will as- 
sure you!” 

Son: “And how many of your managers actually use the 
stuff their MBAs taught them?” 

Chairman: “Look, we want to hire maybe 50 people a year. 
For which we get applications from 150 A-1 MBAs, 650 B-2 
MBAs and 6,500 non-MBAs. Why would we want to wade 
through all of them? Besides, we don't only want the MBA- 
learnt skills, we build on them. But it does help that they have 
a foundation.” 

Son: “Isn'ta university's foundation enough?” 

Chairman: “Possibly, but would you go to 65 shops to buya 
shirt if you knew that 10 had a fine selection? In a commercial 
organisation, risk reduction is the bigger issue than gain max- 
imisation which is why a company doesn’t want mavericks.” 

Son: “So should we try and keep to the path of least resis- 
tance? Anyway, then where do mavericks go?” 

Chairman: “Not the path of least resistance, but of man- 
ageable risk. And as for mavericks, they don’t go to MNCs... if 
they did, the MNCs would knock the maverick-ness out of 


| them! I think it’s a simple choice: you can be a me-too and be 


| 
| 


rich, or be different and have a great time, but settle for a sim- 
pler faucet! 


You can email Meera Seth at casestudymeera@yahoo.com. 
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` Waaa qpppipana Kumar 


neering and medical services were cov- 
eted. Now this list also includes man- 
agement and information and technol- 
ogy. But we,as a society, love to define 
the privileged ones and have narrowed 
down that definition to Indian Institute 
of Technology and Indian Institute of 
Management graduates. This helps 
fine-tune a system that produces the 
typecast professionals. 

None of these professions and their 
current paths lead to entrepreneurial 
activity. Most Indians desire the manag- 
ing director's post with ‘fancy faucets’ in 
their houses! This has a bearing on the 
entrepreneurial spirit that drives inno- 
vation, how paradigms change, passion 





Create 





number of people who take bold and 


have become a cookie-cutter nation, 
_ where the academia, parents, society 
and employers all have the same objec- 
tive — to produce a young generation 
that can work in companies which seek 
performance within set parameters. 
Sadly, the successful entrepreneurs 
do not promote this spirit in their com- 
panies, instead they follow the more 
classical corporate model that is full of 
privileged ‘cookies’. There are just too 
few successful examples for them to be 
an inspiration. The ability to emulate 
entrepreneurial success is difficult as it 
is not systemic. Also, our inherent ten- 
dency to avoid competition and a pref- 
erence for a protective and privileged 
space to perform in is difficult to do 
away with. It is competitive activity that 
forces us to focus on quality, innovation 


demand 


Preety Kumar is managing partner, 
Amrop International, a global executive 
search firm. 


INCE liberalisation, India’s 

GDP growth rate has been 

mostly between 4.5% and 6%. 

Though moderate, the growth 
has been sustainable and the overall im- 
pact on our economy positive. However, 
if the same performance is reviewed on 
a global scale, the scenario may start 
looking different. India’s share in the 
global export market continues to be 
just about 1-2%, where the real and dis- 
proportionate growth has been through 
IT services. 

Our total productivity factor has not 
shown signs of growth. International 
patenting output, which indicates 
technological and intellectual out- 
put, remains very low. This means 
that the factors which drive a na- 
tion to compete globally are not in 
place. At this stage, cost arbitrage 
is our key driver. What we need is 
value building and long-term 
global competition drivers. 
Clearly, as a country, we still need 
to figure out our ‘unique value 
proposition’ for sustained growth. 

This brings to the table the funda- 
mental issue of lack of support to entre- 
preneurial activity in India. Until the last 
decade, only a few professions like engi- 
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and commitment to work, and the | 


unprecedented risks. No wonder, we | 





and customer orientation, and hence 
there is no demand for a different kind 
of performance and people. 

Another important point is that the 
core value around pride of work is miss- 
ing in our society. The overall tendency 
to look down on certain professions like 
teaching makes these jobs lowly paid. 
Consequently, this attitude dilutes the 
quality of talent that these professions 
attract. It blocks the broadbasing of the 
employment market, so the freedom of 
choice an individual may have in seek- 
ing a profession according to his inter- 
ests is also restricted. For example, how 
many car racing teenagers actually get 
to become car rallying professionals? I 
have seen some of them become engi- 
neers — a diametrically opposite career 
path! Lately, sporting and acting careers 
have become attractive money wise, but 
the path to be successful in these profes- 
sions is still so obscure and unstruc- 
tured that most parents do not want to 
risk their child’s future. 

Finally, at the national level, we have 
to deploy clear measures to improve our 
competitiveness in the global markets. 
These measures could include the para- 
meters of total productivity, innovation, 
quality, design and technology deploy- 
ment, among other things. We must, as 
a nation, focus on building our capacity 
to innovate by nurturing entrepreneur- 
ial spirit. This capacity to innovate will 
lead to productivity enhancement at 
the national level, driving our economic 
and corporate framework to behave dif- 
ferently and, hence, demand a different 
kind of output. 

We hope that this new demand pat- 
tern would have a cascading effect on 
society, producing a different kind of tal- 
ent or deploy different measures to 

identify real talent (as opposed to the 
current measures, which are purely 
intellect-based). 

All these measures will lead to 
an overall national prosperity that 
will reflect in a higher real GDP 
per capita. This will enhance 
prosperity across different profes- 

sions and broadbase the ‘haves’ in 
our society, which has more ‘have 
nots’ today. I strongly believe that the 
pressure has to be top-down and eco- 
nomics-led. The bottom-up agenda, 
purely social, is definitely more difficult 
and more challenging. ist 
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HE central question seems to be 

whether we, as parents, re- 

cruiters, teachers and members 

of society, discourage the youn- 
ger generation from being different. Do 
we punish them for breaking out of the 
straightjacket that we have created for 
them? Therefore, are we responsible for 
creating a generation ofyounger clones, 
where the majority will never realise 
their true potential because it lies in ar- 
eas which we do not have the wisdom to 
see and the ability to put it to good use? 
Do we believe that anything that lies 
outside our pre-conceived cookie-cut- 
ter shapes cannot be of any use? 

It is true that every part of the 
system prefers the safety of the 
tried and tested ingredients ofsuc- 
cess — good grades, institutions 
that attract talent, careers that 
guarantee social standing and 
material goodies. But, at the same 
time, it is also true that every part 
of the system is somewhat uncom- 
fortable with the fact that we have a 
low appetite for risking anything out- 
side of the known formula. 

However, I do believe that the frame- 
work of psychologist Abraham Maslow’s 








hierarchy of needs applies to societies 
and countries also. It says that the basic | 
needs must be met first before the 
growth or other higher order needs are 
met. Basic needs are physiological 
needs, safety needs, belongingness 
needs and esteem needs (it is the feeling 


of moving up in the world, wanting | 
recognition and having few doubts ` 


about oneself). Higher order needs are 
cognitive needs (like learning for the 
purpose of learning alone), aesthetic 





needs (at peace, more curious about the | 


inner working of things), self actualisa- 
tion needs (knowing exactly who you 
are, where you are going and what you 
want to accomplish — a state of well- 


vertisements and they tell you where 
the shifts have occurred! 

The good news is also that the 
younger generations idea of what fulfils 
their esteem needs has become wider, 
while the views of their parents’ genera- 
tion have not. My friend's daughter feels 
that her esteem needs will be met by 
studying at the Film and Television In- 
stitute of India at Pune or at National In- 
stitute of Fashion Technology, while her 
parents cannot look beyond an IIM or 
an IIT. It brings me to the next point. 
There is a huge demand-supply gap in 
high-quality institutions that fulfil the 


| basic requirements of a sensible mod- 


being), and, finally, self-transcendence | 


(visionary intuition, altruism and so 
on). Indian society is still in that phase 
where fulfilling the basic needs is its top- 
most priority. Esteem is an important 
need for those of us who have had the 


needs taken care of. 


Now what are the sources of esteem ` 
in the context we are discussing? The 
good news is that the number of career | 


ern curriculum, teachers with talent 
and commitment, and rigour and 
process of pedagogy. That’s why organi- 
sations hunt for talent in few places. 
That’s why everyone wants to go to 
these few places — the rest offer little 


| quality, and, consequently, fewer bene- 
physiological, safety and belonging | 
| growth and learning. You can count 





types that can boost your esteem willin- | 
crease as our economy develops. It has | 


gone beyond engineering, medical ser- 
vices, law and administration to en- 


compass many more areas like hotel | 
| the fact that there are very few avenues 
| to basic quality education and even 


management, psychological coun- 
selling, and media and entertainment. 
Entrepreneurship was not very high on 
the esteem list when I was growing up, 


but the situation now is different. Today | 
owning a business is considered a status | 
| will help add value to our children’s edu- 


symbol. Just track the matrimonial ad- 
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fits in terms of placement, personal 


them on your fingers — under 20 engi- 
neering colleges, the same number of 
medical colleges, very few undergradu- 
ate colleges and business schools, and a 
smattering of design and architecture 
schools and institutes specialising in so- 
cial sciences. 

So, it’s not about cloning. It is about 


fewer avenues to excellence. If we man- 
age to get at least 50 high-quality institu- 
tions that offer 20 diversified subjects, 
with a minimum of 1,000 seats each, it 


cation. It will also help change the whole 
scenario. There will be more outlets for 
the younger generation to fulfil its po- 
tential, and, consequently, more par- 
ents who are comfortable with their 
kids’ ‘different’ professions. And or- 
ganisations will be willing to fish in 
many more talent ponds when 
they recruit. 

Organisations have to define 
the kind of competencies they are 
looking for and their level of re- 
finement. Then they should draw 

up a map of the places where they 
can find such people. Producing 
such a map means assessing all the 
sources of supply, rather than relying on 
labels and track records of alumni as the 
only basis of assessment. . 


vogue 


EVER underestimate the im- 


piece of flesh. It matters if you 
are going to jail, receiving ra- 
tions, or late to work. It mat- 





ple, trading in the market or flying to the 
US. The minute ridges of skin that make 


ters while going to the tem- | 


portance of a one-millimeter _ 





up your fingerprint are set to be among | 
your most precious possessions. Bio- | 
metric solutions are entering public life. | 


Biometrics is the science of identify- 
ing a person using some unique physi- 
cal characteristic. There are five basic 
ways to identify humans through bio- 
metric technology: fingerprint, voice- 
print, retina/iris scan, hand geometry 


and facial recognition. Of these, the fin- | 











gerprint is the most popular. It’s easy to — 
use and reliable, with an average accu- | 


racy of 98%. 


Of course, there are many things | 


that could reduce the accuracy of a 
print. Like a hand covered in dust. Or oil. 
Or sandalwood. That's what Bartronics 


was up against when it developed the | 


largest biometric system in the world for 
the temples of Tirupati and Tirumala. 


With roughly 4,000 pilgrims arriving | 


daily, and over one lakh during festivals, 
they had to develop a system of crowd 


control that could take on the numbers | 


— and the puja powder. 

Tirupati Tirumala Devasthanam 
(the organisation that runs the temples) 
first worked with Bartronics four years 
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ago to help pilgrims avoid waiting all 
day for their chance to enter. “When I 
visit the temple, I’m not sure when I will 
see the Lord,” says Bhanu Prakash, vice- 
president (operations and projects) of 
Bartronics. They initially developed a 
system of bar codes on taffeta wrist- 
bands. But these were hard to stock, the 
waste was not biodegradable, and they 
suspected people were selling bands 
with better timings. A biometric system 
with touchless fingerprint scanning be- 
came the answer to their prayers. 
Though the high-tech security and 


access restriction that biometric solu- 


tions provide may seem a strange brew 


_ when mixed with religion, itisa sign that 


the technology is moving beyond top- 


A fingerprint 
or the future 
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secret places like military installations. 
The biometrics market in India has 
moved up from about $1 million three 
years ago to $2.5-million-3 million in 
2003, Indeed, biometrics is now crop- 
ping up in.all sorts of unlikely areas’ 
\Chandrababnu Naidu’s government 
| imAndhra Pradesh uses biometricsand 


\\ smart cards for security. Various staté,. 
‘police and city offices in Maharashtra, 


` Andhra Pradesh and Karnataka usefin- 


gerprint clock-in systems for-workers, | 


which'ensures-both accurate payche- 
ques and punctual employees” The UN 
Refugee Association recently hauled an 
iris scanner to Pakistan.to prevent locals 
posing as Afghan refugees from receiv- 
ing aid disbursements. Kerala issued 
fingerprint-enabled ration cards. And 
the Securities and Exchange Board of 
India (Sebi) recently created a central 
market database called Mapin. Sebi re- 


quires biometric information (among | 


other things) from any market interme- 
diary in order to monitor market trans- 
actions and provide transparency. The 
database will eventually cover everyone 
involved, including retail investors. 

But perhaps the most far-reaching 
use of biometrics in India will start in the 
next few weeks, The Indian Census, with 
the support of the Central government, 
will roll out its National ID Card pilot 
programme in 13 districts of 13 states. 
The mundane information, like name, 
date of birth, etc., has already been col- 
lected from the pilot's three million par- 
ticipants. Now each village in the 13 dis- 
tricts will be visited by a fingerprint 





| boost to the IT sector as a whole”. Bar 
| tronics’ Prakash says the industry is ex- 


pecting a windfall from the national ID 
plan. “Everybody (in the biometrics 


| business) is trying to get contracts and 





scanner and a camera for picture identi- | 
| the core technology. And while the US, 


fication. The fingerprint data will be en- 
coded in smart cards, which will serve as 
permanent national IDs. 

“We are making this facility available 
to people at their doorsteps, literally,” 
says J.K. Banthia, Census commissioner 
and registrar general. Census employ- 
ees will knock on doors and get people 
to registration facilities, which will fin- 





gerprint about 150 persons a day. They | 


hope to put an ID that will be linked to | 


all government databases — pensions, 
healthcare, rations, land records et al — 
in the hands of every Indian. 


Having such a card would not only | 


make governance easier, it would also 
lift the domestic biometric industry. 
Though Banthia does not discuss costs, 
he believes the project will be “a big 


| sources for most core technol- 


_ Korea are also starting to man- 


| Biometrics At Your Desktop? 


tie up with companies abroad,” he says. 


Domestic companies need to have | 
| good contacts abroad, as no onein India 


is capable of producing the core tech- 
nology — the scanning apparatus — 
yet. This is because it requires huge in- 
vestments and specialist expertise. 
Dheeraj Kumar of BioEnable, an Indian 
firm that develops and manufactures 
non-core hardware and software for 
biometric systems, says: “There are 
some things which we need, and we 


| Weave the system around them.” Mum- 
bai-based biometrics firm Jaypeetexhas | 


tied up with US-based Bioscript to get 
Europe and Japan are still the 
ogy, companies in Taiwan and 


ufacture the technology. 








In 2000, Frost & Sullivan found 
the size of the Indian biomet- 
rics market was just 6% of the 
total electronic access control 
(EAC) market then. But it was 
also projected as the fastest 
growing EAC market segment: 
Frost & Sullivan expected it to 
touch $2.5 million-3 million by 
end 2003. That figure, say in- 
dustry folk, has been reached. 
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Biometrics 
technology 
moves from 
top-secret 
spheres to 
temples, 
laptops and 
beyond. 


By Erica Lee Nelson 


BIOMETRICS 








About 20 companies are involved in bio- 
metrics in India now. Though the mar- 
ket is still very open, companies like 


Jaypeetex, Datamatics, Zicom and 
Johnson Controls are leaders. 

In the rest of the world, the market is 
rising, but isn’t reaching any lofty 
heights. There is no identifiable leader; 
the main players are NEC, Infineon, Fu- 
jitsu MicroElectornics, Atmel and Irid- 
ian, to name a few. According to Acuity 
Market Intelligence, a US company that 
publishes regular biometrics reports, 
the post 9/11 projections for the indus- 
try were overblown. Having set global 
revenues targets between $500 million 
and $1 billion by 2003 for the core bio- 
metrics technology (which accounts for 
around one-fourth of the entire biomet- 
ries market), the actual 2003 numbers 
were just $240 million-400 million. One 






R.A. CHANDROO 





Tami Chappell / REUTERS 


reason for the lag is that pro-privacy 
groups have lobbied hard against the 
use of biometrics in public spheres. An- 
other was the technology’s high cost. 

But now, costs are coming down 
world-wide. When Girish Podar started 
Jaypeetex back in 1994, he sold finger- 
print scanning devices for over Rs 2 
lakh. Now, he sells working devices with 
fingerprint scanners for Rs 25,000. This 
price includes an intelligent processor, 
memory — the works. Also, the 100%- 
plus tax on imported technology is 
down to around 30%. Face and iris scan- 
ners are still expensive, with prices 
above Rs 1 lakh. 

Iris recognition is expensive and in- 





convenient, but it’s the most accurate, | 
| much information about people as pos- 


measuring more than 250 distinct fea- 
tures. Fingerprint scanning captures 
40-60. Finger scanning has several 
methods such as optical, ultrasound 
and silicon sensors, which work in dif- 
ferent ways. Atmel's silicon sensor chip, 
for example, measures temperature dif- 
ferences between ridges of the fingertip. 

Though higher growth is expected in 
the physical security sector, like at air- 
ports and offices, the logical security 





sector is expected to follow. Personal | 
biometric product prices are down, and | 


more fingerprint scanners are being 
added to keyboards, mice and mobile 
phones for those who seek extra secu- 


| 


rity. Some experts say that some predict 
the technology will be included in every | 
PC shipped out after 2005. A stand- 
alone personal biometric solution 
made and sold in the US costs $120. A 


personal iris scanner costs $250. 


Brave New World 
Police have used fingerprints to track 


the bad guys for a century, but what | 
happens to data collected from lawful | 


citizens? In the US, new immigration 
laws require foreigners who enter the 
country to get a fingerprint scan. It’s part 
of the work of the Department of Home- 
land Security, which recently awarded a 
$10-million contract for the technology. 

The department wants to collect as 


sible, and use computer algorithms and 





BIOMETRICS 





up, but are hesitant to talk about 
them in detail. Instead, they talk 
of the benefits. 

Census commissioner Ban- 
thia says: “Obviously, security 
will be one of the issues, but not 
the theme.” V.R. Narasimhan, 
the senior vice-president of the 
National Securities Depository 
(which is implementing Mapin 
for Sebi), says: “The system can 
be used for different purposes, 
depending upon the users 
imagination.” However, he 
wants to wait and see the Mapin 
system in place and working be- 
fore he starts looking at any 
other uses. 

Both men stress that the 
technology would actually im- 
prove personal security by 
tracking and preventing fraud, 
both in the markets and in the 
government sphere. “It should 
make life easy for the people.... 
The interaction should be made trans- 
parent,” Banthia says. Narasimhan 
hopes that Mapin can curb illegal activi- 
ties. The database would contain com- 
prehensive information of market par- 
ticipants, which would be available 


| online for anyone interested in check- 


ing out their intermediaries before they 
enter into transactions. 

Jaypeetex’s Podar sees the potential 
for privacy problems on the horizon, 


| though he thinks there are none at pre- 





human analysis to detect potential | 


criminal or terrorist activity. Biometric 
technology has been proposed (some 
claim it is already being used) to identify 
and track individuals from a distance 
through technologies like face recogni- 


tion or gait recognition. Some members | 


of the international community, as well 
as many US citizens, feel these pro- 
grammes invade privacy. 

In India, biometric technology has 
not created a stir yet. Officials acknowl- 
edge the technology's uses in security 
and the privacy issues they could throw 
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sent. “For all applications, other than 
the really large ones, we do not store fin- 
gerprint images. We create simple ASCII 
files from the images and then discard 
the images.” 

Then, there is the fear that the tech- 
nology, especially fingerprinting, is not 
unbeatable. European papers reported 
that two German hackers have said they 
developed a technique using latex fin- 
gertip patches to defeat scanners with- 
out being detected by security cameras. 
Also, Japanese students say they can 
dupe some scanners using gelatin fin- 
ger moulds, known as ‘gummy fingers’. 

Yet the world is full of true believers 
like Podar, who sees biometrics chang- 
ing the future. “If you are looking for a 
positive identification or verification of 
persons, this is the best technology,” he 
says. “God has given it to us for free, we 
just need to work on it.” m 
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The hird Law of Levering ` 


When work approaches play, more work happens. 
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YOUR DREAMS. OUR COMMITMENT 


Co- Sponsor: 





it's no secret. People are your greatest asset. And managing them is the singile most 
important task, to building a great organisation. 

Robert Levering demonstrates this fact, in the Great Place to Work® Seminar. 
As co-founder of the Great Place to Work® Institute Inc., he has been the driving force 
behind the study, which is now conducted in more than twenty countries worldwide 
and the results are featured in leading publications like the Fortune Magazine and the 
Financial Times. He has identified, celebrated and created great workplaces, globally. 

The Great Place to Work® survey was conducted for the first time in India Dy 
row Talent Company Ltd. and Great Place to Work® Institute Inc, in partnership with Businessworld, 


Robert Levering 







t recognised and applauded India's best workplaces. The seminar goes a step further and creates a forum for 
hese great employers to share their experiences, practices, techniques and little initiatives that keep their 
veople productive, stress-free and off future job-hunts. 


-ook at it as an investment that makes your workplace, also a great place to work® in. 
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Key Note Speakers 

Robert Levering ~ Co-Founder, Great Place to Work? 
institute inc. 

Anil Sachdev — Founder, Grow Talent Company Ltd. 
Tony Joseph — Editor, Businessworld 


Guest Speakers 
Business leaders of India's largest corporates 


“Worldwide Experience: Great Place to Work® 


«Indian Experience: Great Place to Work® 
*Best Practices shared by winners of the 2003 survey 


Mumbai: j&) Consumer Products, Godrej Consumer Products, 
Birla Sunlife insurance, Cadbury India, Marico Industries, Aditya 
Birla Group, BPCL and Jindai Iron & Steel Company 
Bangalore: Texas Instruments (India), Philips Software Centre, 
Tata Teleservices, Ernst & Young SSL Division, infosys Technologies, 
Dr. Reddy's Laboratories, Wipro and Tamil Nadu 

Newsprint & Paper 

New Delhi: Eli Lilly & Company (india), Wipro Spectramind, 
Aviva Life Insurance, NIT, Hughes Software Systems, Max New 
York Life Insurance and Anand Group 
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*Strategic HR for a competitive edge: A business case from 
Empower Works Limited 


Panel Discussion 
Building the essential toolkit for a great place to work? 


Great Place to Work’ Survey 2004 - Kick Off 


Award Ceremony 
The winners of the 2003 survey will be felicitated at a grand 
award ceremony. The function will be followed by cocktails. 


Who should attend? 
CEOs, Senior HR Professionals, Functional Heads 


Timings 
9,30a.m. - 7.30p.m. 


Delegate Fee 
Single delegate: Rs 7000/- 
Group of three or more: Rs 5000/- per delegate. 


How to Apply? 
For registrations please contact: 


Murnbai - Ms, Yogeeta Sant 

Ph. No.: 022-263 30648/2634 | 086, Fax No.: 022-26330643 
Bangalore - Mr. Jagan Mohan Rao 

Ph. No.: 080-5 1 1541 60/51 154164, Fax No, 080-5252145 
New Delhi - Ms. Vimpy Singh 

Ph. No.: 01 |-25771471/25771472, Fax No. 01 1-25771470 


email: sermmnar@gptwindia.com 


Date & Venue 

Mumbai; Taj President, Feb 20, 2004 
Bangalore: Taj Residency, Feb 25, 2004 
New Delhi: Taj Palace, Feb 27, 2004 


*Subject to change 
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We are in the next phase of growth and looking for competent 
Sales Professionals in the middle management cadre as - 


District Manager / Asst. District Manager 


The incumbent would head a Sales Office comprising of sales cum 
service team along with the support staff. 

The key result area would be to meet targeted business plan within 
the ambit of the overall marketing policy. 


Candidates should be graduates with 8-10 years experience 
in sales with proven record of achievement in the field. 
We are essentially looking for a mature, result oriented 
person with excellent management skills to lead a team. 


Achievement oriented professionals can look forward to a 
satisfying and rewarding career with excellent growth prospects. 


Age - Around 32-35 years 
Candidates are liable to be posted anywhere in the country. 


Our compensation package would be commensurate with the merit 
of the individual and is designed to attract the best talent in the industry. 


Please apply in confidence within 15 days to: 
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BROWSING 


I was stimulated by Richard Foster 
and Sarah Kaplan's THE CREATIVE 
DESTRUCTION. They tell you that 
you should not build organisations 
and institutions to last; you should 
instead build them to perform. We 
live in a world of rapidly changing 
ideas. Unless an organisation learns 
to embrace new realities fast, it can't 
last. Firms should also learn to dis- 
card what is not relevant. Divergent 
thinking fosters dynamism. Adaptive, 
divergent-thinking environments 
celebrate change and they flourish. 
My reading varies a bit. The other 
books I am going through are Ignited 
Minds by A.PJ. Abdul Kalam and Sons 
of Fortune by Jeffrey Archer. i 


ALERT 


Backstory: Inside the Business 
of News 


By Ken Auletta (The Penguin Press) 





AUTHOR and well-known 
media critic Ken Auletta 
frames his concerns 
about the state of 
modern American 
journalism, particularly 
the uneasy wedding of 
business interests and public 
service, with profiles of the likes 
of Rupert Murdoch. Starting with 
an exploration of the autocratic 
management style of Howell 
Raines, former executive editor 
at The New York Times, a style 
that contributed to the Jayson 
Blair plagiarism scandal, Auletta 
explores why one of America's 
most important industries is also 
among its most troubled. a 

















NAVJIT GILL 





N India, there are 160 profit mak- 
ing companies that rang in annual 
gross profit growth of more than 
10% over the last three years. That 
number isn’t as pretty as it looks. 
The universe these companies are 





Licking the 


_ or data to back this somewhat extreme 


drawn from consists of nearly 5,000 | 


companies listed on the BSE for which 
data is available from CMIE. That im- 
plies a lousy strike rate of less than 5%. 
Most of the better-known Tata group 
companies don't figure on the list. 

Even the 10%-plus growth-slingers 
have to wage a never-ending karmic 
battle to revive dry profit streams. Most 
struggle to find the markers leading to 
oases of profit growth. Michael Treacy 
argues that this is true of many compa- 
nies in America, Europe and Asia. They 
are all victims ofno-growth paral- 
ysis — a systemic illness 
that is worsened by con- 
stant denial. According to 
him, the absence of dou- 
ble-digit growth (in gross 
profits, which he believes 
is the best measure of 
growth) is the business 
equivalent of suicide. 

Too bad Treacy doesn't 
have enough case studies 


SELECTION 


Arresting yes, 
but definitive’? 


HE trouble with a visual history of 

this kind, or with any history for that 
matter, is the selection. It is doubtful 
whether photo editor 
Prashant Panjiar would get 
very many to applaud his 
choice of 72 pictures that 
define the country. INDIA: 
The Definitive Images 
(1858 to the Present)* is 
mostly a reassuring collec- 
tion. There is so much of 
the happily familiar that 
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HOW GREAT COMPANIES 
ACHIEVE IT- 
NO MATTER WHAT 





assertion. A lot of companies seem to 
get by fine with slow and steady growth 
year after year. In 1997, Procter & Gam- 
ble’s shareholders actually shot down a 
proposal to super-charge growth, say- 
ing they had invested in a stable busi- 
ness, not a growth machine. 

Never mind. Most shareholders 
would willingly take the risks attendant 
to fast growth. The importance of this 
book lies in the compelling model it of- 
fers for sustained growth. 

But maybe your management team 
has it all figured out already. After all, 
your company did log double-digit 
growth last year. And the year before 
that. There isn’t a practising manager's 
guide written for you. 

Hold on. Why don't you check if your 
team can answer the following (per- 
fectly reasonable) 


MICHAEL TREACY 


$ E DISCIPLINE OF MARKET LEADERS 


DOUBLE-DIGIT 
GROWTH 


How Great 
Companies Achieve 
Iit — No Matter What 
by Michael Treacy 
Portfolio 


Pages: 224; 


price: $22.05 


they balance the shock of finding a 
Salman Khan-Madhuri Dixit publicity 
still or a regulation soldiers-at-the-front 
shot replete with tricolour and guns 
(Kargil War, 1999). 

if Panjiar’s reconstructed image of 
the military triumph in Kargil and the fi- 
nal picture of a giant national flag in an 
extraordinary swirl appear to echo the 
current India Shining campaign that the 
Bharatiya Janata Party has 
just unleashed, there is also 
a record of Gujarat in its 
darkest moments. There is 
the firmly etched image of 
a terrorised Naseeruddin, 
pleading for his life during 
the carnage of 2000 along 
with the equally familiar 
blazing train at Godhra. 



















growth proble 


MICHAEL TREACY is co-founder and 
chief strategist of GEN3 Partners, 
a Boston-based company specialis- 
ing in creating science-based prod- 
uct breakthroughs for a range of 
companies. A former management 
professor at MIT, Treacy earlier led 





questions that tell you if the 
growth was the result of sheer 
luck or a well-thought out 
business strategy? 
@ How much growth did cus- 
tomer churn cost your busi- 
ness last year? If your company 
had retained its customer base 
as successfully as your biggest rival did, 
how much faster would your business 
have grown? 
@ How much of your company’s mar- 
ketshare gain was achieved by selling 
more to current customers? 
@ Has it been cheaper in your industry 
to grow marketshare organically, or to 
acquire competitors? 
@ ifyour company had been positioned 
only in the fastest-growing segments of 
your market, how much faster would it 
have grown? 
@ What have been the three fastest- 
growing markets adjacent to your mar- 
ket, where the company’s key capabili- | 
ties could have been used? How much 
growth did your enterprise achieve in 
each of them? 
E How much of your corporation's 
growth is due to new markets that it en- 
tered in the past five years? 

Time out. How did your team do? 

Double-Digit Growth urges compa- | 
nies to dramatically rethink the way 


Definitive images can be construed 
_in many ways — in defining the person, 
_ the event or the epoch. Not many pho- 

tos can combine all three qualities and 
hope to become the iconic images ofa 
period. There are, of course, the excep- 


= tions; Bourke-White’s study of Mahatma | 
< Gandhi scanning some papers with a 


large spinning wheel in the foreground, 
Cartier-Bresson’s evocative shot of the 
crowds at Gandhi's funeral. Between 
the predictable picture of the child vic- 
tim of the Bhopal gas tragedy and the 
unremarkable photo that became the 
jacket of Arundhati Roy’s God of Small 
Things are some gems from the past, all 
of them in black and white. 
| *Published by Penguin Books Indla 
and Dorling Kindersley (Pages 167; 
special price: Rs 1,250). Bš 
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to the teens 


| values of young people in the 


a strategy consultancy. 


they approach growth. Treacy proposes 
a portfolio management approach to 
licking the growth problem. Each com- 
pany’s portfolio should ideally be based 
on five growth disciplines that “...fol- 
lowed with care and dedication, can aid 
any enterprise — yours included — in 
achieving steady, double-digit growth 
year after year”. 


All five disciplines are the outcome ` 
of insights gained from a study of the | 
growth habits of some 130 businesses. | 
The first discipline focusses on improv- | 


ing customer-base retention. The sec- 
| ond focusses on market share gain, 
while the third makes sure your com- 


pany will show up where growth is going | 


to happen. The fourth is all about pene- 
trating adjacent markets where your 


core operating capabilities can give you _ 


a real advantage. It also forces you to 
think about building or acquiring addi- 


tional capabilities to meet the competi- | 


tive standards in such markets. And fi- 


| nally, the fifth discipline focusses on | 


Pandering 


LISSA Quart believes that 
the “the personae, sejf- 
images, ambitions and 


United States have been 
seriously distorted by the 
commercial frenzy 


| surrounding them’. So in BRANDED ~ 


The Buying and Selling of Teenagers | 
(published by Arrow), a somewhat high- | 
pitched treatise about the over- | 
commercialisation of adolescence, the ` 
i 
| 
x 


| author highlights some alarming facts 


and trends: 
l Thirty-one million teens now spend 
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| js a revelation. It turns outthat Amer 





achieving growth by invading 
new lines of business, 

Much like an investment 
portfolio, the five options have 
to be balanced, and rebal- 
anced according to the de- 
mands of the market. And like 
an investment portfolio, at any 
point of time, your strategy is likely to be 
weighted heavily in favour of two or 
three disciplines. 

This book offers a simple, yet power- 
ful way of thinking about the growth 
process. But the real test of the model 
lies in its applicability across compa- 
nies, across industries. Double-Digit 
Growth shows you how different com- 
panies are applying the disciplines to 
| their business. The only difference is 
_ that they use different tactics and initia- 
| tives for creating growth. So while a 
| Johnson & Johnson has used a combi- 
_ nation of make and buy (acquire acom- 
| pany) to invade adjacent markets, Sony 
_ chose to blitz the video game market en- 
tirely under its own steam. 
| Your eagerness to race through the 
_ book to discover similar insights is 
| sometimes met with high-resistance 
| sentences. Just cut through the occa- 
_ sional clutter of Treacy’s writing to ap- 

_ preciate the searing beauty of his simple 
| model. The effort is worth it. = 
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more than $153 billion on 
leisure expenses — clothing, 
COs, and make-up = & Year, 
II Fifty-five per cent of Ameri- 
can high-school seniors work 
more than three hours a day 
to earn the money to pay for 
all this stuff. 

Quart's rant against cor- 
porations includes the entire 
spectrum of social ilis that at- 

flict the cosmetic-coated, 
well-clad young victims. of ‘affluenza’, ine 
cluding brand name education. The last 


can kids are under as much pressure as 
their indian variants to do well academi 
cally. Ambitious kids and thelr parents | 
ought to read the chapter Logo U, B not = 
the entire book. 4 



















reforms often increase the 


_ trains in his/her constituency, 


_ ` attempt is made to defend it. 
< Butifa committee makes rec- 
-o ommendations, the minister 
` canhave his cake and eat it too. 
~~ For instance, if a committee 
says that Rajasthan is a back- 
<> ward state with great tourist 
7 potential, selective treatment to Rajasthan is defensible | 

_ even if favoured treatment benefits the finance minister 












b. LAME it on the Naresh Chandra Committee, 
{F a.k.a. the Committee on a Road Map for the 
b. Civil Aviation Sector. Implemented in their 
@ entirety, the recommendations of this com- 
im y mittee will transform civil aviation, air traffic 
services, airport security, airports and regulatory struc- 


- tures, The expression ‘road map’ suggests a charted 


"course ofaction and sequencing of steps, not onlya vision 


ES of the eventual goal. However, the Naresh Chandra report 


e s. does not chart out a road map; it focusses on the end goal. 
_. Asapackage, the recommendations are unexception- 





2 ` at ble. However, nowhere does the Naresh Chandra Com- 
t: mittee say these recommendations are a package and 
a -shouldn't be adopted piecemeal. Nor is the sequencing 


ticulated. Eventually, re- 
forms will eliminate govern- 
it discretion. But in a tran- 
sient phase of liberalisation, 


_ scope for government discre- 
tion — and ministers and the 
bureaucracy love discretion. 
Usually, discretionary abuse is 
difficult to defend. Ifa railway 
minister announces new 


` itis seen as populism and no 


orhis son. 

We are not privy to Rajiv Pratap Rudys thoughts. We 

= _ onlyknow that he has made use of the report to distribute 
I discretionary largesse and said this is in the interest of lib- 

-.¢ralisation. Indirect taxes should eventually move to VAT, 

with a standardised central rate. Courtesy elections, VAT is 


_ out but as Naresh Chandra mentions reduction in excise 


- for aviation turbine fuel and abolition of inland and for- 
-< eign travel taxes, these have been implemented; the re- 
-= -formed subsidy regime and the cess will have to wait. 
- Wealso have to wait for transfer of management con- 
_ troland privatisation of Air-India and Indian Airlines. And 
_ for lowering entry barriers and raising foreign equity to 
- 49%. While waiting, the minister allows domestic private 
ines to fly overseas. After all, he is Rudy the Reformer. 
















_ > The Advani-Shourie spat is irrelevant to the issue. 
os Whether Shourie is trying to get back at Advani for the lat- 


| 
i 
i 
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The recommendations of the 
Naresh Chandra Committee 
are a package and shouldn't 

be adopted pieceme?) 
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policy tailspin 


ter’s opposition to telecom privatisation by citing security 
concerns is of no interest to the people. (Rather intrigu- 
ingly though, many known anti-reformers are in the 
Shourie corner and many pro-reformers in the Advani 
corner.) However, the cavalier fashion in which policy de- 
cisions are taken is interesting, especially since these deci- 
sions are taken by what is now a caretaker government. 

The point is not whether Naresh Goyal has links with 
Dawood Ibrahim or whether Jet Airways has got security 
clearance from the home ministry. The issue is the ad hoc 
nature of policy changes. First, without defending A-land 
IA, it must be emphasised that these two are hamstrung 
as their fleet modernisation plans are stuck. Either one 
lets them compete, or one closes them down. 

Second, what is the policy 
on reciprocal flying rights? 
While A-I has often been un- 
able to utilise them as there are 
problems in allocating these 
between A-I and IA, how will 
such rights be allotted between 
private and public carriers? In 
the past, IA has often been re- 
fused flying permission. (The 
proposed ‘available seat kilo- 
metres’, or ASK, formula bene- 
fits existing players, particu- 
larly Jet Airways.) Or, since 
flying rights without reciproc- 
ity have been granted to Air 
Lanka and airlines from Asean 
countries, does it mean that In- 
dia no longer believes in bilat- 
eral reciprocity? Will this not af- 
fect A-Ts privatisation value? 

Third, there are restrictions on paid-up capital and in- 
frastructure before an airline is allowed to enter the do- 
mestic market. Should there be additional criteria to allow 
an airline to fly abroad? Stipulations like minimum fleet 
size are easier to defend although it does place newer and 
smaller airlines at a disadvantage. But insistence on do- 
mestic flying experience will prove messier. As it stands, 
the terms will benefit established companies like Jet Air- 
ways and Air Sahara at the expense of newcomers. 

Fourth, should the Middle East market be treated dif- 
ferently from, say, the Saarc or South-east Asian regions? 
These questions don't have easy answers. But the issues 
can be resolved if these recommendations are imple- 
mented in full. Implemented selectively, as proposed in 
the Cabinet note, they benefit Jet Airways and Air Sahara, 
particularly the former. This may well be coincidence. 

But Rudy has only succeeded in muddying the waters. 
This is a bigger tangle than the one in telecom. B 


ASHISH SAHI 
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Which other work of art plays music? a g: 


Presenting the Sansui Lifestyle Series music system. 


Presenting the new Lifestyle series music system from Sansui. The perfect combination of 
amazing looks and advanced technology. Insert your favourite CD on the CD tray that open 
sideways. Press play. Now, listen to the superior quality sound that will wow your ears, 
EVEN as its internationally styled aesthetics keep your eyes rivetted on it. What's more, it's 





1S0 „compact; you Gan place the music system on the wall like a painting. Available at an 


attractive: prige, it makes ordinary showpieces look like junk. 
° Aaa Playback e AM/FM stereo radio with PLL tuning e 500w PMPO e Karaoke & echo control £ SA NSUI ` 


Born in Japan. Entertaining the world. 














Wall Mountable Table Mountable Motorized CD Door Motorized Cassette Door 





Sansui Electric Co.) 
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TWAILABLE AT: AGRA: Prem Ford : 2158509/2520427. - AHMEDABAD: Niki Ford : 6927401-5, 30911610-12 Oceanic Ford : 5600671-73. ` BANGALORE: Cauvery Ford : 6321941-4 
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asan Ford : 25290275-81. - NEW DELHI: Harpreet Ford (Moti Nagar): 25153650-53, 25179572-74. South City Ford : 51679901-04. - PUNE: Planet Ford : 42183: 
www .india.ford.com Accessories shown and In-car entertainment system are not part of standard equipment. Price mentioned is e 














Designed for life in the city/BIRD S1 160 matches y 
personality and lifestyle. High-tech looks comm. 
attention whileimpressive functions keep you ahi 
in the game. Its Virtual Dual Screen provides protect 
and visibility, and offers sparkling clarity. 
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t 
Also available: 
BIRD S288 BIRD VIO BIRD SC% 
e 11.9mm (depth) ; e High resolution Dual Screen e 65K Brilliant Cole 
65g (weight) e 65K Dazzling Colors ° Hi-Fi Ring Tones 
¢ SMS Remote Control ° Polyphonic Ring Tones e GPRS & MMS Su: 
° Built-in Speaker-Phone + Powerful WAP Functions e Powerful WAP Fu 
° Long Life Battery ° Built-in Games ° Built-in Games 
Always insist on Bird India Warranty X $ 
ae 1 “SECURE AGRANI 
SWITCH 2 year Extended Warranty on handsets; TECHNO® 
, : available at Agrani Switch stores & with Agrani business partners š 
National Retail Partner in case of any queries call SECURE HELPLINE Toll Free No. 1600-117700 Authorised Service 


Available at: AGRANI SWITCH STORES: PUNJAB: Amritsar-(0183) 399362, Chandigarh-(0172) 5079896, Pathankot-(01862) 2220627, Bhatinda-(0164) 2250040; MUMBAI: 
Fort-31028929, Lower Parel-24900212, Prabhadevi-56602816/7, Borivalli-28631247: DELHI & NCR: Ansal Plaza-26262716, Ashok Vihar-27412199, Kirti Nagar-25438636, WI 
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Mumbai-(022) 28500585. For Trade Enquiries Contact: Delhi: (0) 9811017819. 

National Distributor: Agrani Convergence Limited, FC-20, Sector 16-A, Noida Ph:(0120) 2517851. Visit us: www.aclworld.com, E-mail: contactacl @agrani.esselgre 















it’s not designed 
to compete with 
other mach 


but with human egos. 








i anced features, 
while most laptops aspire to a faster chip, more RAM and adv 





the almost human range of Samsung Note PCs aspire to a better way of work ar d pi yi 


Powered by the all new Wi-Fi special Intel Centrino™ processor, 





t Samsung Note PCs Share the human desire 


to stay on top of things, no matter where we are. 


Surfing the net, sending email, taking printouts, 


B 





and with cameras, MP3 players, and televisions is a way of life for us. 


Now if anyone has a problem with that, well... we are a bit uncommon. 





THE DIGITAL LIFESTYLE EXPERIENCE 





For product enquiries, please email us at ramanieet@samsungindia.com Wi-Fi powered by intel Cantrino ™ x Fingerprint Recognition Security | Superstin design: 


ç 
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Models available are Samsung Q29, X10, X05, X05 Ultra, P30, P30 Ultra and V30., 


intel, intei Centrino, intel Inside, the Intel Centrine logo, the intel inside logo and Pentium are trademarks 
or registered trademarks of inte! Corporation or its subsidiaries in the United States and other countries. 
For further enquiries, please call 1600113444*(tolt free) or 9628222111** 


‘Dial from DOT/MTNL fines only. **For all locations in North prefix (O41), in South (080) in West (022) in East (033). 





It did its best 


J Biased. Unfair. Shortsighted. 
This is how the article can be 
described. Before evaluating the 
government's performance, you 
should have considered the 
problems it faced in these five 
years. From Kargil to 9/11 — every- 

thing that could have gone wrong went wrong. Yet you 
say that the government didn't do well enough. You have missed the 
feel good factor too. It is not about material gains but about a sense of 
well being that we have experienced after a long time. 

Arunangshu M. Lahiri, Via email 
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GROUND REALITIES | a project that is financially unviable, but 
Metros claims of charging faresthatare | gives an opportunity to say: ‘We also 
just 1.5 times the train fares is unrealis- | have an underground metro’? 

tic given the huge investmentithasto | The world over, with a few excep- 
recover (‘Skybus Vs Metro’, BW, 9 Febru- | tions,underground metrosrunata 
ary). Second-class fare in Mumbai's | loss. Remember, they also need greater 
suburban railway ranges from Rs0.25 — disaster mitigation measures than the 
per km to Rs 0.56 perkm.Forasystem — Skybus alternative does. 

like Skybus that costs Rs50croreper Sudhir P. Badami, Mumbai 


km to set up and has low operating 

costs, a fare of Rs 0.50 per km is feasible. 

For a capital cost of Rs 400 crore per km 

with high operating costs, a fare that is 

1.5 times is not feasible sans subsidy. 

The DMRC-MMRDA project cost of 

bk Rs 19,525 crore is for 114 km of elevated 

31279, 28131286 rail at Rs 100 crore per km and Rs 250 

. crore per km for a 32.5-km undergro- 

oS und rail. Ifthe rate of Rs 450 crore per 

ia Road, 4th Floor km that the DMRC is incurring for the 

| Metro in Delhi is applied to Mumbai, 

the cost will be Rs 26,025 crore. 

Ifan alternative scheme to the 
DMRC-MMRDA proposalis adopted 
with 80 km ofSkybus and 100 km of 
high-capacity bus systems, the cost 
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128; Fax: 5596294 


On what basis does this article compare 
theinterlinking of rivers and the gar- 
land canal projects (The Old Man And 
The River’, BW, 9 February}? There are 
comes to less than Rs 5,000 crore, with no facts and figures to support state- 
added capacity of 208,000 passengers ments like ‘the garland canal scheme 
per hour per direction (PPHPD ) for _ will need lesser land’ ‘the river inter- 
suburbs and 158,000 for the island city linking scheme is more labour inten- 

as compared to 160,000 PPHPD in the sive’, ‘the rivers, ifinterlinked, will go dry 


suburbs as well as the island city and | in 100 years’, and so on. 

three capacities of 180,000-PPHPD | Topics which concern the masses 
east-west routes. All this costs more _ should be dealt with in more depth, 
than Rs 26,000 crore. _ otherwise they end up adding to the 


| existing confusion. 
| Karun Bir Singh Sandha, Ahmedabad 


One has to choose between a sys- | 
tem that will cost less than Rs 5,000 | 
crore, have fares around Rs 0.50 perkm | 
and provide additional capacity. So | ee 5 al 
f 





Te ; : Letters can also be sent to 
should one find an alternative that can sditer@bwordniallcor 
be implemented, or try and implement | (2. 
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SyncMaster 173P 


< Premium 42cms (17") Monitor 
Brouch perfection with our range of TFT-LCD Monitors Magiclgpe (3 


So advanced, even buttons 
are antiquated. It's hands-free 
Wy k display makes it as impressive 








; ` as on the outside as it is inside 
= sS =% 
SyncMaster 403T ` SyncMaster 241MP SyncMaster 193T SyncMaster 172S SyncMaster 153V 
100cms (40") 6 1ems (24") 48cms (19") 42cms (17") 38cms (15") 
World's Largest ` Multimedia Monitor High Performance Stylish 42cms(17") India's Largest Selling 
ultimedia Monitor + TV Monitor Monitor 38cms (15") Monitor 


further enquiries please call 1600113555* or 9628111000** or e-mail us at marketing@samsungindia.com 
dial from DOT/MTNL lines only. ** For all locations in North prefix (011); in South (080); in West (022); in East (033). 
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No, Mini 
coven story c0. NO, Minister 
The human resource development minister has forced the IIMs to take 


a huge cut in fees. But this and his other populist measures will shake 
the very foundations of management education in India. 


SANJIT KUNDU 


Future of management education The IIM controversy is 
just a side show. Here are the real issues dogging management 
education. The BW-Cosmode Roundtable. 





The Pre-emption Pill 


Just as the $11-billion Eli Lilly 
gets ready to launch its impo- 
tence drug Cialis in India, 

it finds the Rs 111-crore 
Ajanta Pharma already in 

the market with a generic 
product. 





Aurobindo Pharma The Matrix-Newbridge deal 
sours Aurobindo’ relationship with Citibank and Chrysalis. 


Private equity buyouts Do the Tata Infomedia 
and ICI deals mark the beginning of a new trend? 


India-Pakistan talks This round has ended on 
a positive note, but there aren't any quick fixes. 


BUSINESSWORLD 





Labour Pains 


Of the 21 million jobs created in 
1994-2000, 95% were in the 
unorganised sector. A sector marked 
by low productivity. Is this the fate of 
Indian labour? 






The Culprits Agriculture and the organised sector 
are dragging the employment numbers down. 


The Solution Is anew labour law the answer to 
India’s unemployment problem? Or does the government 
need to do something else? 








Norvasc Dr. Reddy’s and Pfizer are fighting over a 
blockbuster. This case could well set a precedent in the 
generic versus innovator war. 


1 MARCH 2004 
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PERSONAL FINANCE 


sa| Money 
On The 
Ground 


Is 2004 a good year to invest in real 
estate? It isn't as simple as location, 
location and location. There’s much more 

an investor has to heed while buying real estate. 


59 Forex The hows and wheres of investing abroad. 
60 News India to getits first global equity fund. 

62 Taxonomics Status check for returning NRIs. 
66 | Derivatives Taking along shot on futures. 

68 Workshop Unravelling the PEG ratio. 


70 | Data Your investments, borrowings and insurance. 


IN VOGUE 


7s| Easy Rider 


Quantum Fund co-founder Jim Rogers 
goes looking for investment opportuni- 
ties — literally. 





82 Bookmark On the institution that has played a vital 
role in shaping Indias destiny — the IIT. 
COMMENT 


20 Omkar Goswami Forget the heroics. 
Let's just get down to winning regularly. 


ON THE CONTRARY 


34 Mahesh Murthy why the job everyone 
is gunning for may not be the right one for you. 


GAME PLAN 


49 | Ranjit Shastri Captive BPO players now 
need to ask themselves: are they really adding value? 


COMMENT 


76 Chetan Parikh Ifinterest rates rise, India 
can easily get caught in a debt trap. 
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Joshi wields the stick 


ATIONAL attention is now focussed on the 
question whether fees at IIMs should be re- 
duced or not. But this misses the point. The re- 
duction will make no substantial difference ei- 
ther to the kind of students getting into these 
institutes or to the quality of education being imparted there. 





The real issue lies somewhere else — in the mindset that 
makes a ministry try and impose its will on national institu- 
tions of excellence without engaging in an honest dialogue 
with stakeholders. Indian Institutes of Management and In- 
dian Institutes of Technology are the twin pillars on which our 
recent economic successes are built. But the Union Minister 
for Human Resource Development, Dr Murli Manohar Joshi, 
calls them “elitist”. The IIMs, he argues, should focus on devel- 
oping managers for municipal corporations and co-opera- 
tives. He hasn't revealed how he 
will go about achieving his ob- 
jective, but where there's a will, a 
way will be found! After all, Joshi 
did stop non-resident Indians 
from donating money to their 
alma mater. He asked them to 
send the money to his ministry 
instead. This is why the fee re- 
duction looks like an opening 
shot in a larger plot. 


Businessworld 


Also: What really ails 
management education 





“There's a great deal of anguish 
in corporate circles; they fear the 
autonomy of India's premier institutes is at stake,” says deputy 
editor Indrajit Gupta who wrote the cover story and also an- 
chored a roundtable discussion on the future of management 
education. The discussion goes beyond the limiting confines 
of the fee debate to ask more fundamental questions. 


| The tragedy of the current controversy is that it obscures the 


real issues in education. Nehru built the institutions that are 
now providing the scientific, technical and managerial talent 


to fuel India’s economic growth, but institution-building went 


into decline after him. Perhaps Joshi should focus on reversing 
the trend and building new institutions. Or even on providing 
a half-decent primary education to India’s children. 


The special survey on labour written by principal correspon- 
dent Avinash Celestine tackles a different, but related problem 
— low-productivity jobs. To get a grip on the subject before it 
becomes a hot political issue, turn to page 22. 


f’ 
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TONY JOSEPH, EDITOR 
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PHARMA/EXCLUSIVE MARKETING RIGHTS 


A pre-emptive pill from 


SMALL Mumbai-based firm is 

giving the $11-billion Eli Lilly a 

huge headache. Even as the 

global giant was readying to 
launch its impotence drug Cialis in 
India, the Rs 111.6-crore Ajanta 
Pharma launched a generic, Tadalisa, 
last week. 

Eli Lilly had got a marketing approval 
in India for tadalafil, which it sells under 
the brand name Cialis, in October 2003. 
It had also filed an application with the 
Patent Controller of India for exclusive 
marketing rights (EMR) and was waiting 
for it before launching Cialis. 

But now, it finds itself in a piquant 
situation with a generic in the market 
before its entry. It cannot take legal ac- 
tion until it gets an EMR from the patent 


Ajanta Pharma will use the name 
Apcalis (L) against Eli Lilly’s Cialis 





controller. In India, marketing approval 
for a drug is given by the Drug Controller 
General of India if it meets safety rules, 
with no dialogue with the patents office 
on the issue. 

To make matters worse for Eli Lilly, 
Ajanta has managed to get permission 
to export Tadalisa and retails it 
overseas under the trade name 
‘Apcalis’. Eli Lilly markets Cialis in 40 
different countries and notched up 
sales of $37.4 million last year. 

Incidentally, Cialis is a competitor to 
Pfizer's Viagra (Sildenafil), for which 
Ajanta was one of the quickest to 
launch a desi version called Kamagra. 
Wouldn't Tadalis end up hurting its 
Kamagra? Ajanta’s logic: Diabetic 
patients, who are unable to take 
Kamagra, could take this new drug. E 

GINA S. KRISHNAN 





A drugmakers have stopped 
marketing copycat versions 
domestic market. This is after 
Novartis, which holds the EMR for 
from the Chennai High Court in late 
January against all but one domestic 

Ranbaxy Laboratories, Sun and 
Cipla confirmed to BW that they had 
also obtained an injunction against 
Hetero Drugs, Intas Pharma, Emcure 
Pharma, which has separately sued 
the Indian government in the Delhi 
made Novartis a party to the suit. 
That hearing is to start on 27 Febru- 
Natco is Novartis’ biggest competitor 
for the drug in India. 


T least three Indian 

of Novartis’ cancer drug Glivec in the 
the drug, obtained an injunction 
manufacturer. 
stopped selling the product. Novartis 
and Camlin. The exception is Natco 
High Court for granting the EMR, and 
ary after being postponed twice. 

Novartis India’s vice-chairman 
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EALS, like drugs, often have 

unpleasantside-effects. The 

Matrix Laboratories-New- 
bridge Capital private equity deal — 


one of the largest such deals ever done 


in India at $127 million — has made 
the Aurobindo Pharma deal go sour 
for Citi private equity and Chrysalis 


Capital. Aurobindo, sore at not getting 
a Matrix-like valuation, hiked the price 
of its shares, forcing Citi and Chrysalis 


walk away from the deal. Aurobindo 


director Lanka Srinivas said this is un- 


true, while both Citi and Chrysalis re- 
fused to comment on the issue. 
Aurobindo had planned to issue 


AUROBINDO PHARMA 


Chrysalis, Citi deal off 


and Chrysalis. “In October the com- 
pany agreed to a price of Rs 302,” says 
a source close to Aurobindo. The com- 
pany was getting a multiple of 5.72, 

| which was in-line with the sector 
price-earnings (P-E) ratio of 6-7 for 
mid-cap pharma firms at that time. 
Then, on 29 December, the Matrix 
deal was announced and the P-E ratio 
| there was close to 15. “The promoters 
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20 million shares to Merlion Fund, Citi | 





were unhappy with a valuation a third 
that of Matrix,” says the source. 

To make matters more comical, 
one of the investors in the Matrix deal 
was Temasek Holdings. It is also an in- 


| vestorin Merlion, which, in turn, was 


investing in Aurobindo. “For the Auro- 
bindo management. Temasek and 
Merlion were one and the same and it 
was upset that they were differentiat- 
ing so much between Aurobindo and 





Ajanta 


and managing director Ranjit 
Shahani says patients who have ; 
been using cheaper generics from 
Cipla, Sun, etc., that have been ! 
discontinued, might now wantto | 
move to the company’s free Glivec | 
programme. Novartis gives away f 
the drug free to needy patients but | 
stopped enrolling new patients 
when generics were launched in i 
mid-2003. In December, after it ? 
got the EMR, Novartis began : 
enrolling new patients in its free 
programme once again. i 
According to the company, it ! 


gave away $22 million worth of i 
Glivec free to Indian patients in 
2003, and sold just $2.3 million i 
worth of the drug. : 


An industry watcher who has 
studied patents law suggests that | 
a domestic company making and | 
selling a different form of imatinib | 
(not the betacrystalline form that | 
Novartis holds the EMR for) is 
within its right to compete with 
Glivec, even now. However, the f 
question is whether there is such a 
manufacturer. E| 

GAURI KAMATH © 
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Matrix,” says the source. Aurobindo 
upped the price to Rs 380 for every 
share. “At this point Citi and 
Chrysalis walked out as they felt it 


was a breach of faith. E 
SHISHIR PRASAD 
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THE ZOELLICK-JAITLEY ROW 


Its the farm 
subsidies, stupid 


briefings of US Trade Representa- 

tive (USTR) Robert Zoellick and 
Commerce Minister Arun Jaitley last 
week. The confrontation on BPO is not 
the real issue, although the grandstand- 
ing by both will probably help their gov- 
ernments in the season of elections. At 
the heart of the matter is the issue of 
agriculture subsidies. 

The meeting, part of Zoellick’s whis- 
tle-stop tour of the world, is about re- 
starting the World Trade Orga- 
nization (WTO) talks that have 
been stalled since Cancun. The 
USTR has been zealously try- 
ing to break the deadlock and 
acknowledged last month that 
there would be no movement 
unless there was agreement on 
the elimination of farm subsi- 
dies. He went so far as to sug- 
gest that the US was ready to 
abandon the US-EU joint text 
on agriculture, the proposal 
that led to the formation of G- 
20, a group of 20 developing 
countries led by Brazil, India, 
Mexico and Chile as a counter- 
weight to the trading giants. 
Zoellick had said in a letter to 
WTO trade ministers he was 
taking a commonsense app- 
roach to re-energise the talks 
to avoid 2004 turning into a 
“lost year” for the Doha round. 

This is great news except that Zoel- 
lick comes fresh from another free trade 
agreement (FTA) triumph. The US and 
Australia have just signed a pact under 
which 99% of American exports of man- 
ufactured goods to Australia, and 97% 
of Australian exports to the US will be 
duty free. Agriculture, though, has been 
kept out of the agreement. 

Bilateral deals have two drawbacks. 
Inefficiencies, such as those in agricul- 
ture, remain protected. These deals also 
result in trade diversion. From the US 
standpoint, bilateral deals are a way of 


I GNORE the fireworks at the news 
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getting market access when multilateral 
talks are stalled. From the Indian per- 
spective these multilateral deals mean 
that competitors from a host of coun- 
tries which have signed FTAs with the 
US will have preferential access to our 
biggest market for a range of products. 
So, how seriously can India and 
other developing countries take the US 
which has been sewing up huge pieces 
of the globe in a patchwork of bilateral 
pacts and continue to protect its agricul- 





Grandstand show: Commerce minister Arun 
Jaitley (L) and USTR Robert Zoellick 


ture? Experts like M. Fabiana Jorge, pres- 
ident, MFJ International, a Washington- 
based global consultancy specialising in 
global trade negotiations, have listed the 
dangers of such deals (see ‘The Cost of 
Protecting Data’, BW, 26 January). 

The step by Australia, which as 
leader of the Cairns Group had been 
putting up a stiff fight against EU-US 
farm subsidies. The FTA with the US has 
weakened the bargaining position of de- 
veloping nations on farm exports which 
remains at the heart of the WTO talks. & 

LATHA JISHNU 

















ENSIBLE economics can often 

wilt in the heat of an election 
campaign. The attack on economist 
Gregory Mankiw by Democratic 
Party (US) candidate John Kerry is 
one sorry example. Mankiw, who is 
chairman of the Council of Eco- 
nomic Advisors to US president 
George Bush, came out in support 
of outsourcing of services by US 
firms to countries like India. He said 
that outsourcing was merely a new 
form of international trade. The un- 
derlying economics is the same. 

Here’s what Mankiw actually 
said in his testimony to the US Con- 


| 
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gress: “The benefits from new forms | 


of trade, such as in services, are no 
different from the benefits from tra- 
ditional trade in goods. Outsourcing 
of professional services is a promi- 
nent example of a new type of 
trade. The gains from trade that 
take place over the Internet or tele- 
phone lines are no different than the 
gains from trade in physical goods 
transported by ship or plane. When 
goods or services are produced at a 
lower cost in another country, it 

- makes sense to import it rather 

= than to produce it domestically. This 
allows the US to devote its re- 

=: sources to more productive pur- 

_ poses.” 

Kerry retorted: “They've deliv- 
ered a double blow to America’s 
workers, 3 million jobs destroyed..., 
and now they want to export more of 
our jobs overseas.” “What in the 
world are they thinking?” 


AS 


INCE India has, perhaps for the 
rst time ever, found itself in the 
middle of an American election 
furore, this column will stay with the 


> «ie outsourcing debate. Various econo- 


mists who have come out in de- 
fence of Mankiw say that interna- 


- tional trade does not by itself create of economic nonsense. The US de- 
or destroy the total number of jobs bate should serve as a wamingto ` 
in an economy. “What trade doesis ` Indian voters. u 
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by Niranjan Rajadhyaksha 


to shift jobs, shift the composition of 
American employment: people in 
import-competing industries lose 
jobs, while people in export indus- 
tries (or, with capital inflow, the con- 
struction and investment goods in- 
dustries) gain jobs. Economists 
have lots of good reasons for believ- 
ing that the jobs gained are better 
than those lost, and that there are 
more and bigger winners from ex- 
panded international trade than 
there are losers,” says economist 
Brad De Long. 


Aç 


ERE'S one example of rampant 

economic illiteracy. Another 
Democratic Party hope, John 
Edwards, often repeats a sob story 
to justify his protectionism. He 
empathises with a 10-year-old girl 
“somewhere in America” who goes 
to bed “praying that tomorrow will 
not be as cold as today, because 
she doesn't have a coat to keep 
her warm”. Yet, John Tierney, 
another Democrat, says: “Clothing 
has become so cheap and plentiful 
(partly because of textile imports, 
which Edwards has proposed to 
limit) that there is a glut of second- 
hand clothing, and consequently 
most clothing donated to charity is 
shipped abroad. The second-hand 
children’s coats that remain in 
America typically sell for about $5 
in thrift shops.” 


A 


LL this stinks of rank hypocrisy. 

Did you know that the Kerry 
family fortune is based on its invest- 
ments in foods company Heinz, 
which has, at last count, operations 
in 57 countries? And remember: it's 


_ justa few weeks before our politi- 


cians come tumbling out onto the 
streets, peddling their versions 
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H1-B US VISA QUOTA 


No impact 


OMPANIES had factored in the 

reduced H1-B visa quota of 

65,000. Now exhausted, it will 
boost offshoring and could upset plans 
of non-IT workers. H1-B visa holders in 
the US who had planned to return to In- 
dia are now likely to get a premium for 
their visas. Here's what IT players say: 
Infosys Technologies: We are primarily 
an H1-B dependent company with 65- 
70% of our employees in the US on H1-B 
visas. Infosys has sufficient number of 
visas at this point. Extension of stay of 
employees in the US, amendment in 
terms of employment and job portabil- 
ity (change in employer) are not covered 
under the H1-B cap. The quota for the 
next fiscal opens in October 2004. Given 
all of the above, we believe there is no 
impact on our operations at this point. 
TCS: There will be no impact on us as we 
had expected the 
quota to be used up. 
Wipro: Wipro has 
some visas in the 
pipeline that are 
being proces- 
sed. The shortage 
of H1-B visas will 
lead to more work 
going offshore, 
which means more 
benefits for customers. This may lead to 
clients visiting Wipro more often. We 
had 721 H1-B visas in 2002 and 683 in 
2003. 
Cognizant Technology Solutions: In 
the last two years Cognizant had used 
850 H1-B visas. More importantly, as a 
truly global company with headquar- 
ters in the US, we are in a better position 
to hire locals in the US —either US na- 
tionals or people already in the US on 
existing visas. In the last two quarters, 
we have increased local hiring. 
Nasscom: This was expected. There are 
about 300,000 Indian professionals with 
valid H1-B visas. There will be no imme- 
diate impact on big companies, though 
SMEs will feel the pressure. 
NeolT (offshore consultant): Busi- 
nesses which rely on onsite placements 


will not grow. w 
SHELLEY SINGH 





NOKIA 


CONNECTING PEOPLE 


Rethink Design. 





Nokia. Nokia Connecting People and the Nokia Original Enhancements logos are trademarks or registered trademarks of Nokia Corporation. 
BATES/D/NOK/105 


Copyright © 2004 Nokia. All rights reserved. 


a | 


Ë 


= 


New Nokia 7600. The shape of things to come. 


Once ina while, something unique comes along, that breaks the mould and redefines the way things 
should look. The Nokia 7600 does just that. But its radical design will not only complement your creative 
and unconventional spirit, it will also take you to the threshold of a new age in mobile technology. 
Powered by 3 Generation Technology!, the Nokia 7600 expands current network capabilities, delivers 
faster downloads’, richer browsing’ and on-demand video streaming’. It also has an integrated camera, 
video recorder, and music player, all melded together into a single, stylish communication tool. 

It'll reshape the way you live. 


Po y. F 





BO Digital Camera and Video Recorder (O 65k Colour Screen O MP3/AAC Music Player ; 
WWW.NOK1a.CO.1N 
C) 29 MB Dynamic Memory O Bluetooth4 & IR connectivity (OD xHTML? for Rich Browsing Experience 
3 Generation Technology on WCDMA Network. Also compatible with GSM 900/1800. 2. GPRS, WAP HSCSD, EDGE, xHTML, email, data transfer speeds and other mobile services are network operator and content service provide: 
Jependent. MMS-related services are dependent on the network as well as on the compatibility of the devices used and the content formats supported. MMS, email, WAP browsing and other related features in our product: 
mperate using TCP/IP technology and thus will only be available if supported by network operator. Please check with your local network provider. 3. Multislot HSCSD and GPRS are needed for audio / video streaming, network/service 
rovider dependent. 4. Bluetooth is a registered trademark of Bluetooth SIG, Inc. Devices need to support Bluetooth wireless technology. Interoperability between the phone and other products with Bluetooth wireless technology 
$ not guaranteed and depends on compatibility. For more information on the compatibility of the phone with other products that support Bluetooth wireless technology, please check with the manufacturer 











; Always insist on original Nokia India Warranty to safeguard against buying used, refurbished or tampered phones. 
a t 
AALI 9628 555 555 Nokia India Warranty is applicable only for phones imported by Nokia India Pvt. Ltd. email us at: nokia.ebag@nokia.com 


To call from a mobile phone, check with your service provider. Helpline available in Ahmedabad, Bangalore, Chennai, Delhi, Hyderabad, Kanpur, Kolkata, Mumbai, Pune 





PRIVATE EQUITY 


Big window for 


buyout funds 


E LAST December, when most private 
equity professionals were on their Christ- 
mas break, Donald Peck’s team at CDC 
Capital Partners’ offices in Delhi was 
working hard. The UK-based private eq- 
uity investor struck a Rs 75-crore deal to 
buy ICI India’s industrial chemicals busi- 
ness in Gujarat, along with its 130 em- 
ployees, as a going concern. ICI share- 
holders approved the sale two weeks ago. 
E Three months before that, in Septem- 
ber, ICICI Venture bought out the Tatas’ 
controlling stake in Tata Infomedia. 

E And about a year prior to that, in No- 
vember 2002, Oak Hill Capital and Fi- 
nancial Technology Ventures catalysed 
the first private equity buyout deal in In- 
dia when it backed a management bid to 
acquire Conseco’ stake in Delhi-based 
EXL Services. 


HESE are the first three pri- 
vate equity buyout deals in 
India and they have hap- 
pened in just over a year. Till 
now, private equity has ac- 
counted for less than 1% of the overall 
corporate buyout activity in India. But 
now several pan-Asian private equity 
funds operating in Asian buyout mar- 
kets are monitoring India. Many have 
quietly set up shop over the past eight 
months. And a number of them based 
in Singapore are waiting to move in. So 
are we seeing the beginning of a trend? 


First, let's take a look at who's 
already here. European buy- 
outs veteran Henderson Private 
Capital, which manages funds 
of $1.5 billion, is investing in India out of 
its $210-million Henderson Asia Pacific 
Equity Partners | Fund. It will create a 
$300-million fund for Asia next year, of 
which 40% will be invested in India. 

The Singapore government, the sec- 
ond largest foreign private equity inves- 
tor in India ($500 million till date) has 
shifted focus from early-stage invest- 
ments to growth and buyout capital. Its 
direct investments company Temasek 
Holdings has teamed up with Standard 
Chartered Private Equity (SCPE) to set 
up the $100-million Merlion India Fund. 

Some older India hands — Carlyle 
Group, Warburg Pincus and Newbridge 
Capital — are also sensing buyout op- 
portunities here. They have a strong 
record in South Korea and the added ad- 
vantage of being familiar with India. 

Together these funds could bring in 
close to $1 billion into India for starters. 
But is India ready for them? On most 
counts, no. Unlike other active buyout 
markets in the Asia Pacific region — 
South Korea and Japan — India does not 
yet offer the fire-sale environment nec- 
essary for such deals. 

While corporate restructuring mea- 
sures, both in the public and private sec- 
tors, have begun to free up assets, issues 


SANJIT KUNDU 








Crowded futures 


HE equity derivatives pie is growing and everyone is 
£ looking for a piece. S.S. Kantilal Ishwarlal Securities 

(SSKI) and Kotak Mahindra Bank are two which are 
getting ready to make a splash. Currently, institutional sales 
comprise just 2% of equity derivatives compared to the 
cash market, where they make up 40%. Just two players — 







Henderson Global Investors 


corpus: $150 million 

TARGET SECTORS: Banking & 
finance, food & beverages, 
manufacturing, retail, media 


AOR EE OTST EE Se ERTS SE EEE STONERS Reee eS USER EEEESEES HEED EROS EEE EREEE ESTES HEHE EEEE 


RAJ DUGAR 

Merlion India 

corpus: $100 million 
TARGET SECTORS: Pharma, 
auto components, ban- 
king & finance, FMCG 


AOE E EERE EER ER EER ETON REET EEE EREEE TERE EEEE EERE REET EEEEEEHEEENEES HRA SER EOE EHEEL SE 


KARANJIT BUTALIA 
Standard Chartered Private Equity 


corpus: $300 million 
TARGET SECTORS: Healthcare, 
pharmaceuticals, light 
engineering, BPO, retail 

DONALD PECK 

CDC Capital Partners 
corpus: Not Available 


TARGET SECTORS: BPO, 
pharmaceuticals, 
manufacturing, 





like labour and regula- 

tory hurdles remain. “Typically, when 
approaching a buyout deal in India, 
funds would have two primary con- 
cerns: whether they can get free access 
to the assets and how they should deal 
with labour,” says Ashok Wadhwa, part- 
ner and CEO, Ambit Corporate Finance. 
Ambit advised ICI in the CDC deal. 

The ICI deal is a watershed as it 
showed that deals could be done with- 
out labour resistance. But Henderson's 
Asia Private Equity head Sanjiv Kapur 
says that mindsets in India are still 
loaded against buyout funds. “In ma- 
ture markets like the US and Europe, 
buyouts are seen as a wealth creation 








half of this market. Prospects are clearly enticing when one 
considers the derivatives trading grew 45% last year. 


For SSKI, which is strong in retail, tapping institutions 


ICICI Securities and Refco Sify — have cornered more than 
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would be natural. “Fils are active in the cash market, not 
derivatives. So, if even a small proportion of them are con- 
verted, there are big gains to be made,” says an industry in- 
sider. Kotak has started institutional sales operations and 
the grapevine has it that it will expand its investment bank- 
ing partnership with Goldman Sachs into this area. Si 


ANUJA BYOTRA 





event. In India, the government tends to 
view them as hostile and contrary to 
shareholder interest,” he says. 

Even today, foreign private equity 
investors not registered with the Securi- 
ties and Exchange Board of India (Sebi) 
have to get Foreign Investment Promo- 
tion Board (FIPB) clearance to invest in 
listed companies. Siddharth Shah, head 
(private equity practice), Nishith Desai 
and Associates, says: “The problem 
there is that FIPB insists on a board res- 
olution approving an investment by a 
foreign investor. So, management buy- 
outs become next to impossible.” 

This could change. If the Sebi regu- 
lations are amended, Sebi registered 
foreign funds will be able to invest up to 
40% of their corpuses in listed firms. 

So where is the market headed? Buy- 
out funds function well in environ- 
ments conducive to hostile takeovers. 
In India, that is still a good two years 
away. But, that doesn’t mean that the 
funds that are here don't see enough 
deals. They have four target areas. 

First, there are top conglomerates 
that want to sell off some businesses. Af- 
ter Tata Infomedia, the next big buyout 
deal could be B.K. Birla group company 
Mangalam Cement. Next, are mid-cap 
family-run firms, where the second ge- 
neration is looking to bring in a profes- 
sional management. Most of them were 
set up in the 1970s and have turnovers 
of Rs 200 crore-300 crore. A Mumbai- 
based fund manager says: “This group 
is very large — 100-150 companies.” 

Distress sales are the third type, but 
will be slower to pick up and more con- 
ducive to the ‘hostile’ takeover era. And 
Finally, funds are betting on privatisa- 
tion by state governments, despite the 
somewhat damp start two years ago. 

SNIGDHA SENGUPTA 
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ICICI BANK EQUITY ISSUE 


...With a little help from Fils 


it will sell fresh equity in April to 

raise between Rs 3,000 crore 
and Rs 3,500 crore (117million 
shares). With a slew of public 
issues, including the Oil and 
Natural Gas Corporation (ONGC) 
and Gas Authority of India (Gail) 
preceding ICICI Bank's, will there 
be enough cash left in the 
stockmarkets to buy ICICI Bank's 
shares? 

A quick analysis of the possible 
scenarios shows that with a bit of 
help from foreign institutional in- 
vestors (Flls), ICICI Bank will be 
home and dry. This is how. 


i CICI Bank has announced that 
















The equation 


Issue size: Rs 117 crore Present Post 
paid-up capital* 


Paid-up capital (Rs cr) 





Foreign holding (%) 


Fil holding (%) 





is Rs 3,000 


“According to a CLSA report, if issue size 
crore, 117 million shares could be sold at Rs 256 each 
Currently the share is trading at around Rs 300 
**Without crossing the post-issue 49% holding, Fils could 
subscribe to 70% of the new issue in case the Indian 
public does not pick up its 50% share in the book-build ng 


NEERAJ TIWARI 








By March, the ONGC and Gail issues will suck out about Rs 13,000 crore 
from the market, possibly leaving the Indian public with less of an appetite for 
fresh equity. But that should work perfectly for Flis, which cannot seem to get 
enough of ICICI Bank. A public issue is the only way they can buy the bank’s 
shares in significant numbers, as long as they stay within the limits set by the 


Reserve Bank of India (RBI). 


Last month, the central bank notified that overall foreign holding in a bank 
cannot exceed 74% and, within that, it limited FII holding to 49%. (ADRs ac- 
count for 26% of ICICI Bank’s stock and is held by Fils.) Of the new issue, at 


Deputy MD Kalpana Morparia says 
the bank is looking at organic growth 


SANJIT KUNDU 


least 50% will have to be offered to the 
Indian public. Fils would be able to buy 
whatever of that remains unsold and, 
consequently, could end up with over 
70% of the issue. 

Even then, they will stay within the 
49% limit (current holding: just over 
45%). Not only that, overall foreign 
holding of ICICI Bank will drop a bit to 
71% from 72% now. 

Seems to be a win-win situation if 
ever there was one. m 

ASHISH AGGARWAL 





PRIORITY BANKING FROM UTI BANK. 
BECAUSE YOU ARE USED TO THE BETTER THINGS IN LIFE. 
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SOFTWARE FOR THE BLIND 


Sight by sound 


HE computer age 
created an elec- 
tronic divide for 
the blind. Screen 
readers, which speak out 
the text on the screen, 
bridged it. Till now they 
could help only those who 
knew English. But thanks to 
the efforts of four visually 
impaired men, those profi- 
cient only in Hindi, too, can 
enter the digital world. 

The world’s first Hindi 
screen reader — Safa (Screen Access For 
All) — has been developed through a 
collaboration between the National As- 
sociation for the Blind (NAB) and the 
Lucknow-based Prologix Software Solu- 


| 


| 





A new day: Blind students attend a computer class 


and some other foreign languages are 


DINESH KRISHNAN 


available in India, they are priced steep, | 


going up to Rs 50,000 per licensed copy. 


Safa is expected to hit the market next | 


month and will cost less than Rs 2,000. 
“Because of both the language and 


the cost, most screen readers are inac- 
cessible to most of the visually handi- 
capped people in India,” says Vinamra 
Agarwal, vice-president of the Rs 1.5- 
crore Prologix, which specialises in 
speech solutions. Its flagship product 
Vaachak, a Hindi text-to-speech syn- 
thesiser, is an essential part of Safa. 
Dipendra Manocha, project man- 
ager and head of the computer unit at 
NAB, believes that the product has far- 
reaching benefits. “Computer compe- 
tency has become a necessary employ- 
ment skill. Safa is a saving factor for 
jobs.” Moreover, Braille books are acces- 
sible to few, whereas reading material in 
digital format is easily available. | 
NAB, incidentally, is on the lookout 
for volunteers in Delhi and Mumbai for 
its e-library initiative, which involves 
converting educational material into e- 
text. Help is required for editing the Eng- 
lish material and for Hindi data entry. 
You can contact Bharat Bharadwaj at 


011-3534-9523 for further details. w 
ANUJA BYOTRA 





tions. While such products for English 
AHUJAN Samaj Party (BSP) 

B chief Mayawati may have had 
dinner with Congress president 
Sonia Gandhi twice, but she is far from 
agreeing to a pre-election alliance with 
the Congress. In fact, Mayawati is be- 
lieved to have told Sonia during their 
last meeting that BSP intends to con- 
test the Parliamentary elections alone. 

Meanwhile, BJP emissaries like 
general secretary Mukhtar Abbas 
Naqvi are said to have told Mayawati 
that it would help her to be in their 
party's good books. But partymen say 
it is Mayawati who does not want to 
snap ties. Why else would she say she 
is prime minister Atal Bihari Vaj- 
payee’s second daughter? They hint 
she might even ally with the BJP 

Thus, Mayawati has managed to 
get both national parties to open their 
doors to her and is treading carefully. 
She could lose a lot without the sup- 
port of the next Central government. 
That is the only thing that could get 
the CBI — which is investigating her 
role in the Taj corridor case and her 
sudden wealth — off her back. The 
bigger issue is that she cannot be- 


come the chief minister of Uttar 
Pradesh (UP) on her own. Although 
she has positioned herself as the 
alternative to UP chief minister 
Mulayam Singh Yadav of the Sama- 
jwadi Party (SP), she cannot reach her 
goal without the support of the BJP or 
the Congress. With Mulayam keeping 
his options open, Mayawati can ill af- 
ford not to. 

The Congress, 
| meanwhile, continues 
to chase her for its 
| own compulsions. It 
would like to win in 
the Gandhi family 
strongholds Amethi 
and Rae Bareli.But it 
has lost several as- 
sembly seats in the 
two constituencies. 
The support of either 
the SP or the BSP 
| could get it home and 
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COALITION POLITICS 


Courting Mayawati 


dry. (Rahul Gandhi is likely to contest 
from Rae Bareli.) The SP however, is 
not in a mood to oblige. It has sent 
Sonia’s advisers into a tizzy by sup- 
porting Congress MLA Akhilesh Singh, 
local muscleman and son of Indira 
Gandhi's election agent Dhunni Singh, 
for the Rae Bareli ticket. Last week, 
with SP help, he even held a rally there 
that was attended by 
over one lakh people. 
Mayawati seems 
inclined to bail out the 
Congress in these two 
seats, but she is de- 
manding a heavy price 
for her support. She 
wants the Congress to 
leave seats for her 
outside UP — Punjab, 
Haryana and Madhya 
Pradesh. The bargain- 
ing is still on. a 
ARATI R. JERATH 


“Conditions apply 


PRIORITY BANKING FROM UTI BANK. 
BECAUSE YOU ARE USED TO THE BETTER THINGS IN LIFE. 


If you like being fussed over; if you like being the center of attention; if you like being treated specially - 
then you'll surely love UTI Bank's Priority Banking. With a host of exclusive facilities, it's not banking. It's pampering. 
° YOUR VERY OWN RELATIONSHIP MANAGER = free CASH & CHEQUE PICK UP & DROP’ 
° INVITATIONS TO EXCLUSIVE EVENTS * free MONTHLY STATEMENT OF ACCOUNTS & PASSBOOK UPDATE 
* personalised FINANCIAL PLANNING SERVICES e exclusive PRIORITY BANKING DEBIT CARD 
- FREE USAGE AT ANY VISA ATM *SHOPPING, DINING & TRAVEL PRIVILEGES 
e WITHDRAW UP TO RS. 50,000/- A DAY FROM ATMS © priority assist - UP TO 999 UTILITY SERVICES 


W UTI BANK 


Solutions for a lifetime 
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Er? 


PRESENTING FREEDOM. THE STUNNING, NEW-AGE WORKSTATIONS FROM FEATHERLITE. 


° 


We help you work bette! Mass customisation Modularity Flexibility Comfort 


Featherlite Products (P) Ltd. 
#2 Timbervard Layout. Mysore Road. Bangalore-26. Tel: 080-674 10006/01553/ 50002 Fax: OS0-6740449 ema: salevarteatherInemdiu.com www-teatherlucmdsa. 


EXCLUSIVE SHOWROOMS: BANGALORE: 2203812/13, 2264010 CALCUTTA: 22291948 22299464 CHENNAI: 28256251 28232764 

COCHIN: 372411,374036 COIMBATORE: 230485,231699 DELHI: 26419789,26483437 HYDERABAD: 27808906 ,2/7802602 

MUMBAI: 24375375,24377384 MANGALORE: 440941 PUNE: 6120688,4012817 GOA: 2224119 VISAKHAPATNAM: 2552047 ,2530770 
DEALERS: MYSORE: 424946 PORT BLAIR: 32683, 30652 RANCHI: 200754 THIRUVANANTHAPURAM: 336959 VIJAYAWADA: 474727474222 
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INDIA-PAKISTAN TALKS 


Es. g di yE 


HE successful conclusion of 
the foreign secretary level 
India-Pakistan talks in Islam- 
abad reflects the realisation 
among leaders of both countries that 
hostility between the two nations is 
costly. Initially, the process was driven 
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Stop, go: The Samjhauta Express 


| awaits the green signal at Attari 


by immediate concerns. Indian prime | 
minister Atal Bihari Vajpayee has elec- | 
tions to face. Pakistani president Pervez 


Musharraf needs international support 
to counter troubles in the army’s ranks. 
Now, both sides are learning to appreci- 
ate the long-term value of peace. 

There are still dangers ahead. Gen- 


| 


eral Musharraf is keen to resolve the | 


Kashmir dispute before he sheds his 
uniform in December this year — an 
impossible task not only in view of the 


50-plus years of history, but also the po- | 
tential tensions over water in the future. | 
India would like Pakistan to dismantle | 


overnight the terrorist infrastructure 





that the ISI has taken 15 years to build. | 
Both sides need to give each other time | 


till they can see signs of sincerity. 
Musharraf has so far been only in- 
structing terrorist groups to calm down. 


He is reluctant to crack down. There is | 
no fresh infiltration. But the offices and | 


training camps of Lashkar-e-Taiba, 
Jaish-e-Mohammad, and Hizbul Mu- 
jahideen are active. Hafeez Saeed of 
Lashkar and Sayed Salahuddin of 
Hizbul are functioning freely. Maulana 
Masood Azhar of Jaish is underground 
and has so far eluded the Pakistani 


army. India needs to be cautious, 
though we need to give Musharraf time 
to move from the policy of calming 
down to crackdown. 

If talks collapse around August-Sep- 
tember (when a foreign ministers’ meet 
is scheduled), it will be impossible to re- 
sume it for years. In the conflict that 
could ensue, at least 6,000 civilians, 
2,500 security forces and 10,000 terror- 
ists in Jammu & Kashmir could lose 
their lives by 2008. About 1,000 Indian 
soldiers could die in Siachen . Mushar- 
raf will find an excuse not to leave the 


| top army post. As he faces turmoil in the 
| army in 2005-2006, he may attempt an 


adventure on the eastern border. 

To avoid a catastrophe, the govern- 
ments have to follow the present ap- 
proach of reason and restraint. Politi- 
cians need to separate Kashmir from a 
point-scoring domestic agenda. Busi- 
nessmen have to go beyond goodwill 
missions to signing real deals. We can 
easily increase official biltateral trade 
from $250 million today to $5 billion by 
2008. A conflict free investment climate 
can help India achieve double-digit gro- 
wth, and help Pakistan cross the growth 
rate of 5%. The options are clear. m 

SUNDEEP WASLEKAR 

The author is the president of 
Strategic Foresight Group, a Mumbai- 
based think-tank 
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BIO ASIA 


Fair fight 


HE Hyderabad-Bangalore 
rivalry in the IT realm is well 
known. It has extended into 

the biotech beat as well. If Hyder- 
abad is wooing biotech majors 
with its ambitious Genome Valley 
Project (a park with animal-testing 
facilities and so on), Bangalore 
plays host to leading lights like 
Biocon, Avesthagene and Auri- 
gene. The garden city also holds 
the only biotech event in the coun- 
try, Bangalore Bio, every May. 

This week, however, another 
biotech event, 'Bio Asia’ kicks off 
in Hyderabad. Targetted at the 
biotech community in South Asia, 
it will showcase Indian research as 
well as be a forum for building 
partnerships. Several VCs are ex- 
pected to attend. Interestingly, the 
AP government has signed on the 
same event management firm 
that has been handling Bangalore 
Bio with a restrictive clause that it 
would not do the Bangalore event. 


2nd Thoughts 


WITHIN aspan of just a few days India 
has played host to the heads of three of 
the world’s largest media companies — 
Bertelsmann, AOL-Time Warner and 
Pearson. Bertelsmann Worldwide chair- 
man and CEO Gunter Thielen met the 
Who's Who of Indian media at a dinner 
hosted by the information and broadcast- 
ing ministry in Delhi. There was Subhash 
Chandra of Zee, Samir Jain of Bennett, 
Coleman, and Aroon Purie of Living Me- 
dia among others. The evening before, 
some of them had dined with AOL-Time 
Warner chief Richard Parsons. Pearson 
chief Marjorie Scardino, too, had come 
calling. So far, no announcements have 
been made. But the grapevine has it that a 
deal is likely between AOL-Time Warner 
and Living Media, and another between 
AOL and Zee. Bertelsmann is still evaluat- 
ing China and India for media and enter- 
tainment investments. Some company 
officials think that the Indian market is 
too ‘small’. Maybe they should have a chat 
with Rupert Murdoch. ms 
VANITA KOHLI-KHANDEKAR 
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The author is chief 
economist, Confederation 
of Indian Industry 


Play 
cricket 
and 
compete 
in today’s 
world 
with the 
grit of the 
Aussies. 
It would 
get us 
used to 
winning 
more 
often 


y omkar goswam 


Some lessons 
from Lagaan 


HIS is a random thoughts article, | 











whose vaguely related ideas sprang 


from my thinking about Aamir | 
Khan's blockbuster Lagaan. Con- | 


sider the story. Our hero — a fine- 


looking, impetuous, rustic lad — reacts to the 
ridicule of an obnoxious English collector by | 


unilaterally betting the village’s future on the 


outcome of a game of cricket — a sport about | 


which neither he nor his mates have the slight- 
est clue. They then begin a process of prepara- 


| tion with the blind leading the blind. Viewers | 
| rollick at the hilarity of it all: a bowler who | 


stands next to the stumps and rotates his arm 
half a dozen times before releasing a round ob- 


| ject that is supposed to be a cricket ball; bats- | 


men who swing the bat at anything and hit by 
mere chance; fielders who can't catch and let 
the ball slip between the feet; and so on. How- 
ever, camaraderie conquers all. The native 11 


| becomes a closely knit team, even though they | 
| can hardly play cricket. Amidst all this, songs | 


and dance happen, interspersed with the ar- 


| rival of a good-at-heart young gori, who is 
| ashamed of her countrymen and nurtures a 


crush for our hero. 

The fateful day arrives. Egged on by the vil- 
lage, the native team puts up a heroic show. To 
no avail. The British pile on a sizeable score 
and, to make matters worse, take a few wickets 
on the cheap. A pall of gloom descends at 


| stumps on Day One. But don't lose heart. Salva- 


tion lies in faith, and so there is an all-night jaa- 


| garan for the local deity. Day Two is an absolute | 
| cliff-hanger down to the very last wicket. And, 


guess what? It is won by the natives with a sixon 


| the last ball — naturally struck by our hero with | 


the gods on his side. The collector’s ego has 


| been ground to dust. Honour is regained. Our | 
| hero is the cynosure ofall eyes, especially those ` 


of his village belle’s. The gori leaves for Old 
Blighty with love in her heart. 
The End. 


Like millions of Indians, I loved Lagaan for | 


its photography, its sheer fun and its moments 
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of cinematic excellence. But over the last few 
weeks I realised that I also loved Lagaan be- 
cause it is so reflective of us. We love heroics. We 
believe that irrespective of how much we screw 
things up, faith will eventually come to our res- 
cue. We love miracles. We love last minute ac- 
tion. And we love being generous in our defeats. 

These aren't attributes that make for win- 
ning in an intensely competitive, globalised 
21st century. Being competitive is a long haul 
where every bit of the delivery machine is con- 
stantly re-engineered to deliver increasingly 
superior value at attractive prices. It is about 
methodical planning, quality, excellence in ex- 
ecution and about never letting the feet off the 
accelerator. It is not so much about heroic 
sprints, but the steadiness and meticulously 
crafted strategy of a long-distance runner. It is 
about winning so often and so frequently that 
we become used to the body language of win- 
ning. It is not about overwhelming headlines in 
virtually every page of the newspaper when we 
beat Australia at Adelaide. Instead, it ought to 
have been about comprehensively thrashing 
Australia at Sydney. Consider this: if Australia 
had scored what we did in our first innings at 
Sydney, would it have let India off the hook and 
play for an ‘honourable’ draw? 

In fact, our Australian tour should teach us a 
thing or two. The Aussies certainly didn't expect 
us to win one test and post over 700 runs ina 
single inning of another. Then see what hap- 
pened. They regrouped and, barring a single 
one-day match, beat us in all — and compre- 
hensively so in Perth and the two finals. Satis- 
fied with our moment of glory in Adelaide and 
the first innings of Sydney, we gave up the rest. 
How did we justify giving up? ‘It was a long tour. 
Also, we did reach the one-day finals. And 
there's no shame losing to the Aussies.’ 

So here's a thought. Let's enjoy Lagaan as a 
film. But let’s play cricket and compete in to- 
days world with the grit and determination of 
the Aussies. That would get us used to winning 
more often. we 
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Invest in a mutual fund, and you'll realize the power of col lective stre 
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One who made it: m 


graduate Dinesh Dhiman earns Rs 22,000 a 
month, and supports an extended family 


OPULAR belief has it that India is haunted by the 
spectre of jobless growth. A few weeks ago thou- 
sands of young men and women across the country 
applied for a handful of railway jobs. Many railway 
stations looked like refugee camps as hopefuls 
camped there for days. There was violence in some 
cities. And there was public anguish over the fact that the 
economy was growing without creating new jobs. Yet the Plan- 
ning Commission claimed a few weeks later that the Indian 
economy created 8.4 million jobs between 2000 and 2002. 
What's up? 

There is ample reason to disregard the new employment 
data — the sample size is too small to make the survey mean- 
ingful. But leave aside such statistical quibbling for some time. 
In a narrow technical sense at least, the complaint about job- 
less growth, at first glance, seems to be a trivial one. 

The Indian economy created over 21 million jobs between 
1994 and 2000. The problem is that over 27 million more peo- 
ple began looking for work in those six years. And the 21 mil- 
lion jobs created paled in comparison with the 76 million jobs 
added between 1984 and 1994. Also, for every percentage 



















Two faces of 


Are Indian 
workers 
setting 
trapped 

in low- 
quality jobs? 
Avinash Celestine 
finds out 


point growth in GDP the economy now 
generates only a third as many jobs as it 
did in earlier decades. 

The result: there were 26 million 
people unemployed in India in 2000, 


DILEEP PRAKASH 


| far more than the 20 million in 1994. The number of unem- 


ployed would have been much larger. But fewer people en- 
tered the labour force in the 1990s than before, partly because 
young boys and girls are now spending more years in schools 
and colleges. 

Every political party will focus on the problem of unem- 
ployment ahead of the general elections. The BJP will argue 
that it has kept the unemployment rate down. It will point to 
the high growth rates of the economy in the last few years and 
argue that this high growth will soon provide jobs to the work- 
ing class. The problem with job creation in the 1990s, however, 
goes far deeper than just 
the numbers of unem- 
ployed, serious though 
that problem is. 


Unemployment is up... 





To understand where 
the bigger issue lies, you 
need to meet someone 
like 27-year-old Dinesh 
Dhiman and 32-year-old 
Poonabhai Patel. Dhi- 
man was brought up in 
Pathankot in Punjab, 
where his father is a con- 
struction contractor and 
earns around Rs 10,000 a 
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month. Dhiman is the only other earn- 
ing member in a family that includes 
his parents and a brother in school. He 
has two sisters who are married. 

After school, Dhiman went to study 
at the Industrial Training Institute (ITI) 
at Saharanpur. He then joined Hero 
Honda in 1996 to work as a welder on 
the shopfloor of its factory in Gurgaon. 
He joined the company on a monthly 
salary of Rs 2,200. 

Seven years later, he earns a salary 
of Rs 10,000 a month. He also gets in- 
centives of Rs 12,000-14,000 per 
month. He got married a year back. He 
lives in an 850-sq. ft, three-room apart- 
ment (rented at Rs 2,500 per month) 
just outside Gurgaon. It is near his fac- 
tory, which he drives to every morning 
on his motorcycle. In many ways, Dhi- Í es 
man breaks the stereotype that many Mo 
people have of an industrial worker. I 

Dhiman and 28 million other work- 
ers like him constitute the elite of In- 
dia's working class — those employed 
in the organised sector. Dhiman is aware of his status. “I con- 
sider myself hugely fortunate,” he says. “Many of the people 
who studied with me in the ITI are desperately looking for 
jobs, or they earn far less than I do.” 

People like Dhiman work in highly productive jobs and 
usually in urban areas. But they are a minority in India’s work- 
ing class. It is the vast majority — over 90% — that works in the 
unorganised sector that is the concern of this survey. 

One of the single most important facts about the Indian 
economy in the 1990s is this: 95% of those 21 million jobs were 
created in India’s unorganised sector — mainly tiny outfits like 
the neighbourhood shop 
which employs less than 
10 workers and doesn't 
keep regular accounts. 
Even in rural India (which 
accounts for three quar- 
ters of the Indian working 
class) the vast majority 
work in unorganised sec- 
tor enterprises. 

The average worker in 
the unorganised sector 
produced just around 
Rs 1,600 of output per 
month in 2000 — far 
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Poona 
Patel, also from the ITI, earns Rs 3,200/month. 
He often asks his brother for financial support 


lower than his peer in the organised sector (See ‘The organised 
sector has been getting more productive...’). Most unorgan- 
ised sector workers produce far less than this. According to ex- 
perts, the productivity of 70% of the jobs in the rural unorgan- 
ised sector is too low (below Rs 1,000 per month) to sustain the 
average worker, unless he or she works in other jobs. 

More than 10 years after liberalisation, the vast majority of 
Indians are still trapped in low-quality jobs that can barely 
sustain them and their families. And these jobs offer no secu- 
rity. This is the reason why although India’s official unemploy- 
ment rate is only around 7%, the poverty rate is far higher at 
26%. Many of those employed cannot earn 
enough to keep their families above the 
poverty line. 

Travel around 1,100 km to the south 
to Silvassa in Daman for another view of 
the Indian worker. Poona Patel works as 
a technician for a small company that 
outsources production from Hindustan 
Lever. Patel’s job is to fill up plastic tubes 
with Pepsodent and Close-Up toothpaste. 


1 MARCH 2004 








[depth o n 


š | V Workers in the organised sector have 
| | been getting more productive than 
if those in the unorganised sector... 





Ratio of productivity in 
organised sector to 
unorganised sector 






1994 
Source: NDP data from S. Sivasubramonian (2004) 
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x | ...but most jobs created In the 1990s 
| were in the unorganised sector 
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Patel has been working for the company for five years, after 
apprenticing at various other small companies, His father is a 
farmer in his village in Navsari in Gujarat, and barely earns 
enough to pay for household expenses. So, 10 years ago, Patel 
decided to leave the farm and study to be a technician at the 
ITI at Billimora in Gujarat. 

Patel and Dhiman have similar qualifications. The differ- 
ence between them lies in how much they earn and their 
lifestyles. Patel started off on a salary of Rs 1,800 and now 
earns Rs 3,200. He and his wife live in a 225 sq. ft house. It is lit- 
tle more than a room and a balcony located in the midst ofa 
village in Silvassa. He pays around Rs 700 as rent. He often 
asks his brother, who works in a secure job in Ahmedabad, for 
financial support. Dhiman shops at Big Bazaar, while Patel of- 
ten buys rice and other groceries from his village (where he 
goes every fortnight) because it is cheaper. “It's very difficult to 
live in Silvassa because things are so expensive here,” Patel 
says. “My brother supports my parents back home because I 
am not able to do so.” Dhiman, on the other hand, supports 
his younger brother's education. 

Says Patel: “My brother has often told me to give up my job 
and stay at home and has offered to support me. However, I 
see no point in that. I need to put my education to some use at 
least.” Patel says that among his batch of 55 at the Billimora 
ITI, about half are unemployed. Dhiman and Patel started out 
with similar technical skills. Since then, Dhiman has moved 
far ahead. Patel is unlikely to do so in the near future. He wor- 
ries about how insecure his job is. 

The problem of Indians being trapped in low-quality jobs 
is likely to get dramatically worse. The Planning Commission 
estimates that about 80-million people will join the labour 
force by 2012. It estimates that if things continue as they are, 
the number of unemployed could rise to 48 million by 2012 
even if the economy grows at 8% each year. And, in keeping 
with current patterns, the majority of those lucky enough to 
get jobs over the next few years will probably end up like Patel 
rather than like Dhiman. 

Two official committees on employment in the 1990s, one 
headed by Montek Singh Ahluwalia and the other headed by 
Planning Commission member S.P. Gupta, have said that 
most additional jobs in India have to be generated in the un- 
organised sector of the economy. Given the dramatic dispari- 
ties between both the organised and unorganised sectors, 
this means that most Indians about to enter the labour force 
over the next few years could be condemned to languish in 
jobs which pay little, are unproductive and offer no security. 

This survey will argue that misconceptions exist about 
what to do about unemployment and low-quality jobs. These 
misconceptions direct policymakers’ attentions away from 
more important issues. 

The next story looks at how we 
reached this stage. It points out that in 
the 1990s, the sectors which had 
acted as a kind of social safety net for 
Indians unable to find jobs else- 
where, were rapidly running out of 
the ability to absorb them. The third 
story looks at the public debate over 
how to increase employment. a 
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Your whole organization has gone through a 
gruelling implementation schedule. At the end of it, 
you discover that you are ready for the business 
environment that existed two or three years ago! 
All this after you have already spent crores. You are 
also told that extensive changes are hard to 
implement and largely unwarranted. 


Now imagine the alternative. You visualize the 
Enterprise Solution that translates your strategic 
objectives into action. You actually see how your 
solution works even before we begin to implement 
it. And keep refining it till you are completely 
Satisfied. Even after implementation, making 
modifications is a breeze. On any scale. Whether 
you need to respond to new business demands. 
Or to counter competition. 


Hard to believe? Ramco Systems has already 
implemented several such Enterprise Solutions 
for customers around the world. On its 
revolutionary software platform called 
VirtualWorks, Ramco Systems builds and 


Is your Enterprise Solution 
getting implemented very close 
to its expiry date? 


assembles comprehensive solutions. To meet the 
unique needs of your business. And adapts and 
modifies the solution as your business evolves. 
What's more, you are free to choose just about any 
technology available. Without worrying about 
getting tied down to it. 


We deliver all this in remarkably short 


time-frames. Best of all, without an expiry date. 


To find out more call: 1600 44 2345 or 


e-mail: info@rsi.ramco.com 
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The trade-off 
= between quality an 
= quantity of jobs 


HY were the vast majority of jobs created in the 
1990s all in the unorganised sector? Has this got 
anything to do with the economic reforms that 
were kicked offin that decade? Or is it just a coin- 
cidence that the two events happened at the 
same time? 
a There seems to be no direct link between the two. Many of 
| the changes that affected the unorganised sector, which em- 
ploys over 308 million of India's workers, would have hap- 
| pened anyway, with or without the reforms. Given the eco- 
|, nomic situation, it was almost inevitable that job creation got 
concentrated in the unorganised sector. 
The biggest culprit has been agriculture. Its ability to em- 
| ploy more people collapsed in a stunning fashion in the 1990s. 
| Of the 76 million people who joined the labour force between 
| 1983 and 1994, nearly 40 million found work in agriculture. 
| Another 27 million people began looking for work over the 
| nextsixyears. But only 220,000 of them found work in agricul- 
s | ture. The rest had to be absorbed elsewhere. 
| Why There have been two main reasons, First, growth in 
| farm output in the 1990s was only a quarter of what it was in 
| _ the 1980s. Second, agriculture’s share of the economy has 
| been falling since the early 1960s — from about 60% to around 
| 25%. At the same time, its share of the labour force declined 
_ very slowly — from about 75% in the Ç ae 
| early 1970s to 64% now. This has | — — 
| meant that the average agricultural Workers ln volvaq I in strikes pete isckouts (7000) 
| worker's productivity, relative to that | 
| ofhis counterparts in industry and | 1,600 1.342 1,418 
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| services, has fallen steadily for years. 1,400 | 1,252 1, 289" 1311 sa 
f Agriculture traditionally provided | , oo a í oo 
= akindofsocial safety net: it absorbed i 954 990 939 981 
| theworkerswhocouldntfind workin | 1,000F | 346 Be =” 
| industry and services. Butsooneror | goo "” — 688 
3 later, farm productivity would have — 
| fallen so low that a worker wouldn't oe 
| have been able to sustain himself 400 
| given the declining efficiency and 300 
= lack of investment in infrastructure 
| for agriculture. He or she would have ° 
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| hadtolookforwork elsewhere. This is 
WM Stikes  Lockouts Source: Ministry of Labour | 


| exactly what happened in the 1990s. 
And what happened to Poonab- 
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7%, according to HLL union sources. 
any one unit has little effect on overall 
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l ount of surplus capacity. “So we end up losing 2 a 


vind Nayar, a senior union official. 
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its. The pharma sector has virtually shut 
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1ods to get its way, It has forged links with 
s main union overseas and has strengthened _ 
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hai Patel. “There was no work at the village so I decided to go to 
the ITI at Billimora,” he says. “There are many people in my 
village who had also decided to do the same thing as there was 
absolutely ne work availabie in the fields.” 

Silvassa has a number of industrial units. Many of Patel’s 
counterparts who work in them share a similar story. Most 
come from Maharashtra or Gujarat, and many of thern are 
from agricultural backgrounds. Almost all decided to train at 
ITIs because of the lack of work in their villages. “My father is a 
farmer in a village near Valsad,” says Meenu Patel, a worker in 
a nearby unit. “He earns very little to support himself frorn the 
fields — barely Rs 2,000. That's why I decided to join the ITL” 

They hoped to get jobs in large companies. But when 
many of these ITI students, who are currently in their late 20s 
or n 30s, stares se for won after their TamNE in Ss 


in the À sector, were going (haah a per iod ae pun- 
ishing restructuring and were in no state to hire anywhere 
close to the number of people looking for work at that time. 

Instead, they were shedding jobs. In the 1990s, according 
to official estimates, Indian companies shed over 870,000 jabs. 
This is probably an underestimate. Again, however, to blame 
this solely on liberalisation is to miss the bigger picture. 
Organised Indian industry had begun to lay off workers in the 
1980s itself. The layoffs were limited to a few industries like 
textiles, but gradually spread to many more sectors in the 
1990s. Organised industry as a whole added only around 
930,000 jobs between 1994 and 2000 (in net terms). 

Within the organised sector, the public sector virtually 
stopped hiring. The private sector continued to hire, but not 
enough to absorb the additions to the labour force. Instead, 
there was a reverse flow from the organised sector to the unor- 
ganised. This has been the fate of many workers who took vol- 
untary’ retirement from public and private sector firms. 

Take the case of 45-year-old V.T. Ghag. Till 2001, he had 
spent 25 years of his life working for Voltas at its cooling appli- 
ances unit in Thane. He started off as an unskilled worker fresh 
from school, but gradually acquired a set of skills and worked 
his way up to the point where he was earning around 
Rs 10,000 a month. In 2001 the company announced that it 
was shutting down the unit and shifting production to Dadra 
and Nagar Haveli. The union demanded the 
company provide work, but for over a year 
and a half, ali that the workers did at the 
Thane plant was punch in and punch 
out. The closure went into litigation. 
Because of that, the VRS (Rs 4.17 lakh) 
hasn't been paid to the workers yet, 

Three years later, Ghag is still with- 
out work. To support his wife and two 
children (one in college and the other in 
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school), he does two jobs. Two days 
in the week, in the morning and 
evening, he gives classes in tabla to 
u S See | children in the neighbourhood. “My 
PE : father-in-law then offered me a job 
in his restaurant in Lalbagh making 
home deliveries of food around the 
area,” says Ghag. So for three days in 
the week, Ghag leaves his home at 9 
a.m. in the morning for the two-hour 
journey to Lalbagh. He works till 11 
in the night with a three-hour break 
in the afternoon. He reaches home at 
1.30 a.m. He gets paid in kind —- 
groceries and rations for the house. 

The pointis, agriculture and the organised sector together 
account for around 70% of the total employment in the econ- 
omy. With both these sectors unable to absorb labour, the 
burden fell entirely on the unorganised non-farm sector. 

That’s probably why employment growth rates in the un- 
organised non-farm sector have been so high compared with 
those in the organised sector. 

This goes against trends observed the world over. In the 
1960s, Simon Kuznets, an economist, studied the process of 
what he called ‘modern economic growth’ in the developed 
West, and pointed out a number of trends common to most 
countries there. As these nations grew, there was a rise in the 
number of large firms and a sharp reduction in the propor- 
tion of self-employed workers and workers employed in small 
family-run units in the labour force. Many began to be em- 
ployed as hired labour in the ‘organised sector’. 

“By this criteria, it looks as if the historic process of mod- 
ern economic growth has been put on hold in India,” says 
Sheila Bhalla, an economist with the Institute for Human De- 
velopment in Delhi, who has done important research on the 
unorganised sector. Large corporate firms account for a 
growing share of output in the economy, but the unorganised 
non-farm sector accounts for almost all the new employment 
in recent years. 

But, as seen in the previous story, the productivity of the 
unorganised sector is falling relative to that of the organised 
sector. Given that the absolute levels of productivity in the un- 
organised sector are already low as compared to those in the 
organised sector, that difference is only getting bigger. 

The unorganised sector then, is in a similar position that 
agriculture has been in the last few decades — it accounts for 
a falling share of total output but its share of employment is 
growing. Can it provide the jobs that are needed? And at the 
same time ensure that those new jobs are productive 
enough? Ominously, growth rates of em- 
ployment in the unorganised non-farm 
sector are also falling — from 5.82% 
in the mid- 1980s to around 3.15% 
between 1994 and 2000. 

This is a ticking bomb. In the 
next story (on page 30), we look at 
the debate over how to tackle the 
unemployment problem and the is- 
sue of ‘productive’ employment. 
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UCH of the public debate over employment in | 
India and how to increase it has tended to circle | 


edly inefficient labour laws. According to current 
gospel, a flexible labour market — which gives 
= companies more freedom to hire and fire work- 
| ers— would dispel the fear that has prevented large compa- 
| nies from employing more workers. Is that really so? 
u Many laws govern labour legislation in India, but the one 
central to this debate is the provision in the Industrial Dis- 
< putes Act which makes it necessary for companies with 100 or 
| more workers to seek government permission to close down 
| factories and sack workers. Till the 1970s, the provision was 
mited to factories with 300 or more workers. In 1982, the law 
was tightened. The argument is that because these laws make 
| it difficult for companies to ‘restructure’, firms are much more 
| reluctant to hire workers — they know it's a problem to fire 
| them when bad times come. Recently, Yashwant Sinha, then 
finance minister, proposed raising the bar to 1,000 workers. 
The debate over labour laws, and the importance given to 
them, obscures issues which are far more important. First of 
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Anew labour law is 
the least of Indias 
job worries 


all, for over 91% of the labour force in the unorganised sector, 
the vociferousness of the debate around this single issue is ir- 
relevant. Hardly any of them are subject to the laws anyway. 
They have no rights to speak of. 

Second, in the 1980s, in the decade that labour laws were 
supposed to have been tightened making it more difficult for 
companies to sack workers, over 2.27 million of the around 25 
million workers employed in the organised sector lost their 
jobs either due to retrenchments or lay-offs. In the 1990s, an- 
other 871,238 workers lost their jobs. This is official data. Be- 


_ yond this, many more took ‘voluntary retirement in the 1990s. 


And union leaders and labour activists point out that many 
companies, mostly small ones, have simply closed down 
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without permission from the government. 

Research shows that most of the layoffs in the 1980s hap- 
pened in cotton textiles and food products, which then ac- 
counted for a third ofemployment in the organised sector. Yet, 
between 1983 and 1994, total employment in the organised 
sector (outside agriculture) actually rose by 2.71 million (in net 
terms). Similarly, between 1994 and 2000, organised sector 
employment grew by around 930,000 workers (net). The point 
is: when it comes to hiring and firing workers, companies in 
the organised sector are influenced by issues like demand for 
products, competition, obsolete technology and the general 
state of the economy far more than they are by labour laws. 

Even in the West, the link between so-called ‘rigid’ labour 
markets and unemployment is less clear-cut than it seems. 
The argument there goes that high rates of unemployment 
benefits, strong unions and employment protection laws 
make it costly for firms to hire workers. Thus in Europe, with its 
more ‘rigid’ labour market, unemployment is much higher 
than in the US. This argument was widely put forward towards 
the end of the 1990s, when unemployment rates in the US fell 
to historic lows, while in Europe millions were out of work. An- 
alysts argued that if Europe wanted to increase employment, 
it would have to make labour markets more ‘flexible’ 

However, within Europe, there are tremendous variations. 
Research shows Spain had unemployment rates of around 
20% in the late 1990s, while Sweden, with its strong employ- 
ment protection legislation and highly developed welfare 
state, had unemployment between 2% and 8% in the 1980s 
and 1990s (it increased in the 1990s). It was the same in the 
Netherlands — fairly high levels of worker benefits, yet fairly 
low unemployment rates (5-8%). Again, it's not that there is 
absolutely no effect of ‘rigid’ labour markets on unemploy- 
ment; it’s just that the link is far weaker than many suppose. 

So what are the important facts that policymakers need to 
look at in India? Agriculture still employs over 60% of the 
labour force. Its ability to employ more labour and employ 
them productively is almost gone. The productive jobs are 
mostly in the urban areas and in many sectors, businesses are 
getting increasingly urbanised (See ‘The Rural-urban Divide 
In India’). This shift, as Bhalla points out, is most prevalent in 


highly developed states of north-west India (like Haryana), | 


coastal-west India (Gujarat and Maharashtra) and the south- ' 


ern states like Tamil Nadu. Businesses in the BIMARU states 
are still mainly rural; it is these states that have very low levels 
of labour productivity relative to the more developed ones. 
The unorganised non-farm sector, especially in rural ar- 
eas, which provided most of the jobs in the 1990s, is falling be- 
hind in productivity as compared to the organised sector. Its 
ability to employ more people is also slowing down. This is 
partly because of liberalisation measures like dereservation of 


small-scale industries but also because of broader changes — | 
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| OW much has the rising levels of education 
| and literacy of the workforce in the country 
i contributed to economic growth? Between 





economist S. Sivasubramonian, in India the 
contribution hasn't been much. Between 1951 and 
2000, of total economic growth per annum, education 
contributed just 3.64%, Moreover, the importance of 
education in economic growth fluctuated over the 
decades and reached a maximum of 4.67% in the 
1970s. In the 1980s, its contribution to growth was 
3.22%, which fell further to 2.39% in the 1996s. 

This is not surprising. In 1999-2000, although the 
proportion of illiterate workers had fallen to 44% from 
57% in 1983, the proportion of workers who had 
studied up to secondary school and beyond rose from 
just 11.88% to just over 19%, The proportion of 
vocationally-trained workers is around 5.35%. In 
contrast, over a fifth to a quarter of the workers in 
countries like Botswana, Colombia and Mexico have 
received some vocational qualification. 

if you do get educated, what are the chances of 
you getting a job? In India, close to one in four workers 
with technical education were unemployed at the end 
of the 1990s. That proportion has remained roughly 
the same for over 20 years. 





such as greater linkages between rural and urban areas as 
transport develops. 

Finally, as Bhalla points out, because workers in rural agri- 
culture and in the rural non-farm sector are so unproductive, 
they are also extremely poor. This is a big reason why India’s ef- 
forts in reducing poverty have been less successful 
compared with countries like China. 

It's obvious that the organised sector 
has to provide employment at a faster 
rate than at present. The Gupta com- 
mittee report is however sceptical 
that the sector can make any sub- 
stantial contributions to employ- 
ment even if it grows fast. This is due 
to its small size. So where else will the 

































| HINAs economic reforms, which began in 1978, 
triggered one of the biggest mass movements of 
labour in peacetime ever known as tens of 

millions of workers left the farms and villages for the 
cities to search for jobs in manufacturing and services. 
During the days of communism, movements of labour 
from rural to urban areas were restricted. The removal of 
those restrictions meant that China's migrant labour 
force rose from less than 20 million in the 1980s to 
‘between 40 million and 100 million in the mid 1990s. In 
some urban areas in China, rural migrants comprise a 
fifth of the population. It’s one of biggest waves of 
urbanisation in history. 

Because of its large population as compared with the 
available landmass, rural China has always had a prob- 
lem of too much labour and not enough productive jobs 
to go around in agriculture. Before the reforms, the 
Chinese used such labour skilfully though — by building 
massive irrigation projects and through other 
investments in agriculture. Also, the Chinese encouraged 
the growth of rural industry and enterprises. Thus, such 
investments and rural industry acted as a pressure valve 
to relieve surplus labour in agriculture. Despite this, a 
labour surplus existed. 

When restrictions on migration were removed, this 
surplus labour headed to the cities in millions. This huge 










While one measure of the job quality 
is how productive it is, another 
measure is about how secure it is 
and the ease with which a company 
can fire you. According to a survey* 
conducted across 1,300 firms, the 
proportion of non-permanent jobs 
rose during the 1990s. Larger firms 
{employing more than 500 workers) 
were more likely to hire non- 
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: gg non-permanent 
productive jobs come from? This survey can at most attempt a 
very sketchy outline of possible solutions. 

One way is to increase productivity in agriculture itself. Ac- 
tually this has benefits which extend far beyond the sector. Re- 
search has found that levels of productivity in agriculture sig- 
nificantly influence levels of productivity in the non-farm 
unorganised sector, both in rural and urban areas. Unfortu- 
nately, annual levels of capital formation in agriculture have 
virtually stagnated over the 1990s and have picked up only 
marginally in the last couple of years. Capital formation in 
agriculture as a share of total capital formation in the econ- 
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omy actually fell in the 1990s, and is at around 7%. 

The other way is to improve infrastructure, not only in 
agriculture but in rural areas as a whole. States where the rural 
unorganised sector is most productive are those where rural 
infrastructure — transport, power and social infrastructure — 
are the most developed. Indian agriculture is still struggling to 
break away from its dependence on cereal production. An 
elaborate web of food-processing industries, cold chains and 
support services could do two things — increase farm in- 
comes and create millions of new jobs. Although many busi- 
nesses are getting urbanised, there are a few sectors like 
wholesale trade, transport, animal husbandry, construction 
and restaurants which have grown in rural areas. Linking rural 
businesses with the wider world could do more for employ- 
ment than changing parts of the labour law. 

This actually makes it easier for policymak- 
ers — and tougher. The political sensitivi- 
ties over labour law reform are ulti- 
mately less important. The real issue is 
that to solve the problems of rural 
and agricultural infrastructure, we 
will need far more money and com- 
mitment than what the Central and 
the state governments have been will- 
ing to give so far. 
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_When that dream 
job is a nightmare 


EE) Mahesh Murthy advises, WO hundred and forty-eight. It | interests outside of work? I said, yes, absolutely. 
guides and occasionally sounds even bigger in words. That’s | His reply: no surprise he wasn't hired. He 
ba p oiie sos peepee He how many responses have comein | told me this IT giant had figured out that the 
mahesh@passionfund.com | to the last article Failing To Succeed. | work they had in programming was dull and 

And they keep coming in, squeak- | staid— building accounting systems for back- 
ing past the anti-virus, landing in my inbox, | ward American companies and so on. They 
asking for a reply. | saw from experience that putting somebody 

That seems a little difficult now — this is | with interests beyond lines of code would cre- 
more feedback than I've ever received for any | ate an unhappy employee, and that led to bad 
article I’ve ever written. And in keeping witha | vibes spreading and, eventually, people leav- 
hopelessly outdated principle, I will reply to all. | ing. Better, they figured, to hire not for person- 
I just don't know when I can manage that. That | ality — but for lack of it. Hence they tended to 
backlog has grown ominously large—I’m more | pick people with no interests outside the acad- 
than a month behind on email. emic and with high thresholds of boredom. 

So what have you written about? A frequent It made sense to me. When I’ve hired for 
thread is your confession that you couldn't get | start-ups I’m involved with, I look for absolutely 
into the company you wanted to, andthatwasa | the opposite. I have a deliberate bias against 
huge blow to your ambition and ego — andit | toppers and others who have no extracurricu- 
depresses you. Others had the opposite prob- | lar interests. I’ve found that young firms need 
lem: they got the job they always wanted, but | people who can think on their feet. Typically 
aren't enjoying it, and think there’s something | the candidates who do well are those who have 
wrong with them — and that depresses them. | a huge amount of fun outside the curriculum, 
How do I tell you that a dream job is often x study only at the last minute, and still manage 
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anything but? Let me tell you about ajunior of | to come in the Top 15 percentile in class. They 
mine from school days. Brilliant guy. Friendly | cope well with start-up chaos. 

and outgoing. Funny as heck. Talented and Makes sense to me that a large, mature 
knowledgeable software pro. Good with the | company will look for the contrary. They don't 
guitar and the ladies. Worked in the US witha | want the boat-rockers. They need the steady- 
top multinational, had to come backto Indiaas | and-true. So what does this mean for you and 





his dad was unwell. your dream job? 
To O of ten, He decides on his dream company in India: Stop thinking that just because a company 
the J ob those-large-IT-guys-in-Bangalore that every- | is admired, it's right for you. If you don't get in, 
one admires. Goes for an interview there, andI | or don't fit in, it may not be because the com- 
th at know it must have been a cakewalk forhim. He | pany is too good for you. It could be because 
calls to say it went well. Till I hear a week later | you're too good for them. 
eve ryb O dy that he didn't get the job. And, with shock in his So adjust your expectations to the type of 
: voice, he tells me that other people we both | person you are. If you're extroverted and ambi- 
wants 1S know — certainly more plain vanillathan him | tious, a smaller, more entrepreneurial firm is 
th e : O b — were in. I had no idea how to explain this. right for you. If you're already stuck in a highly- 
J Till I met the gent who ran a firm that re- | respected but highly-boring firm, take the ex- 
th at ; S cruited thousands of people a year for the said | perience for whatitis. Cope with it. Or get out. 
Bangalore IT company. I casually mentioned Don't underestimate yourself. There is no- 
WTO ng the case, and asked what could have happened. | thing called a career now. It’s not your job to fit 
His first question was whether this boy was | yourself to a company’s profile. But to make the 
fo r you extroverted, the life of parties, and did he have | companies— and the jobs you do — fit you. W 
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ttter pill? Dr. Reddy’s and 


Pfizer battle over 
a blockbuster. A 

—  ————— — case that could set a precedent for 

Laboratories neeivedalene. generics versus innovator wars 





from the United States Food 


(USFDA). The gist of it was 





Drug Application (NDA) for AmVaz filed 
in 2001. — 


year and two months ago, Dr. Reddy's 
was uncorking the champagne after 
winning a bruising court battle against 
the world’s biggest pharmaceutical 
company over the right to market Am- 
Vaz in the US. On 17 December 2002, a 
district court in New Jersey had ruled 
that AmVaz was not infringing on 
Pfizer's patent extension right for its 
blockbuster hypertension pill Norvasc. 
(AmVaz uses the same active chemical 
as Norvasc, but combines it with a dif- 
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ferent salt.) With an FDA approval for x 
AmVaz already obtained in October ` 
2002, Dr. Reddy's was on a high. And the | 
whole generics industry was cheering 
_ are that Norvasc’s annual sales, which 
Although Pfizer took the case toa 
higher court, everyone was sure that | 
Dr. Reddy’s would eventually get the ` 
| _ generic is launched in this period. 
_ ter shows that Dr. Reddy’s might just | 
| have underestimated the extent to How The Battle Began 
| which an American patent holder 
| patent on a class of compounds that 
In many ways, the long-drawn Pfizer | 
versus Dr. Reddy’s case is a pointer to the _ 
pharma battles to come. If Dr. Reddy’s | 
wins the right to market AmVaz, the | 










$5 million or so it will have spent on le- 
gal fees will be small change compared 
to the millions it can expect to earn by 
eating into Norvascs turf. Projections 


are currently $3.8 billion, will be $4.1 bil- 
lion by 2007. Imagine the hit Pfizer will 
take if a 20-40% discounted branded 


In February 1986, Pfizer was granted a 


treats heart disease and hypertension. 
Patent 909 covered the molecule am- 
lodipine, including two of its salts, am- 
lodipine besylate and amlodipine 
maleate. In 1987, Pfizer filed another 
patent application for amlodipine besy- 
late salt specifically, as studies showed it 
was far superior in treating hyperten- 
sion. Pfizer marketed that salt as Nor- 
vasc. In no time, Norvasc 
grew to be Pfizer's 
third-largest drug. 
As the patents 
expiry date, 25 Feb- 
ruary 2003, neared, 
Pfizer went into 
overdrive, filing fora 
Patent Term Exten- 
sion (PTE) under 
ie. (he Hatch-Wax- 
Ü man exten- 
sion rules. It 
claimed that regulatory 
approval had cut the life of 
the patent, and managed to 
get a further marketing ex- 
clusivity till 31 July 2006. 
Enter Dr. Reddy's. After 
scouring Pfizer's new patent ap- 
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INTERVIEW/G.V. PRASAD 
“We’ ll depend more on innovation” 


Are we going to see Dr. Reddy’s getting embroiled in more legal battles from now 
on? BW quizzes chairman G.V. Prasad on AmVaz and more. 


E How important is AmVaz to Dr. Reddy’s? Will you risk launching the 


drug after the USFDA re-evaluation? 


AmVaz is very significant to Dr. Reddy's. The decision of the court in our 
favour would mean a substantial upside in terms of revenues and growth of 
the firm. It would also kickstart our speciality business. If the decision is not 
in our favour, it just delays our speciality business plans but we go ahead in 
any case. We have filed two more NDAs under 505(b)2. 

No, we will wait for the court's decision before we launch AmVaz. 


J Why is the court delaying its decision? Is there political pressure? 

I don't know. It is extremely rare that a decision will stay pending for more 
than six months. Although we had projected that the launch of the product 
would be in the first quarter of 2004, I don't think the delay is political. 


W Isn't the USFDA's re-evaluation of a product which has already been 


approved rare? 


Yes, it is. But the FDA has clarified it wants to be sure that 
one of the reviewers has not made a mistake. 


E Is your strategy going to change after AmVaz’s pro- 


tracted legal battles? 


We will continue to meet the requirements in the cate- 
gories that we feel have unmet needs. But in future we will 
depend far less on legal interpretation and more on inno- 


vation and value addition. 


plication, it found that while the original 
patent was for both the salts, the PTE 
was only for the besylate form. In 2001, it 
filed an NDA for the other salt, amlodip- 


ine maleate, under USFDA’s 505(b)2, | 


seeking marketing approval. 

The 505(b)2 route allows copies of 
branded drugs, which contain different 
chemistry to the original, to be ap- 


proved through an NDA. However, the | 
application is not required to provide ` 


the proof of safety and efficacy that a full 
NDA requires, providing an easier route 
for approval, with greatly reduced costs. 
Sure enough, by 31 October 2002, 
USFDA had granted Dr. Reddy's an ap- 
proval to sell amlodipine maleate. 
Pfizer, however, was in no mood to 
share its exclusivity. It sued Dr. Reddy's 
for patent infringement, insisting that 
its PTE covered the entire scope of am- 
lodipine. But it lost the case in the New 


Jersey district court. Dr. Reddy's victory | 


was shortlived as Pfizer appealed to the 





US Court for the 
Federal Circuit. A 
three-member ` 
bench heard all 


the arguments on 9 July 2003. A decision 

| is overdue now. | 
Meanwhile, Pfizer also attacked the | 
| Big Pharma has its counteroffensive 


USFDA approval through a citizen's pe- 
tition, protesting against “the FDA'S 


unauthorized reliance on or use of an | 


innovator’s proprietary data to approve” 
Dr. Reddy's AmVaz. Pfizer’s contention 
was that Dr. Reddy's couldn't have got an 


approval if the USFDA hadn't used | 


Pfizer's data from its Norvasc NDA to 


make a determination of safety and effi- | 


cacy on Reddy's maleate salt. This 
forced the USFDA to send the letter that 
Dr. Reddy’s received on 5 February. 


Which Way Will The Wind Blow? 


| Alleyes are now on the verdict of the ap- | 


pellate court as this is expected to have 


ramifications for other firms facing | 
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patent extension-related legal battles. 
According to senior intellectual prop- 
erty analysts, the bench will consider 
the scope of patent rights during PTE 
under the Drug Price Competition and 
Patent Term Restoration Act. 

Pfizer, meanwhile, will be only too 
pleased at the delays hitting AmVaz’'s 
launch, as it will provide valuable time 
to Norvasc to generate further 
revenues without competition. For 
Dr. Reddy’s, which raked in $60 million 
on its anti-depressant Fluoxetine, a 
generic of Eli Lilly’s Prozac, in the 180- 
days exclusivity period, the time lost 
could mean a huge potential revenue 
loss. With two and a half years to go till 
Pfizer's PTE expires, even if AmVaz gets 
only 10% of Norvasc’s $3.8-billion mar- 
ket, it can earn four times as much as 
Fluoxetine. 

The industry view in the US and In- 
dia is that it is only a matter of time be- 
fore Dr. Reddy’s 
gets to market 
AmVaz. HSBC, in 
a recent report 
noted that in view 
of the “favourable 
judgement by the 
lower court, we 
remain confident 
that Dr. Reddy’s 
will secure ap- 
provals” and the 
product will be 
launched by April 
2004 latest, 
boosting earn- 
ings by 50% by 2005. 

Even as generic firms are increas- 
ingly beginning to win patent battles, 
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ready. Reports from the labs suggest that 
we could soon see new super combo- 
pills. For instance, Pfizer has filed with 
the USFDA for a combination of Nor- 
vasc and Lipitor, its blockbuster chole- 
strol-lowering agent, and could be 
ready to market a fused pill called 
Caduet as early as 2004. If that happens, 
not only will Pfizer be better prepared 
for an off-patent Norvasc world post- 
2007, but it will also help lift the sales of 


| its $8-billion Lipitor, which is under at- 
| tack from generics, including Ranbaxy’s. 


So, from here, the bruising battles 
that we see in the pharma world can 
only get even more exciting. Ë 
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At this point of time, the stars do not seem to favour 
=. the Indian Institutes of Management. Dr Murli 
Manohar Joshi is getting the better of them. 

And that is not necessarily a good thing.By Indrajit 
Gupta with Navjit Gill 


HEY obviously don’t teach 
guerrilla warfare at the In- 
dian Institutes of Manage- 
ment (IIMs). Otherwise, the 
IIM directors might have 
been able to divert the hu- 
man resource development 
ministry's attention towards the real is- 
sues dogging Indian management. But 
the IIMs do teach a potent brand of pub- 
lic relations management — and they 
are now trying to mobilise public opin- 
ion against the ministry's actions. So far 
though, the Honourable HRD 
Minister, Murli Manohar Joshi, 
has refused to blink. Even the 
Supreme Court seems to agree 
with the minister's views. The 
IIMs aren't just meant for the 
elite, noted Chief Justice Khare 
last week, while adjourning the 
hearing of the public interest 
litigation filed by two IIM 
students. 

The unseemly spat — be- 
tween a self-righteous minister 
and an equally rigid bunch of 
academics — shows no signs of 
abating. Shortly after the 
Supreme Court's observations, 
Joshi’s ministry went into over- 
drive calling a press conference 
to proclaim that his stand had 
been vindicated. Not to be out- 
done, Infosys founder and 
chairman of the IIM-Ahmed- 
abad board N.R. Narayana 
Murthy, and Hindustan Lever 
chairman and IIM-A alumnus 
Vindi Banga decided to take 
their case to prime minister Atal 
Bihari Vajpayee. But till date, 
the PM has refused to be drawn 
into the controversy. 


Clearly, there are quite a few Ha š its H = LF LA 


strands to this shrill debate. But 
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much of it boils down to two specific is- 
sues: autonomy and access. For one, 
does the government have the right to 
regulate fees and other administrative 
issues in India’s premier academic insti- 
tutes, which it partly funds? Two, are the 
IIMs guilty of inadvertently deterring 
economically weaker students from ap- 
plying? Framed as such, it is no surprise 
that the debate is so polarised. There are 
a few who feel higher education in this 
country is the preserve of an exclusive 
club — and that needs to change. Oth- 
ers feel the government has no business 
meddling in education — and should 
give the IIMs the autonomy to run their 
own affairs. 

Yet, the issue isn’t as simple as it 
seems. Across the world, higher educa- 


tion systems —beitin the US, the UK, or | 


the rest of Continental Europe — are 
mirroring the dilemma. 

Everybody wants a university edu- 
cation. It is seen as the passport to a job 
and a better life. Politicians, of course, 








i 


are fully aware of this sentiment. In 
many countries in Continental Europe 
like France and Germany, every under- 
graduate is almost guaranteed a univer- 
sity education. And so, over the years, 
universities have had to shed their garb 
of exclusivity and embrace what some 
academics describe as the ‘massifica- 
tion’ ofhigher education. 

More is not necessarily better. With 
an increasing number of students pass- 
ing through their portals, universities 
have upped capacities, leading to vari- 
able quality. There is evidence to suggest 
that students who come into the univer- 
sity system don't always cope well with 
the pressures and drop out. Or, worse 
still, some who do pass through the sys- 
tem don't make it in the job market, 
leading to considerable disenchant- 
ment with the university system. 

Then there is the highly-charged is- 
sue of funding and who should bear the 
cost of the education. Should the state 
and, therefore, the taxpayer, be ex- 
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pected to subsidise higher 
education? This is far from 
clear. At one level, most uni- 
versity students are from 
‘better-off’ families and so 
subsidies can become an 
absurd case of the poor pay- 
ing for the rich. Besides, the 
individual himself stands to 
benefit economically from 
higher education and that 
merely strengthens the case 
that he should pay for it at 
least in part, if not in full. In 
developing countries, it is 
tempting to argue for gov- 
ernment subsidy. But faced 
with a funds squeeze and 
other commitments like 
healthcare, pensions, etc., 
most governments are often 
hard-pressed to maintain 
the same level of support. 

Now, these same issues 
— pressure on enrolments, 
patchy quality and hefty 
subsidy — are symptomatic 
of the Indian management 
12 education system as well. 
But none of these knotty 
problems can be solved 
without each of the stake- 
holders (the government, 
private enterprise and the 
institutions themselves) sitting together 
and engaging in constructive dialogue. 
Or for that matter, without a robust na- 
tional debate. 

That spirit is conspicuous by its ab- 
sence. Consider what transpired at the 
crucial 31 January meeting between the 
HRD minister and the six IIM directors 
to resolve the impasse. The meeting was 
held in camera at 3:30 p.m. This was the 
first time that most directors were meet- 
ing the minister. There were nine people 
at the meeting: the honourable minister 
himself, the directors of all the IIMs, the 
secretary for education S.K. Tripathi and 
joint secretary V.S. Pandey. 

The meeting went off ‘reasonably 
well’. Except for one issue: the question 
of lower fees was raised and when the 
directors tried to argue, they were told 
firmly that the minister would decide 
the issue. But for that contentious point, 
the directors left the meeting feeling 
that the door to future dialogue had 
been opened. 


Picture courtesy: HINDUSTAN TIMES 


Just a week later, it seemed that the 
g door had been rudely slammed. The 
_ ministry issued an order slashing the 
' IIM fees by 80% to a floor-hugging 


a, Rs 30,000a year. 


Once the chapter with the IIMs is 
closed, the ministry will train its sights 
on private management schools that 
fall under the All India Council for Tech- 
s nical Education (AICTE). A government 

_ spokesman says: “What the ministry 
does about the fees in privately man- 
aged institutes will be in accordance 
| with the Supreme Court ruling in the 
| TMA Pai case (which called for reason- 
| able fees). Some state governments 
_ have already fixed the fees in technical 
-institutes in line with the ruling.” 

_ There have been whispers that the 
management schools will be forced to 
_ cut fees to Rs 40,000. As the accompany- 
ing graphic shows, this could ensure 
that the private sector cannot provide 
| quality education. Unlike the IIMs, 
these schools aren't dependent on gov- 
| ernment grants. Quite a few of them pri- 
vately say they will approach the courts, 
if they are forced to take a fee cut. The re- 
-sult: the management education sys- 

tem is likely to be plunged into com- 


pletely unnecessary legal wrangles. 

Things need not go that far. But for 
that to happen, Joshi has to appreciate 
the likely fallout of his order. 

Since the early 1990s, the IIMs have 
been encouraged to reduce their de- 
pendence on government funding and 
rely on self-financing. That is why fees 
were raised. Now, as a rule, self-financ- 
ing is a good thing — it keeps bureau- 
crats at bay and, most importantly, al- 
lows academic autonomy for an 
institution that has earned it. So why is 
the government now changing tack? 
The official spokesman in the HRD min- 
istry claimed that it had never quite ac- 
cepted the specific provisions of the 
Kurien committee report which recom- 
mended a hike in fees. And that the 
claims of loss of autonomy are bogus. 
“The ministry has been giving Plan 
grants (it was Rs 2.7 crore each for HM-A 
and IIM-Bangalore in 2002-03) and 
non-Plan grants to the IIMs over the 
years. That has not led to a loss of auton- 
omy. The IIMs come under the ministry. 
Just the fact that the ministry has not ex- 
ercised control so far in line with its so- 
cial objectives does not mean that the 
control doesn't vest with it.” 


Needed: A crash course in math 


AICTE lays down the minimum norms that an institute must comform to. If you tot 
up the costs of providing education at the minimum level, they come up to four 


times more than Rs 30,000 a year: 





COST HEAD 





MINIMUM STIPULATION ` 


ANNUAL CHARGE ` 





FACULTY 

Teaching staff 7 members at Rs 3.5 lakh each Rs 24.5 lakh 

ADMINISTRATION 

Staff 20 members at Rs 1.5 lakh each Rs 15 lakh 

Library 100 new titles plus 30 journals Rs 2.1 lakh* 

Computer centre 20 PCs accessible for 12 hrs a day Rs 1.5 lakh* 

as oem ea a a 3 uQ, 2 

(Land and building) 21000 sq. mtrs and 3,319 sq. fe oa 
' š Four OHPs, one 35-mm slide projector * 

Teaching aids and one VCR with monitor and accesories Rs 50,000 

OTHER OVERHEADS 

Power, telephone, 

stationery, study Rs 10 lakh 


material, etc. 
APPROXIMATE TOTAL COST 






** Land and minimum constructed area, res 






AVERAGE COST PER STUDENT (for a batch of 60 students) ` 
* Recurring cost only (without considering initial investment) 
pectively 






Rs 68.6 lakh 
_ Rs 1.14 lakh 


Source: 8-schooil estimates 
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It is hard to argue with this line of 
thinking. The government did help set 
up the HMs — and still continues to 
partly fund them. But why did it sud- 
denly adopt a hard line stance? 

A few years ago, the expenditure re- 
forms committee set up by the govern- 
ment had recommended that all the au- 
tonomous institutions which received a 
grant from the government to the tune 
of Rs 5 crore would have to sign a mem- 
orandum of understanding (MoU) with 
the government. That's why the govern- 
ment has been pressurising the IIMs to 
sign MoUs, which would effectively give 
it control over all the resources of the in- 
stitutes. Now, if the IIMs did sign the 
MoU, the government will be able to 
dictate even how the institutes spend 
the funds they earn through their own 
research, consultancy and executive de- 
velopment programmes. So the three 
older IIMs — Ahmedabad, Calcutta and 
Bangalore — proposed an alternative 
MoU which would let the government 
exercise control over just the portion 
that it puts up every year. The govern- 
ment simply rejected the draft MoU. 
This is the genesis of the continuing tus- 
sle between the state and the IIMs. 

Things reached a flashpoint when 
CAT, the IIM entrance exam, got leaked 
in December. That's when the ministry 
decided to go on the offensive, stepping 
up its demands for scrapping CAT and 
replacing it with acommon national en- 
trance exam for all management insti- 
tutes, and for a whopping fee reduction 
from Rs 1.5 lakh to Rs 30,000. 

At one stroke, the fee cut will ensure 
that the revenue surplus that helped the 
HMs avoid signing the MoU would sim- 
ply vanish. How? An IIM-A, for instance, 
has a total income from all sources of 
about Rs 40 crore and it, in turn, incurs 
an expenditure of about Rs 38 crore. If 
the fees were slashed, it would make the 
institute dependent on government 
grants. Already, the government has 
control over issues like pay scales, the 
director's appointment and total faculty 
size. The obvious fear is that soon the 
government would even begin to dic- 
tate faculty recruitment and course de- 
velopment. (It isn't an irrational fear ei- 
ther, given Dr Joshi’s moves to introduce 
courses like astrology in the university 
curriculum.) 

Of course, the idea of a common en- 
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trance test for all management insti- 


nightmare, but it wasn’t unreasonable. 
Multiple exams mean considerable has- 
sles for students both in terms of time 
and money. This is one of the areas 
where the IIMs perhaps failed to take 
the lead. They could have championed 
the idea ofan independent testing body, 
on the lines of GMAT, by contributing 
their know-how to this new institution. 

There's a big reason why the IIMs are 
on the backfoot today. They didn't scale 
up their intake, even as the demand for 
Management education zoomed up 
through the 1980s and 1990s. 
Privately, the administrators at 
IIM-A claim that the debate 
about expansion started as far 
back as 1996-97. “We had 35 
acres of land out of which a por- 
tion was under dispute. We fi- 
nally got possession in 2000. By 
the time we were ready in 2001, 
the Gujarat High Court placed a 
ban on new construction near 
water bodies — and we came 
under that order. The stay was 
vacated in August 2002 and 
work began in October,” says an 
IIM-A source. 

Whatever be the constraints, their 
tardiness in expanding is a convenient 
stick that Joshi can wield against the 
IIMs. And he has now decided to take 
the issue to the people. Since the IIMs 
collectively don't take more than 1,000 
students every year, it is easy to label 
them as elitist. Especially since many of 
their grads join multinationals at huge 
salaries. The IIMs will be hard-pressed 
to explain why they didn't scale up 
quickly enough. 

Consider one of the possible conse- 
quences of their inaction. To fill the gap 
in demand in management education, 
hundreds of new management schools 
sprang up through the 1990s, some with 
virtually no infrastructure and faculty. 
The AICTE (set up by the government), 
which was meant to lay down the norms 
for setting up new institutes, failed in its 
task to regulate the quality of these 
schools. That has merely pulled down 
the quality of management education. 
India has just about 15 B-schools that 
compare well with global business 
schools, while the masses have to be 
content with quality that is at best, 
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their intake, even as the 
demand for management 
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patchy. This is a point that the official 
government spokesman acknowledges. 
“The U.R. Rao Committee had looked 
into a host of issues including the prolif- 
eration of technical institutes. Action 
will be initiated to check the speculative 
growth in all technical institutes.” 

Unfortunately, the ministry’s move 
comes at a time when some of the IIMs 
are actually trying to make an attempt to 
expand. It’s motives can also be called 
into question. There's little doubt that 
Joshi’s argument for accessibility has a 
compelling logic. But reducing fees to 
achieve that is hard to understand. Ficci 
president Y.K. Mody argues: “Why 
couldn't the government institute schol- 
arships for deserving candidates?” In- 
deed, that would be the best way to tar- 
get the needy — instead of subsiding 
those who can already pay the current 
fees. Here's the unconvincing rationale 
that we got from the official ministry 
spokesman: “Scholarships should be on 
the basis of merit, not need. If they are 
need-based, they become like a dole to 
beggars.” Ever heard of meritorious stu- 
dents who are also needy? 
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It isn't hard to predict what will hap- 
pen if the IIMs lower their fees, Assum- 
ing that the IIMs still have control over 
the quality of their intake, the best stu- 
dents will continue to flock there. But 
with lower fees, the IIMs will find it 
tough to pay for world-class faculty and 
research. The market is opening up — 
and India will soon see other global 
management institutes making a play 
for both students and faculty. Besides, 
the IIMs will find it increasingly harder 
to retain the small number of Ph.Ds that 
comes through its fellowship pro- 
gramme. Already, IIM professors openly 
complain about the poor pay 
scale, which forces them to fo- 
cus more on the lucrative con- 
sulting and executive develop- 
ment programmes, and less on 
research and teaching. 

The obvious casualty will be 
research, which forms the core 
of any world-class B-school. So 
far, the IIMs haven't quite ex- 
celled in research — but now 
the situation could worsen. In 
fact, it is the revenue surplus 
that a world-class B-school 
generates that enables it to ex- 
periment with the develop- 
ment of newer kinds of courses and 
conduct cutting-edge research. In a 
globalised environment, it is important 
for faculty to network with peers in 
other countries as well as attend semi- 
nars and conferences there. 

It is clear that the government does 
not understand the research impera- 
tive: there is a government rule that does 
not allow faculty to travel abroad more 
than once in three years! Some of the 
[IMs have chosen to use their surplus to 
get around rules like this. 

Ofcourse, Joshi pu blicly says that his 
ministry will not hold back any funds 
that could go into making IIMs world- 
class. But somewhere along the line, it is 
likely that another government will not 
see the logic of subsidising kids from 
rich families who anyway head out to 
Western shores to earn hefty dollar 
salaries. By then, the damage to the IIMs 
may have already been done. m 


SANJIT KUNDU 


With reports from Anuja Byotra. 


(Join the debate. Express your views on 
www.businessworldindia.com.) 
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Forget the kerfuffle over the fee reduction 
at the IIMs for a while. Think about the 
future of India’s management education. 
Even the IIMs, part of the magnificent 
techno-managerial legacy that Nehru left 
behind, are finding it difficult to keep pace 
with the growing global ambitions of 
India’s corporate leaders. How can they 
become thought leaders, not just degree 
factories? How do we meet Corporate 








India’s hunger for managerial talent 
without diluting quality? Also, as the IIMs 
attract unwelcome political attention, how 
do we safeguard their autonomy and 
direct political energies into positive rather 
than negative channels? Presenting the 
BW-Cosmode Roundtable 
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To debate the issues concerning management education in 
India today, BW invited Ashok Ganguly, former chairman of 
Hindustan Lever; Ashoka Chandra, professor of International 
Management Institute, Delhi, and former special secretary to 
the Ministry of Human Resource Development, Government of 
India; Pramath Sinha, founding dean of the Indian School of 
Business (ISB), Hyderabad, and principal, McKinsey & Co.; 
Satish Pradhan, executive vice-president (Group HR), Tata 
Sons; M.G. Koregaonkar, former head of the Shailesh J. Mehta 
School of Management, IIT-Bombay; and Dharni Sinha, the 
chairman of Cosmode, the Hyderabad-based strategic think 
tank. The excerpts that follow are organised under three heads 
— the needs of the future; the relative roles of stakeholders; and 
creating knowledge rather than merely disseminating it. 


e@ Are management schools 
meeting Indias needs? If not, 
can they be made to? 


Dharni Sinha: To begin with, there are two ways of making 
sense of the Indian management education scene. The first 
way is to look at the broad numbers. This paints an optimistic 
picture. The number of business schools has grown rapidly 
over the last 10-odd years. Today, this country has close to a 
1,000 business schools — about 72,000 seats in all. Back in 
1990, we had just 82. Of these 1,000 schools, 953 are autho- 


the BW 


rised by the central regulator, All India Council for Technical 
Education (AICTE). Last year, close to half-a-million students 
applied to these institutes. 

Look at them in a more qualitative light, and the picture 
looks a trifle more unhealthy. Just 15 schools are globally 
benchmarked. These schools have 50 or more members of 
faculty, they do some research, consulting, and they offer ex- 
ecutive education — they are integrated business schools. The 
next 25 aren't integrated but they do offer some research, 
some executive education and some consulting. The next 60 
are primarily teaching schools with some inputs in consulting 
or executive education. 

On the whole, it is not a very flattering picture. A handful of 
colleges are good, but the vast majority aren't. Across the 
board, output — you may call it intellectual capital, research 
or knowledge — has been low. The boom in Indian business 
schools has yielded volume — not value. As India shines on, 
companies face a dearth of managers. Therefore, how does 
the future look? 

As a country, we are overwhelmed by old the- 
ories and hypotheses of management experts from all over 
the world. I have been watching this with some dismay. One 
thing that has been singularly absent is research in areas like 
managing resources, innovation and entrepreneurship. And 
yet, these are the main engines of India’s growth. 

With all due respect, Dharni, all of us have been trying to 
copy a model. It is time we rediscover ourselves, and develop 
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new models. Are Indian business schools preparing Indian 
minds to be leaders rather than followers? Are they delving 
deep into the complexity of the knowledge revolution? Have 
they really grown beyond their initial moorings in the indus- 
trial revolution? 

Management education has to grow be- 
yond the organised sector. It is very small in terms of work- 
force, less than 7%. In terms of GDB itis less than 40%. The rest 
is the unorganised sector. And here, over the years, productiv- 
ity has been falling. One way of intervening in the productivity 
issue is through better management. And yet, we have done 
very little because we copy patterns of management educa- 
tion better suited to more organised sectors of the economy. 

Everywhere I look — whether it is the organ- 
ised or the unorganised sector — India is in dire need of peo- 
ple. I have just come back from a meeting with a new energy 
company. They want to do great things — they want to be 
(worth) tens of thousands of crores. The plans are there. The 
regulations are there. The duty structure is there. The money is 
there. The customers are there. But there just aren't enough 
people to build this business. 

We need to think about how we can tackle this. Having had 
the experience of starting a management institution (ISB), | 
can tell you it is damn difficult to start something of high qual 
ity in this country. The problem starts from the fact that man- 
agement education is expensive. Training a person properly 
so that a Satish Pradhan picks him up, is expensive. Where is 
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that money going to come from? It can 
come from the public sources or from 
the private sources. I am going to leave 
aside the public sources — we know 
what the accompanying problems are. 
There is a lot of debate going around on 
how to reallocate the public funds that 
we have. 

Ifa private person comes in, he is go- 
ing to expect that it is zero cash out after 
a while. And that, on an operating basis, 
this thing makes money. We need to al- 
low people to form their own economic 
models. We cannot have a situation 
where the governance or regulatory 
framework imposes limits on what you 
charge, limits on what you pay, limits on 
whom you can hire, limits on whom you 
cannot. I can tell you that today it is not 
easy to say, ‘I will charge what I want’. So 
there is a whole set of things that have to 
happen to allow people to follow their 
own economic models, and that, of 
course, has to be regulated. That part of 
it is very critical. 

Then, where is the faculty? Take a 
look at our Ph.D programmes. Nobody 
is joining them. Why is it so? Because 
they don’t get paid enough after they 
come out. They are better off doing an 
MBA rather than a Ph.D. So that takes u 
back to the economic models. This is 
critical. I am not even going to focus o 


“These things 
keep me awake 
all night.... You 
don't find the 
kind of people 
who can give 
you the bare 
minimum that is 
needed today. 
It is scary” 

Satish Pradhan, 
Tata Sons 


“We need to 
allow poopie to 
form their own 
economic mod- 
els. We cannot 
allow the regu- 
latory frame- 
work to impose 
limits on what 
you charge” 
Pramath Sinha, 
McKinsey & Co. 






































what the government should do. We 
dont have enough people who can 
teach. And before we start thinking how 
many schools and how many MBA 
programmes we need to run in this 
country, we need to figure out where the 


teachers are. To me, that is the centralis- | 


sue in furthering management educa- 
tion in this country. 

M.G. Koregaonkar: I would like to focus 
on the role of the regulatory body for a 
while. The only programme that the 
AICTE approves in management is the 


MBA. In contrast, there are lots of pro- | 


grammes on the engineering side. The 
regulatory agency clearly thinks that all 
company needs can be met through 
one programme called MBA. This can- 
not be the basis for the future. 

Take project management, for in- 
stance. When a nation grows, it grows on 
the basis of project activity. Till today, we 
do not have a programme for bringing 
out professional project managers. We 
have seen the emergence of knowledge- 
based industries. There is IT, biotech, 
entertainment. Who is producing pro- 
fessional managers for these areas? 

I propose that we start differentiat- 
ing between the MBA and some new 
courses that I call Masters’ programmes 
Masters in construction manage- 
project management, hospital 
management, infrastructure 
. Every damn thing 
be called an MBA. We 

‘thata Masters’ level of 
eally required 
awe create 
that 

he 


across t 
these prog 
this is a role fort 
regulatory agency. B 
seem to be doing it eit! 
vate party wants to come forwé 
not know how to start. So, I think t 
a major problem. 
Chandra: That has implications fo 
structure of management educa 
engineering, for example, 
dergraduate courses 
and then a Ph.D. H 
form a variety < 
have one bas 
tion ist 


Here you 
yexpecta- 
or greater 


384, I have been saying that 
to push what we do in MBA to 
n undergraduate programme in man- 
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agement, and use the post-graduate 
programme for the kind of specialisa- 
tion Koregaonkar has spoken about. 
This kind of thing has to happen. Unfor- 
tunately, here again, we have been de- 
feated by the mindset. This is how it is 
done elsewhere. But in the West, people 
with years of experience come in. Here, 
they come in straight after college. So let 
us recognise the reality and create this 
kind ofa thing. 
Satish Pradhan: There is also executive 
education. Look at the scale and scari- 
ness of this challenge. There is the nor- 
mal executive education when your 
MBAs and managers need some inputs 
to grow. Second, the world is changing. 
Take Tata Motors as an example. Lookat 
how far it has come in the past 10 years. 
The investment in peoples education 
that has gone into making that shift is 
enormous. The third piece is that due to 
the shortage of good managerial capa- 
bility coming through, people hired 
from the other 900 schools also need 
training so that they can rise to the min- 
imum required levels. 

There are other complications. Or- 


| ganisations like McKinsey and Hindus- 


tan Lever send Indian talent out of the 
country. So the net available to run the 
country’s businesses is getting affected 
by, one, good people moving outside the 
country and, two, the pipeline running 
out. Take something like telecom. Enor- 
mous capability of a new kind is needed 
— retailing, back-end processing, en- 


| tertainment. These things keep me 


inority on this is- | 





awake the whole night. Where are we 
going to find these people? Then, you 
look at your business schools. And you 
don't even find the kind of people who 
n give you the bare minimum that is 
d today. It is scary. 


at relative 

>s should the 
akeholders — 
corporates, insti- 
tutes, government 
— play? 

D. Sinha: The demand for management 
education has grown exponentially. In 


1990, India had barely 82 business 
schools. Today, we have almost a thou- 





sand. The challenge, now, is to improve 


their quality. 


The government has tried to solve 
that through accreditation. But is that 


the right way to go forward? As the busi- 


ness evolves, we will see much greater 


diversity among institutions and pro- 


grammes. And market dynamics will 
determine how many of them survive. If 
the government did its bit early on, 
shouldn't the corporate sector now 
come forward to establish big schools 


and fund research? 


Ganguly: It is a good point. There is no 
shortage of funds with companies like 


Reliance, Tata, Infosys or Wipro. But no- 


body puts funds out of goodwill. Take 
Wipro, for instance. Premji has created 


an enormous trust, not for manage- 
ment education, but for primary educa- 
tion. They have clearly not been excited, 
or threatened, by the absence of man- 
agement education research. In a ma- 


jority of cases, great deeds are done by 
threat. The management institutions 
have not articulated the threat looming 
over Corporate India due to the absence 


of a thinking mechanism, a research 
mechanism, or a continuous education 
mechanism. 

Pradhan: There is one more thing. Do 
we have the structures that invite and 


support engagement with industry? My 


experience has been very, very scary. It is 
easier for me to invite Michigan Busi- 
ness School to do some research over 
here than to mobilise an Indian busi- 
ness school. 

Ganguly: These are real issues, Take the 
(Mahindra & Mahindra) Scorpio case 
study. I don't want to name the business 
school we went to; the whole thing got 
bogged down on the confidentiality 


clause. In the meantime, Harvard came, | 
picked up the case study and the whole | 


thing was over before the negotiations 
started here. 
Pradhan: Forget the reasons. How do 
we work together? | 
Koregaonkar: Recently, Larsen & 
Toubro (L&T) told IIT-Delhi that it 
wanted an M. Tech programme which 
suits its industry. So IIT-Delhi designed 
a programme which is funded by L&T, 
and the students (from this pro- 
gramme) are immediately picked up. I 
think this kind of relationship can 
emerge in management. 

‘I will give you an example. For 


two days every year, TCS invites its 180 
academic partners from all over the 
world to Hyderabad. On an average, 
30-50 directors of these institutions land 
up every year. It is a very deep and in- 
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tense multi-level partnership. And itis | 


not with one institution, but it is a col- 
lective forum where you have all these 
people coming together. They help 


shape the curriculum, executive educa- ` 


tion, and top up training inside the | 
company. We don't see that happening | 
| the involvement of the teacher. 
Koregaonkar: The pointis, as I said, ca- | 
pacity. How much can a particular busi- 
ness school do? There will be larger 
schools. There will be smaller schools. 
That is why I say that, eventually, it is fu- 
tile to expect only big schools to exist. 
When they have focussed goals, schools 


in Management education. 





can be far more responsive to the needs 


of their defined client sector. 


Also, ifthe onus of creating the assets 
is falling on the entrepreneur, the gov- 
ernment should provide a strong sup- 


port for ‘human capacity building’. Let | 
them support the Ph.D programmes in | 


management. 


If we offer liberal scholarships in 
management, as we do with engineer- 


single faculty group that has done re- 
search in these areas. 
Chandra: Research is virtually non-ex- 
istent in management schools today. 
Even in the IIMs. Ina sense, Indian busi- 
ness schools have a culture where re- 
search is not a constant endeavour. 
Research is an educational strategy. 
It does a number of things — it keeps 
companies abreast with the latest think- 
ing, it changes the very character of edu- 
cation, the involvement of the students, 


At the same time, all schools cannot 
commission research. And that corre- 
lates to the point about the minimum 
size of the faculty. In each discipline, if 
you do not have at least seven or eight 
people to interact with, no new ideas 
will develop. So the faculty size of seven 
or 10 or 15, which is what we find in 
most institutes today, is not conducive 
for research. Faculty size should not be 
related to the issue of how many stu- 
dents you have. It is related to the needs 
of research. 

Pradhan: If you think of knowledge in 


_ the context of discovery and dissemina- 


tion, we look at existing knowledge and 


| disseminating that, and the discovery of 


ing, lam sure that if not 5,000, we will get | 
at least one-tenth of that number. But if 
we don't have this, we will not have even 
one-fiftieth of this number. 


@ How do business 
schools become 
knowledge 





D. Sinha: And then, there is re- 


search. Unlike their Western counter- 


Parts, Indian business schools hardly 


generate any research. They are too cen- 


tred on training. 

Ganguly: I chair the Reserve Bank of In- 
dia committee on credit to small and 
medium-sized enterprises (SMEs). Why 
don't they get funds in India, even 
though all banks have designated 
branches for funding SMEs? So, we de- 
cided to find out who is doing research 
in micro-financing, self-help groups, 
associations, etc. We could not find a 
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new knowledge and existing dissemina- 
tion and new ways of dissemination. 
The upper right-hand quadrants of dis- 


“Unfortunately, , 


the only funding 
for research 
comes from the 
government 
today. Industry 
has never creat- 
ed a foundation 
for wt a 
researc 

Ashoka Chandra, 
IMI 


“If the onus of 
creating assets 
is the entrepre- 
neur's, the gov- 
ernment should 
ive support for 
uman capacity 
building’” 
M.R. Koregaonkar, 
former head, Shai- 
lesh J. Mehta School 
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are completely unpopulated by our 


then that while CEOs go to the IITs for 
solutions to their problems, they don't 
come to the business schools. 


IITs? Because those problem-solving 


those minds get developed there? Be- 
cause they focussed on research. No- 
body gets promoted in the IITs without 


as much emphasis on the generation of 
intellectual capital. 

P: Sinha: The whole purpose of setting 
up ISB was exactly this. We should be 
thought leaders in management. What 
we are doing in this country can provide 
some learning to the rest of the world. 
And this is not easy to do. There is the 
shortage of faculty, to start with. To 
break that vicious cycle, we could set up 
an institute, we could get people like 


ulty member.... So essentially we have to 


that vicious cycle. 





“It's time we ` 
rediscover 
develop new 
models. Are 
B-schools 
preparing lead- 
ers rather than 
followers?” 


At ISB, we have done away with tra- 
ditional departments. That allows us to 
bring in interdisciplinary research. 
There is no reason why a finance person 
cannot do research on entrepreneur- 


plinary centres let us leverage the few 
people we have much better. 
D. Sinha: This is very important. Tradi- 


any other academic institution, have 
functional areas. The personnel man 


interdisciplinary. We need to have any 
problem looked at from the interdisci- 


Satish (Pradhan) and make him a fac- | 


come up with radical things to break | 


Koregaonkar: Why do CEOs go to the | 


minds are there in the IITs. How did | 


covery and new dissemination modes | 


management schools. Little wonder | 





contributions to research. I don’t think | 
the management education model puts 
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ship and microcredit. These multidisci- | 


tionally, management schools, just like | 


looks at personnel, the finance man | 
looks at finance, but the problems are | 


| you need the best minds in the country. g 
| 2 And today, the neat minds would rather} E 
ourselves and | work! or. If | 
they do want to get into research, it b 








plinary perspective. 

Chandra: There is a point which I want 
to make here. As Dharni said, manage- 
ment is a multidisciplinary area. You 
need somebody from economics, you 
need somebody from sociology, some- 


body from psychology. These people of- — 


ten have qualifications in their own 
fields, maybe even a Ph.D, but they 
arent management Ph.Ds. Now, these 
people come to business schools and 
continue to teach economics, psychol- 
ogy and so on. They dont teach man- 
agement. Management would be the 
application of these sciences to prob- 
lem-solving. These people have to be 
converted into management teachers. 
One of the things would be to give 
them some conversion programme. It 
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limited resources anyway. Two, it will 
give much greater autonomy to institu- 
tions about the kind of research they 
can take up. This is as crucial as provid- 
ing the money. 

D. Sinha: I have a vision that 10 years 
down the line, a business school in India 
will be like a university — with thou- 
sands of students specialising in all 
kinds of research. It won't be a school of 
60 or 100 students. A school with 60 stu- 


| dents cannot afford to have one- or 


was done for computer science at one | 


_ time — a conversion programme to 


convert them into true teachers of man- 
agement. This could be hosted by many, 
many institutions. The IIMs could do 
that, maybe the Top 50 institutions; 


if they trained 50-60 teachers each | 


year,... you would change the character 
of faculty. 

P. Sinha: Let me come back to how we 
get the research started. To begin with, 
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portunity for us to create management | 


schools that use this fuel to create the re- 


search programmes. No one is looking | 


at it from this standpoint. 

Chandra: would like to set up major 
foundations supporting research. Un- 
fortunately, the only funding for re- 
search comes from the government to- 
day. Industry has never created a 
foundation for supporting research. 
Maybe (they have done so) in technol- 
ogy, but not in management. 


Can we create something like the | 


Rockefeller or the Ford Foundation? 
This will have two advantages. One, you 
don't put the entire responsibility on the 


government, which does not have un- | 
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` students 
-| specialising in 


ka shoul h. K... 


four-member faculties on behaviour. 
Andifyoudonthave afaculty, whom do 
you interact with? Therefore, one of the 
future scenarios I see is that by 2010, you 
will have fewer schools, bigger schools, 
diversified schools and not thousands 
of schools. That is my wish. I dont know 
whether it will happen. 

Ganguly: Instead of being depressed, 
there is a positive point coming out of 
this debate. We are sitting on a gold 
mine without realising it. We have iden- 
tified five or six issues. If they are tackled, 
we will have a competitive advantage. 
We have to get away from the govern- 
ment. I am not being critical of the gov- 
ernment. In our growing-up phase, we 


thousands of 


all kinds of 





needed the government. But we are 
grown up now. 

For God's sake, let us stand on our 
own feet. China will have an English- 
speaking population in 10 years. We al- 
ready have it today. But they will catch 
up with us. Where their system will 
never be able to catch up with us is in 
original thinking, idea generation and 
management. This is the competitive 
advantage they will never catch up with. 
Let us ride on that. & 





(For the complete transcript of the 
BW-Cosmode roundtable, go to 
www. businessworldindia.com) 
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Ranjit Shastri is director | 
of PSi's strategic 
consulting and private 
equity activities. He can 
be contacted at 
psi@psi-world.com. 





This year 
old BPO 


players | 


will make 
way for 
new ones 
who can 
do the 
same 
work 
cheaper 








and faster | 








The looming war 


for captive units 


ULTINATIONALS (MNCs) | 


built the foundation for the 


outsourcing (BPO) success 
story, but they have started 


Indian business process | 


to exit the game now that it's graduating from | 
the amateur level to a professional one. MNCs | 
are asking if their continued ownership adds | 


value and the rules of the game are conducive 


for continued success. The answers are causing | 
some companies to conclude that it’s not | 
enough to go offshore — they will have to out- | 


source. Spinning off captive service centres will 
create opportunities for Indian companies 


seeking to expand and foreign outsourced ser- ` 


vices companies wanting a base in India. 


The founders of the Indian call centre in- | 


dustry — GE Capital, American Express and 
British Airways — created reliable back-end 


operation infrastructure in India. They then | 


went on to set up independent outsourced ser- 
vice companies like Spectramind and Daksh. 


Thereabouts international service players such | 


as Accenture and IBM Global Services entered 


the scene. The sophistication level of indepen- | 
dent players (both Indian and international) is | 


high, leading some of the original players to 


wonder if it wouldn't be better to let the inde- ` 


pendent players take over the captive units. 


The real issue is value addition. Are the ' 


older MNC players adding value by their con- 
tinued ownership of the Indian service opera- 


tions? They have recognised that call centres | 
and other IT-enabled services are specialised ` 


functions, and technology is playing a larger 
role. To remain at the cutting edge, they would 
have to devote more time to compete with fo- 
cussed players like Accenture and Wipro Spec- 
tramind. British Airways recognised this early 


and has sold a major stake in its operation (now ` 
called WNS) to a private equity firm Warburg | 


Pincus. This year we are bound to see more 
exits as companies have realised they can im- 
prove the performance of their captive opera- 
tions by freeing them. They can also generate 
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extra cash by selling their backoffice operation. 

Having a low cost Indian backoffice is fairly 
common. The challenge nowis to improve per- 
formance. The established players have to 
show that they can manage their Indian opera- 
tions better than the independent players. For 
this, they need to be at the cutting edge of tech- 
nology to make their employees in India as pro- 
ductive and effective as possible. 

The established players have two options: 
they can sell now as the market is at its peak, or 
wait for a few more years. While some owners of 
the captive units might argue that it is better to 
wait for a more opportune time to sell, I would 
say that time is not on their side as their head- 
start will be eroded by new entrants. 

The Indian and the US governments are key 
players in this game. Their moves are driving 
the switch from offshoring to offshore-out- 
sourcing. The Indian government's various 
rules on transfer pricing (the price that the In- 
dian subsidiary charges from the foreign par- 
ent) create ambiguity. The time MNCs spend 
on figuring out the rules proves to be expensive 
— not to mention the cost of accountants and 
attorneys. Raising the transfer price may be a 
good way out, especially if the company does 
not pay tax on export-generated profits to the 
Indian government. However, that raises a red 
flag for the US government, which has realised 
the true market price for such services after the 
entry of independent players. It would object to 
the loss of tax revenues through over-invoicing. 
So selling the captive unit makes things sim- 
pler; the transfer pricing issue disappears. 

This year will be a watershed for the BPO 
sector. Investment banks will be busy as com- 
panies compete to take over captives. Service 
centres that only perform supportive functions 
will not remain captive. The traditional players 
will make way for players that can do the same 
work cheaper and faster. But this process has to 
be handled confidentially and swiftly because 
too many careers are at stake. Which is why you 
wontread aboutit untilithashappened. W 
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As co-founder of the Great Place to Work® Institute Inc., he has been the driving force 
behind the study, which is now conducted in more than twenty countries worldwide 
and the results are featured in leading publications like the Fortune Magazine and the 


Financial Times. He has identified, celebrated and created great workplaces, globally. 





The Great Place to Work® survey was conducted for the first time in India by 
Grow Talent Company Ltd. and Great Place to Work® Institute Inc. in partnership with Businessworld. 
It recognised and applauded India’s best workplaces. The seminar goes a step further and creates a forum for 
these great employers to share their experiences, practices, techniques and little initiatives that keep their 
Bpeople productive, stress-free and off future job-hunts. 


WALook at it as an investment that makes your workplace, also a great place to work® in. 


Details overleaf 





Key Note Speakers 


Robert Levering ~ Co-Founder Great Place to Work™ 


Institute Ine. 


Anil Sachdev — Founder, Grow Talent Company Ltd. 


Tony Joseph ~ Editor Businessworld 


Guest Speakers 


Business leaders of India’s largest corporates 


Sessions 


Worldwide Experience: Great Place to Work® 


*indian Experience: Great Place to Work? 


*Best Practices shared by winners of the 2003 survey 


Mumbai: Fedex Express, ]&) Consumer Products, Godrej 
Consumer Products, Birla Sunlife Insurance, Cadbury India, 
Marico Industries, Aditya Birla Group, BPCL and Jindal Iron 


& Steel Company 


Bangalore: Texas Instruments (India), Philips Software Centre, 
Tata Teleservices, Ernst & Young SSL Division, infosys Technologies, 


Dr. Reddy's Laboratories, Wipro and Tamil Nadu 


Newsprint & Paper 


New Delhi: Eli Lilly & Company (India), Wipro Spectramind, 


Aviva Life Insurance, NIT, Hughes Software Systems, 
Max New York Life Insurance and Anand Group 


‘Strategic HR for a competitive edge: A business case from 


Empower Works Limited 


Panel Discussion 


Building the essential toolkit for a great place to work” 


Great Place to Work Survey 2004 - Kick Off 


Award Ceremony 


The winners of the 2003 survey will be felicitated at a grand 


award ceremony, The function will be followed by cocktails. 


= in Association with: ——— Television Partner: 





Genuine quality apeaks for itself. 
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Profit From it. 
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Who should attend? 





CEOs, Senior HR Professionals, Functional Heads 


Timings 


9.30a.m. - 7.30p.m. 


Delegate Fee 


Single delegate: Rs 7000/- 


Group of three or more: Rs 5000/- per delegate. 


How to Apply! 


For registrations please contact: 


Mumbai - Ms. Yogeeta Sant 


Ph, No.: 022-26330648/2634 | 086, Fax No.: 022-26330643 


Bangalore - Mr. Jagan Mohan Rao 


Ph. No.: 080-51 1541 60/51 154164, Fax No.: 080-5252145 


New Delhi - Ms. Vimpy Singh 


Ph. No.: 01 1-25771471/25771472, Fax No: 011-25771470 


email: seminar@gptwindia.com 


On the spot registration option available on 


first-come-first-serve basis. 


Date & Venue 


Mumbai: Taj President, Feb 20, 2004 
Bangalore: Taj Residency, Feb 25, 2004 
New Delhi: Taj Palace, Feb 27, 2004 


*Subject to change 
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E Vikram, a Delhi-based businessman, 
has been scouting for a good deal to buya 
residential plot under the latest HUDA 
(Haryana Urban Development Author- 
ity) scheme in Sector 57, Gurgaon. He has 
worked the basic calculations several 
times over in his mind: he has to pay 
Rs 92,400 upfront (10% of 
the total cost) and 15% 
more within a month of al- 
lotment for a 13x22-metre 
plot. He is looking forward 
to substantial capital ap- 
preciation, but realises that 
he needs a slight discount 
on these rates to make it work for him. 

Acting on a tip, he ropes in two of his 
-business partners and jointly applies for 

more plots in the same scheme. The 
bunch of friends pocket a small discount 
and the booking closes within a week. 
E In Singapore, Rahul, a successful in- 
vestment banker, is looking at investing 
in residential and commercial spaces in 
Mumbai. He may shift to the city within 
the next five years. After speaking to 
Sandeep Sadh, head of realestatemum- 
bai.com, he reckons that his investable 
amount of Rs 3 crore-3.5 crore would 
fetch hima 10,000-sq. ft pre-leased com- 
mercial space in Powai and a decent res- 
idential space in Bandra (West) or Hi- 
ranandani Gardens. 

He also knows that the first would 
fetch him a nominal return of 10-11%. 
Even if he defiates this by the rate of infla- 
tion in India, the yield would be better 
than that on a commercial property in 
Singapore or Hong Kong. 





2922. 
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HICH of these plots do 
your aspirations fitin? Did 
the thought of buying real 
estate come to your mind 
in the past six months? It 
must have. After all, year 
2004 offers the mouth-watering recipe 
of the lowest interest rates and never- 
before variety of construction — all in 





abundant supply. The column-miles of | 


real estate advertisements that scream 
from published pages add to the allure. 
It's a matter of how much money you 
can invest. 


There are all kinds of investors in the ` 


market — from upper middle-class 
people who are looking at shelling out 
Rs 15 lakh to high networth individuals 
who want to plant Rs 15 crore. No won- 
der then that the supply is fragmented 
and the way about in each of these sub- 
segments is xdifferent. 


If you identify mast closely with the ` 


goals Rahul has set for himself — that is, 
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you are a high networth individual — 
then investing in commercial property 
would obviously be your best option. 
Not just because you would have the 
money, but also because you would 
have access to consultants, advocates 
and brokers to help you manage your 
large investment. You also have the op- 
tion of diversifying your portfolio by in- 
vesting in properties spanning the com- 
mercial, retail and residential segments. 

If you are a budget warrior like 
Vikram, you will be plotting things dif- 
ferently. You may, for example, look at 
investing in a 200-sq. ft shop space in a 
prime locality going at Rs 10,000 per 
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sq. ft to let out to a bank for an ATM. Top 
banks would be willing to pay anywhere 
between Rs 100 and Rs 200 per sq. ft for 
the lease. You can also open out your op- 
tions by pooling money, That’s now a 
strategy adopted by several investors, 

Ifyou are looking at a steady income 
from property, think of options in com- 
mercial and retail spaces, where you can 
get average returns of 10-12%. And even 
if you want to buy residential property 
and live in it, now is probably the best 
time to buy (See ‘Homing in’). As an in- 
vestment, residential property is likely 
to fetch you yields of only 5-7%. As you 
will see later, investing in residential 
spaces needs a different mindset. 

The risk profile of a real estate in- 
vestor lies somewhere between those of | 
the debt and equity markets and so do | 


the returns. Though overall interest 
rates have fallen sharply over the past 
two years, real interest rates in India still 
remain above those in more developed 
international markets by a significant 
margin (See ‘Cityscape: Realty Re- 
turns’). The risk profile in real estate is 
closer to that in fixed income markets 


from the current level, in line with de- 
clining returns in bonds (over the last 
two years). Sanjay Verma, executive di- 
rector of real estate consultancy Cush- 
man & Wakefield, says that the integra- 
tion of the Indian economy with the 
global economy would also smoothen 
out the differences in the real rates of re- 

turn in geographically-dispersed mar- 
kets. Another reason for the difference 


_ Cityscape: Realty returns 
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For Grade A office space, 3-year lock-in 
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è Reassuring Life Endowment Plans 
® Creating Life Child Protection Plan 
è Maximising Life Money Back Plan 
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in rates is the lack of adeguate and 


_ timely information. 


Whichever investment philosophy 


_ you subscribe to, you cannot deny the 
| spring in the market. It has started to 
_ pick up after the prolonged slump that 
_ followed the dizzy highs of 1995-1997, 
_ Prices have picked up by 10-15% on an 
than the one in equity. And it is likely _ 
that real estate returns will fall gradually 
_ business cycle, but only hindsight can 
_ verify that. Manav Bansal, chief operat- 
_ ing officer of property consultants Col- 
_ liers International, would vouch for 
_ that: “Tell me anybody who can predict 
_ the real estate cycle. The best one can 
_ correlate is that real estate reflects the 
_ general state ofan economy. If the econ- 
— omyis going to do well, then so will real 
estate. This time what gives it strength is 


average over the past 8-10 months. It is 
said that real estate follows a 5-7 year 


that the market is driven by end 
user demand.” 

The scene is unlike the previ- 
ous boom-time, when specula- 


2.8  torsandinvestors made a square 


foot in Nariman Point in Mum- 
bai — at Rs 20,000 — one of the 
most expensive in the world. It’s 
a more sober Rs. 9000-10,606 
this season, 

But more than the central 
business districts, the action is 
definitely in the suburbs this 
time. According to Colliers Inter- 
national, much of the 5-million 
sq. ft of new commercial space 
that is expected to hit the market 
by 2004-end would be in the 
suburbs of Mumbai, Delhi, Ban 
galore and Chennai. A whopping 
4.2 million sq. ft of prime com- 
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mercial space is expected to have been 
absorbed in the last six months of 2003 


alone in these metros. That will further | 


fuel the demand in the residential and 
the retail segments. Retail refers to malls 
and shops. And commercial means of- 
fice space. 

But the real estate makeover is not 
just about Category A spaces in Gur- 
gaon, Mumbai and Bangalore, where 
prices are steady and stable, risks are 
low, and liquidity is high. Land values 
are rising in Category B cities like Pune, 


Hyderabad, Chennai and Calcutta. So | 
these cities are beginning to offer | 


slightly higher returns — at least 1% 
more than their Category A counter- 
parts. Rates are expected to rise even in 
Category C spaces like those in Coim- 
batore, Visakhapatnam and Navi Mum- 
bai, where the potential lies dormant 
and investment is still counted as ‘spec- 
ulative’. And supply is emerging in both 
residential and commercial categories. 


investing In Commercial Spaces 
A six-storied commercial property, 
Homing In 
RUE, the times present plentiful 
supply of quality real estate. But 
demand is up too. At two sites we 
visited we were chaperoned by salesper- 
sons. But when we revisited them after 
three months, we found a board at the 
gate: ‘Visitors park your vehicles outside’. 
Your chances of landing a deal would im- 
prove if you walked in with a bank draft. 
As a single property buyer you can- 
not bargain much. But your chances of 


getting a discount — often up to 10% — 
zimprove when you go in a cohort of 
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strategically located in Pune, available 
for outright sale.” The 2-column, 3-inch 
advertisement in a recent Sunday news- 
paper spelt out an indicative 10-11% re- 
turn on investment and mentioned that 
multinationals and IT companies had 


already taken up leases for nine years at 


that property. A chat with Ishwar Par- 
mar, the builder of the property, re- 
vealed that it was a new property close 
to a railway station, with 17,000 sq. ft on 
each floor. He was hopeful of selling the 


_ entire thing in a month. 


Retd Col. Prithviraj, senior adviser at 
DLE one of the largest players in the na- 
tional capital region's real estate market, 
says: “We lease out commercial prop- 
erty directly to end users and also 
sell them to investors. There is a mix of 
both kinds.” 

It depends on the builder's cash 
flows and his portfolio mix. When the 
property is ready, if the builder’s cash 
position isn't favourable, he may go in 
for an outright sale. But if he is solvent, 
directly leasing out would be a more at- 
tractive proposition for the builder, 





Don't let the exteriors distract you 


friends or relatives to buy en bloc in one project. You may also get a rebate depending 
on the floor you choose. People in north India prefer lower floors while Mumbaites pre- 
fer higher ones — you may get a discount if you go for the ones less preferred. 

Take a loan — you get up to 85% finance. Low interest rates and tax benefits lower 
the costs even further. If your spouse earns, make her a co-owner and co-applicant for 
the loan so that she too can claim tax benefits. 

Location and layout are the most important things. The location should suit your 
kids too, should you have any. Jobs are no longer as enduring as they used to be, but 
you need a fair idea of the commute to your place of work. 

Don't let the shiny marble or woodwork distract you from the basic layout, even in 
new constructions. You should sieve your selections by it, as there would be limited 
chances of change. A house where those sitting in the living room can’t see the main 


entrance is an example of good layout. 
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‘Analyse how neal estate 
investment fits in your 
overall portfolio' Sanjay Verma, 
ED, Cushman & Wakefield 


given that he would earn much more 
than in the bond market. 

Builders who wish to sell also offer 
guaranteed returns to the investor by 
taking up the onus of finding a lessee. 
The investor here can get an agreed re- 
turn from the builder. In effect, this 
works out as a loan for the builder, who 
is able to raise the money equal to the 
value of the property at 10-11% interest. 
As realestatemumbai.com’s Sadh says: 
“No matter what the guarantee, the final 
risk rests with the investor in case the 
builder is not able to find a tenant.” 

T.R. Chakravarti, head of India Prop- 
erty Research, adds: “The important 
thing is to see how much the property 
can earn today and its ability to sustain 
and enhance the earnings in future. The 
opportunity to realise capital gains can- 
not be overlooked. But an analysis of 
how much the value of the property will 
go up based just on the projected infla- 
tion rates may not be very useful.” 

Commercial property is normally 
leased out for nine years on a 3+3+3 ba- 
sis. Thus, the rent is locked in for three 
years. So, like Rahul, if you buy a pre- 
leased property or lease out property 
this year, you can be saved from the ef- 
fects of declines in interest rates for the 
next three years (unless, of course, the 
tenant decides to move out). 

One thing that is assured in the real 
estate market now — and that’s likely to 
hold good for two more years — is the 
abundance of quality supply. Therefore, 
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it makes more sense to invest in a pre- 
leased property. The profile of the ten- 
antis crucial; getting a reputed multina- 
tional brand would reduce the risk to 
almost nil. 

When investing in commercial 
property, get a sense of vacancy in the 
surrounding areas. While the seller 


might be giving you the positives, if 
there are a lot of vacant properties | 


-investing In Malls 


around, you need to find out the reason. 
What are the long-term prospects of 
that area? Due to ‘decentralisation, the 
vacancy level in Delhi's central business 
district (CBD) has gone up to 41%, ac- 
cording to Colliers. In the south Mum- 
bai CBD, its at 35%. 

What about development in the 
vicinity? Consider the area near Gate- 
way Towers in Gurgaon. Around 10 
commercial buildings are expected to 
be developed there in the next two 
years. Things like this have to be consid- 
ered while evaluating investment op- 
tions. Ifyou invest there, will you be able 


to get a tenant at a good rate for along | 
time? But will the development lead to | 


appreciation in residential 
value in nearby areas? 

While you gauge the | 45 
market, it makes sense to 
plan your cash flows. The 
concept of rent discounting 
is catching on among in- 
vestors across cities. This is 
how it works: you can get 75- 
85% of the future rental value 
from your bank upfront, at 
10-12% interest. Suppose 
you invested in a property 
and leased it out for nine 
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years with a three-year lock in period. 
Now you can get about 30% of the value 
of property instantly from the bank. You 
can use these funds for generating fur- 
ther assets that can yield higher returns 
for themselves. The funds could also be 
deployed in other businesses. This helps 
accelerate the rotation of funds — a 
concept at the core of business. 


Mall mania is ubiquitous in India today 
— shopping malls are coming up in 
every city. In the national capital region 
(NCR), Gurgaon is leading the pack at 


the moment, but Noida will offer stiff 
. 2004— don't. Bansal of Colliers too finds 
the mall market overheated for the next 
few years. 


competition in the coming years. Sim- 
ply because there are more mails in 
queue. A part of the case for so many 
malls in Gurgaon was that they would 
attract crowds from south Delhi. Now, 
with malls coming up in Saket and Vas- 
ant Kunj in the next 2-5 years, that too 
would change. 


So if you were thinking of investing | 
in malls, take a break. True, many of © 
those planned may not see the light of ` 


Investment options in India 
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® Best Years Retirement Plan 

è Rewarding Life Whole of Life Plan 
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: day. But take a view of how big India is 
getting on malls: it now ranks 5th 
among 30 emerging retail markets in 


developing countries, according to real 


S estate consultancy Knight Frank. 


“There are three malls in Gurgaon 
right now, And about 20, if not more, are 


_ being planned. With all this supply com- 
ing up... prices are bound to fall next 
_ year,” says Dhiraj Sood of Aadhunik Es- 


x 


tates, a broker located right next to the 


_ Sahara Mall in the NCR. 


The views are shared by Manish 
Kashyap, head of transaction services at 


_ consultants CB Richard Ellis. He has just 


one word for potential mail investors in 


One emerging concept that is acting 


as a differentiator is that of the spe- 
 Cialised mall, like the auto mall being 
_ planned by Senior Builders in Noida. 


But that only adds to the worries of in- 
vestors. Varun Arya, an investor and real 
estate consultant, wonders: “Where 
would they get the tenants? There is not 
enough population in Gur- 
gaon to support that kind 
ofa mall, even considering 
the growth of the city in the 
next few years.” 

Also, the leases of sev- 
eral first-generation. ten- 
ants in existing malis will 
come up for renewal in 1-2 
years, as the three-year 
lock-in will expire. Com- 
bined with fresh supply 
hitting the markets, this is 
bound to affect prices 
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adversely. Narinder Juneja of Gurgaon- 
properties.net agrees that an investor 
may not be able to choose an investable 
property in Gurgaon given that so many 
malls are coming up within a 2-km 
stretch there. He says that for the malls 


to take off, big brands would have to set | 


up shop. 

So you might consider investing in 
malls after 1-2 years if the market gets 
more reasonable. If you have to invest in 
a mall right now, make sure that there 
aren't any more within a5-km radius. 


Investing In Residential Spaces 


Most investors in residential property | 


plan to use it for themselves somewhere 
down the line. That's how most in- 
vestors think. The rental yields, at 4-6%, 
are half of what you would get from a 
commercial property. Capital apprecia- 
tion isnt a strong point. And demand is 
being met by a robust supply of quality 
construction. Colliers’ Bansal reckons 
that this market too is overheated — for 
the next four years. 

This would hold true across geogra- 
phies. In Bangalore, a large number of 
prime residential projects are underway 
at Sarjapur Road, HSR Layout, White- 
field, Kanakapura Road and 
Banerghatta Road. Most of them come 
with amenities like clubhouses, swim- 
ming pools, gyms and games rooms. 
Colliers expects such projects to add ap- 
proximately 475,000 sq. ft of prime resi- 
dential space by June 2004. So for the 
purpose of investment, you should 
choose by location and other factors 


that may.make a property unique. Why 


would somebody pay a premium to buy 
your property five years from now? 
That’s the question you need to answer. 
But beware, a uniqueness may also fall 
out of favour with future investors. 


You may also look for deals inside | 


the main city, though everyone is talking 
about the suburbs. That's because sup- 
ply is likely to stay more or less fixed in 
the main city, unless some is thrown up 
by redevelopment, as in cities like Chen- 
nai and, to some extent, Bangalore. 

The reputation of the builder is very 
important here — more so if the project 
is still being constructed. Recently, 
some concrete slabs were reported to 





TRIBHUWAN SHARMA 





have fallen offin a new project in Noida. 
What recourse would you have if a 
builder sells you a dream on paper and 


you come to see that the end product is | 
a nightmare? One market observer re- | 


ported that one builder was in such a 
hurry that he advertised for a residential 


project that had not even reached the | 


drawing board! With so many builders 


vying for your attention, you have a | 


good reason to be all that more careful. 
Or you could invest in a plot of land. 
Even if you go slightly wrong in terms of 
the location, you can expect more-than- 
decent capital appreciation. That's why 


Vikram is applying fora plot. But be sure | 


you arent looking for the regular returns 
ofa rental arrangement right away. Get- 





'2004 ís the right time to invest 
An commercial and high-end 
nesidential' Manish Kashyap, head 
(transaction services), CB Richard Ellis 





ting a plotina government scheme may | 


be like winning a lottery, but there is a 
thriving secondary market in plots. 


Speaking to a couple of brokers would | 


give you a fair idea of the supply in the 
area of your choice. 

But within the overall supply glut, 
one could land good investment oppor- 
tunities in micro markets. “Certain areas 
like Hiranandani Gardens in Powai, 
Mumbai, have given buyers decent re- 
turns on their investment through ap- 
preciation,” says Sadh. According to 
consultant Arya, people investing in 
prime residential properties in Delhi 
and Gurgaon can expect suitable capital 
appreciation over the next few years, as 
the supply in this category is relatively 
limited. And it would make sense for 


BUSINESSWORLD 58 1 MARCH 2004 





residential investors who fit in below the 
Rs 4-5-crore bracket to pool in money to 
derive some price leverage. 

But Juneja of Gurgaonproperties.net 
suggests caution: “Unless you choose 
carefully, you may not be able to find a 
good tenant for prime properties. You l 
might have to keep the property vacant. 
In small properties, you can at least get 
the rental and diversify your risk by buy- 


_ ing properties in different places. By 


choosing a good location and quality 
construction and design, you can get 
capital appreciation in small properties 
too.” Look for areas that offer a certain 
type of properties, homogeneous in its 
own way. As one broker acerbically re- 
marked, “A potential buyer for a prime 
property would not like to have small 
and mid range apartments near his 
home. Whatis the point of having a Rs 1- 
crore home if the owner does not get the 
whole experience?” DLF Golf Course 
Road in Gurgaon is known for prime 
properties (Rs 1 crore upwards), while 
properties on Sona Road in Gurgaon 
come for Rs 15 lakh or more. 


The Last Mile 


Real estate is fast becoming an impor- 
tant part of an investment portfolio. It is 
areal asset and comes closest to offering 
fixed income returns, and it’s doing that 
better than financial fixed-income 
instruments. There is also the upside of 
possible capital appreciation if 
you get in at the right time and at the 
right location. 

But one major obstacle weighing 
down on the potential of the Indian real 
estate market is exorbitant stamp du- 
ties, which is administered by the states. 
While the lowest rate is 8%, in most 
states they range between 9% and 11%. 


| Himachal Pradesh and Uttar Pradesh 


levy the steepest charge of 14%. Com- 
pare this with other thriving Southeast 
and East Asian economies: Malaysia, 
Thailand, Singapore and the Philip- 
pines all have rates at 3% or below. Hong 
Kong levies 3.75% and South Korea, 
which is considered to be on the higher 
side in this region, charges 5.8%. 

Its for the government to help this 
industry walk the last mile to glory. 
Hope they got their plot right. E 
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NDIANS can now nurture their dol- 

lar dreams in earnest. One can buy 

stocks, open bank accounts, or ac- 

quire immovable property overseas 
worth $25,000 every calendar year. Well, 
it isnt all that new. The RBI had already 
allowed resident investors to invest in 
overseas portfolios, that too, without a 
ceiling. The new norm, while increasing 
the number of instruments, has put a 
cap on the total investment. 

True, it won't get you an apartment 
in Manhattan. But it can help enhance 
the existing forex limits on private travel 
($1,000), medical treatment ($125,000) 
and education ($100,000). Here are 
more of hows and wheres. 

E How can one avail of the scheme? 
No prior permission from the RBI is re- 
quired. You need to apply to an autho- 
rised forex dealer in a prescribed form 
stating the purpose and amount. Most 
banks are authorised forex dealers. 


E Can remittances be made onlyin US | 
_ stocks or mutual funds? 
They can be in any currency worth upto | 
$25,000 (Rs 11 lakh). So ifyou want to ine 
vest in the UK, you can buy a little over | 


dollars? 


£12,600 at the current exchange rates. 


open a foreign currency account? 


You can open foreign currency ac- 
counts with any bank outside India. 
However, no remittances — direct or 
indirect — can be made to Bhutan, 
Nepal, Mauritius, Pakistan or to na- 
tions identified as ‘non-cooperative: 
Egypt, Indonesia, Myanmar, Nigeria, the 
Philippines, Ukraine and Guatemala. 

W Can resident investors transact 
globally only through their banks? 

You are not bound to transact via autho- 
rised dealers or banks only. Those going 
abroad can also transact on their own, 
but will have to disclose the purpose at 
the time of buying the foreign currency. 
E Last year, resident investors could in- 
vest in equities of overseas listed firms 
that hold at least 10% in a listed Indian 
firm. Does this condition still apply? 
The later RBI circular doesn't mention 
this rider. So, as of now, the rider holds 
ground. The RBI is admittedly reviewing 
it, so it may be wiser to wait. 

E How can one invest in overseas 


Directly investing in stocks abroad may 
be expensive. Well-known US broker- 
ages Charge at least $25-50 (for 1,000 


| shares) as commission. Indian banks 
E Is their any restriction on the kind of | 

‘banks outside India’ where one can | 
' global wealth management firms. 


_ may start offering equity-related prod- 
ucts. Some others too want to tie up with 


worth $25, 000 without 
| RBI permission: e etl 


“r,estaie, or open bank = 
Í ccounts abroad | N A $ 





ry Spend more on “medical 
treatment, shopping, — 


hor study abroad ~~: 


B fan investment of $25,000 rises in 
_ value within the year, can one book 
_ profits and invest abroad again? 

_ The RBI doesn't state anything categori- 
cally on this issue. The regulations may 
_ be fine-tuned as and when needed. 

B In the above case, what would the 
_ capital gains liability be if the investor 


remits the investment? 
Incomes earned by Indian residents 
anywhere in the world are taxable in In- 
dia. But India has double taxation avoi- 
dance arrangements with some coun- 
tries. Ifa resident investor is liable to pay 
tax on income in that specific country, 
he may be allowed a tax credit in India. 
lg Can family members club individual 
limits and invest the larger sum abroad? 
Yes, family members can club their indi- 
vidual remittance limits. It would make 
sense especially if they want to invest in 
real estate. 

Knowing the fine prints of the law is- 


| nt the last thing. Keep yourself abreast 
_ of exchange rates and ensure that your 
_ bank does the same. After all, you want 
_ to be richer in rupees, don't you? = 
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ORGET the Hindustan 
Levers and Hero Hon- 
das, now the Uni- 
levers or Honda Mo- 
tors may find a place 
in your equity portfo- 
lio. Principal Asset 
Management Com- 
pany (AMC) is laun- 
ching India’s first global 
equity fund, Principal 
Global Opportunities, 
which will invest in stocks 
of firms listed abroad. 
Principal AMC’s US-based sponsor, 
the Principal Financial Group, will man- 
age the fund. Given that the groups 
strength lies in pension management, 
this fund's investment style is likely to be 
oriented towards stability of returns. 
There will be some significant limita- 
tions though. The fund can invest only in 





those overseas listed companies that ` 


hold at least 10% stake in listed Indian 
firms. Thus, the stocks of Unilever or 
Honda Motors would be within your 
reach, but not those of Microsoft or 


Personal finance 


Go global with.equities 


Coke. This would 
sharply curb the 
funds universe of 
stocks. The governing 
regulation also caps the 


f f fund’s maximum in- 
P vestment at 10% of the 
⁄⁄@ / AMC's total assets as on 


31 January 2003. Thus, the 
asset base of Principal 
Global Opportunities can- 
not exceed Rs 150 crore. 
But before you invest in a 
global fund, pay heed to the ex- 
change risk you may incur. An appreciat- 
ing rupee — against any currency, but 
most importantly against the US dollar 
— would imply a lower gain in rupee 
terms. Also, you may get to see the NAV 
of this fund at a delay, given the time dif- 
ferences between global stock ex- 
changes. The expense ratio would be 
crucial, as the fund may have to incur 
higher management fees. Yes, with a 
global portfolio, you need to be on your 
toes 24x7. 2 
RACHNA MONGA 












More pain or 


HE harried investors of Morepen 

Laboratories’ fixed deposit scheme 

have a way out. Rather than wait 
four years to get their money, they can 
now convert the deposits into fully con- 
vertible debentures (FCDs) 
of 18 months’ maturity. 
Though 20% of these would 
be convertible into equity 
shares right away, they can't 
be sold in the market yet, as 
there is a one-year lock-in pe- 
riod. The rest of the FCDs will 
get converted on maturity. 

Morepen had raised the 

fixed deposits in the early 
1990s. At redemption time, it 
could not pay the investors. 
The matter was referred to 
the Company Law Board 
(CLB), which decided that 






less? 

deposits up to Rs 5,000 be paid fully 
within a year from maturity. And those 
above Rs 5,000 be paid in instalments 
over four years from maturity. Morepen 
had wanted to defer payments over five, 
sixand seven years. 

Though the new option 
shortens the waiting period, 
in a way, the company is still 

asking investors to put their 
money at some risk. The con- 
version value will depend on 
the stock price after 12 or 18 
months. As of now, things 
arent looking too bright — 
sales have fallen to Rs 22.51 
crore in the quarter to Dece- 
mber 2003 from Rs 151 crore 


a year back, and the stock 
price has dipped by over 60% 
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over the same period. a 


EQUITY RESEARCH 101 


Where can a small investor get 
sound, inexpensive advice? In- 
diabulls, a retail financial ser- 


vices firm, may have an ans- 
wer. Its Indiabulls Equity 


Analysis research reports are 


targetted at the retail inves- 

tor. The reports can also be 

found at www.indiabulls.com. 
For Rs 500 a month, one 


can choose among reports on 


200 listed Indian firms. They 


will carry ratings based on four 


parameters — fundamentals, 


valuation, momentum and risk. 
In quantitative research, there 


would be Indiabulls’ ratings 


and buy-sell recommendations, 
stock fundamentals, and com- 


parative performance analy- 
ses. There would also be a 


qualitative report on the finan- 
cials and company outlook, all 


kept relatively jargon-free. 


“We are now expanding our 


database to include over 800 
stocks, including those not 
covered in the Sensex and 
Nifty,” says Gagan Banga, 
chief marketing officer. He 
plans to offer mutual fund 
analysis within the next quar- 
ter. Better late than never. 





IAN FOR PLANNING 

If lan Middleton has his way, 
finding an unbiased, knowl- 
edgeable financial planner wi 


not be a matter of luck. In fact, 


as director at Financial Plan- 
ning Standards Board (FPSB), 


US-based non-profit organisa- 
tion that promotes Certified Fi- 


nancial Planners (CFPs), it’s 
his job. On a visit to India re- 
cently, he outlined 
some steps FPSB 
affiliate Associa- 
tion of Financial 
Planners is taking 
in India to improve 
the lot of CFPs. 
The lakh-strong 
cohort selling fi- 
nancial products 
will be approac- 
hed for taking up 





the programme. Target: 10,000 


CFPs by 2007. Then, a fee- 


based system, where the client 


is charged, would be pushed. 


Also, talks are on with regula- 
tory organisations to increase 


the acceptance of CFPs. 


Bill Payment ? 
No Problem ! 
Pay your bills through internet. 





e-PAY from SBI 


Pay Your Bills online at 
www.onlinesbi.com 


Electricity bill, Telephone bill, Mobile bill, 
Insurance Premium etc. 


State Bank of India 


With you - all the way. 


Take a look at www.statebankofindia.com 
e-Pay is in association with BillDesk 
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domicile status — resident, 
non-resident, or resident but 
not ordinarily resident 
(RNOR). Some of these defini- 
tions were amended by the Finance Act 
2003, affecting particularly the RNOR 
status for individuals and Hindu undi- 
vided families (HUFs). So all of you en- 
joying the benefit of being an RNOR 
should check again if you would qualify 
for the status in 2004-05. 

If you are a resident, your incomes 
the world over would be taxable in In- 
dia. If you are anon-resident, you would 





need to pay the Indian exchequer only | 
on incomes earned in India. But an | 


RNOR, much like a non-resident, would 


be taxed on his incomes in India and | 


also on those earned abroad if the busi- 
ness or profession from which his in- 
comes accrue is controlled in India. So if 
an RNOR holds shares in an overseas 
company, he would not be taxed on the 
dividend earned from it. 

An RNOR, therefore, enjoys some of 
the tax benefits available to a non-resi- 
dent. Before the amendment, a non- 
resident who stayed away for at least 
two years out of the last 10 was treated as 
an RNOR. So if a non-resident who 
stayed abroad for at least a couple of 
years came home in, say, April 1999, he 


would have enjoyed an RNOR status up | 


to 2006-07 and his foreign incomes 
would have been exempt from taxation. 


HE total income to be taxedin | 
your hands depends on your 











| claim RNOR status for 2003- 


k @ B 
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But the new regime drags these into the 
tax net. 


Whom To Tax 

The definition of a resident governs that 
of a non-resident and an RNOR. If you 
look at the definition of the first in the 
box, ‘Resident Of India’, it would follow 


that if you went abroad for employment | 


during the year to 31 March 2004 and 
your stay in India in the year was of 182 
days or more, you would be a resident 
and your global earnings would be tax- 
able in India. 

So if you plan to leave for a job 
abroad in the next financial year, do so 
by 28 September 2004, so that you get 
the non-resident status and spare your 
overseas earnings from taxes in India. 

If you go on business tours abroad 


Non-resident check 


04 and 2004-05, provided you are resi- 
dent in India during 2004-05 too. After 
that you would be deemed ordinarily 
resident, given that you satisfy the con- 
ditions of being so. 

Hence a person continuously non- 
resident for nine years who then be- 
comes a resident, gets the RNOR tag for 
the year he becomes resident and the 
one after that. In these two years, his for- 
eign incomes would not be taxable. 
Those coming back usually own some 


_ foreign investments. The income on 


such investments shall not be taxable 
during those two years, but after that, it 
will be taxable. 


| Mi Ifa person was non-resident for six 


during 2004-05 and your stay in Indiain | 


that year is less than 182 days, you can 
still be deemed a resident. This would be 
if in the four years to 31 March 2004, 
your stay in India was of at least 365 
days, and in 2004-05, is of at least 60 
days. You can claim the status of a non- 
resident if you stay here for less than 60 
days in 2004-05. 


The primary intent behind creating ` 


the RNOR status was that people who 
came back could adjust their finances 


within two years and then pay taxes like | 


residents. Thus the Finance Act 2003 
provided that an individual would be an 
RNOR in any accounting year if he has 
been anon-resident in nine out ofthe 10 
financial years, or has been in India for 
less than 729 days during the seven pre- 
ceding financial years. 
Befuddled? The following 
illustrations may shed some 
brighter light. 
E If you were staying abroad 
and came to India during 
2003-04 for permanent set- 
tlement, and your stay in In- 
dia during the year was 182 
days or more, then you can 
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complete years and comes to India and 
his stay in India exceeds 182 days in the 
year of return, then his status would be 
of an RNOR for that year, as he would 
satisfy the condition of having been in 
India for a period of less than 729 days in 
the seven years preceding the year of re- 
turn. Thereafter, his residential status in 
India would depend on the duration of 
his stay in India during the relevant fi- 
nancial years and his stay during the 
previous years as discussed above. 

Let's take the case of an Indian citi- 
zen who goes out of India for employ- 
ment on 1 June 1997. It's also assumed 
that he has never gone abroad before 
that. Then, he returns to India on, say, 5 
June 2003 forever. For the financial year 
ended 31 March 2004, his residential 
status would be of a resident who is not 
ordinarily resident, provided he has not 
stayed in India for more than 729 days in 


From 1 April 
2004, returning 
NRIs can avail 


of beneficial tax 
treatment 
for 1-2 years 
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e Higher cover eSmooth return 


= Partial withdrawal facility as per one's choice. 

= Term of your choice thus making it flexible. 

m On death : 250 times of monthly premium is payable + 

return of premiums* + loyalty addition*. 

On maturity : Sum assured + loyalty addition*. 

Term rider and Accident Benefit options for additional risk cover. 
Auto cover. 

Premium starts from Rs.250 * per month 





Our development officers and agents will be pleased to 
call on you for further details. 


C Life Insurance Corporation of Jadia 
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* Conditions apply. 

















the seven years ending on 31 March 
2003. For the financial year to 31 March 
2005 and thereafter, his residential sta- 
tus would be ofa resident and ordinarily 
resident, provided he satisfies the con- 
ditions of being so. 

@ Let us take another case where a per- 
son goes abroad on employment for the 
first time in 2001-02, after being in India 
for 180 days in that year. In 2002-03 he 


x Resident of India 


i 


makes a 60-day trip to India and goes | 
back. In 2003-04 he comes back and | 
BB He is an Indian citizen or a person of Indian origin (defined as one who himself, or el- 
ther of his parents, or either of his grandparents, was born in undivided India) who visits 


stays in India for 260 days. 


Such a person would be deemed a — 
non-resident for the accounting years ` 


2001-02 and 2002-03, as his stay in India 
in each of the years would have been 


less than 182 days. For the year to 31 | 
March 2004, he would be considered a | 
resident, as he has not been a non-resi- | 
dent for nine out of the 10 years preced- ` 
ing years and his stay in India in the pre- | 


ceding seven years exceeds 729 days. 


What To Tax 


The Income Tax Act allows some special ` 
benefits for non-residents. Section 115C | 
of the Act defines a non-resident as an | 


individual who is a citizen of India ora | 


person of Indian origin (for the relevant 


definitions, see ‘Resident Of India’) but — 
- would not be taxed under Section 45. 


who is nota resident. 


The total income of a non-resident | 
would include any investment income ` 
(defined as interest income derived | 
from a foreign exchange asset) or that ` 
from long-term capital gains (long-term ` 
capital gains is defined as income | 
chargeable under the head ‘capital | 
gains’ relating to a long-term capital as- 
| public limited Indian company, de- 


set denominated in foreign exchange). 


And the tax payable by him would be ` 
_ pany, and any Central government se- 


the total of the following: 


(i) On investment income included in ` 
the total income, at 20% (slab benefit of ` 
_ eration from transfer less the expendi- 


Rs 50,000 isn't available); 


(ii) On long-term capital gains included ` 
in the total income, at 10% (slab benefit | 


of Rs 50,000 isn't available); 


(Hj The total income, less the incomes ! 


stated above, at the normal tax rates. 


Foreign exchange assets would in- ` 
clude shares in Indian companies, 
debentures of a public limited Indian | 
company, deposits in a public limited | 
indian company, and any Central gov- | 
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An individual would be considered a resident of India in any financial year if he satisfies 


any of the following conditions: 
E In the usual case, if 


a. He is in india for at least 182 days in that financial year, or 
b. Has been in india for a period adding up to 365 days or more in aggregate in the four 
years immediately preceding that financial year and is in India for 60 days or more in 


that financial year. OR 


E He is an Indian citizen who leaves the country during the financial year for overseas 
employment or as crew of an Indian ship, and is in India in that financial year for 182 


days or more. OR 


india in the financial year and stays for 182 days or more. 


I Ea aaan amaa ny. annn AAN AAAA D AAAA AA Ain EN ites AA a a aai ARAA A Raa a Ange pa ananaga miaa reana Aen N A e thet AA A A Para aama AANA SME paano aa hananira 


ernment security, provided that they 
have been boughtin convertible foreign 
_ (i) Total income consists of only invest- 

According to Section 115F of the In- | 
come Tax Act, when a non-resident | 
_ transfers a long-term foreign exchange | 
_ asset and invests the net consideration | 
_ in any ‘specified asset’ or in NSC Issue | 
VIII within six months of the transfer, | 


exchange. 


then the following situations have to be ` 


taken into account: 
(i) If the cost of the new asset were equal 


I 
¿ 
i 
i 


to or more than the net consideration of | 


the original asset, the capital gains 


(ii) If the cost of the new assetis less than 
the net consideration of the original as- 
set, the following amount shall not be 


taxed under Section 45: (capital gains x | 


acquisition cost of new asset) / net | 


consideration. 

Specified asset can comprise shares 
in Indian companies, debentures of a 
posits in a public limited Indian com- 


curity. Under Section 115 net 
consideration would mean the consid- 


ture incurred for the transfer. 


Further, the new asset is to be held | 
_ by the non-resident for three years from | 
the date of acquisition. Otherwise, the | 
_ capital gains from the transfer not taxed ` 
earlier would be deemed as income un- | 
der capital gains on long-term assets, | 
and would be taxed in the year in which | 
the new asset is transferred or converted ` 


into money. 
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Also, anon-resident need not file his 
income return in the following cases: 


ment income and/or long-term capital 
gains; and 
(ii) Tax at source has been deducted 
from such income. 

Where a non-resident becomes as- 
sessable as a resident in a particular 


year, under Section 139, he may putina 


written declaration while filing the re- 
turn for the year in which he is assess- 
able and continue to avail of the benefits 
of the above sections for investment in- 
come from foreign exchange assets. 
Thus, ifa non-resident becomes a resi- 
dent in 2003-04, he can give a declara- 
tion to the assessing officer with the 
year's income tax return. In the declara- 
tion, he must say that he wants to be 
governed by the provisions of the spe- 
cial chapter on non-residents. Ifhe does 
so, the interest income would continue 
to be taxed at 20% till it’s transferred or 
converted into money. 

He may opt out too. If he doesn't 
want to be considered for tax exemp- 
tion, he can exercise the option by fur- 
nishing his return of income for that as- 
sessment year under Section 139 and 
declaring that the provisions of the said 
sections would not apply to him for that 
assessment year. € 

Vinod Gupta is a practising chartered 

accountant and a tax expert. Send your 
queries to tax@bworldmail.com. 
Queries and general issues 

are taken up in the column. 
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— from Villa Parad: 





Bali has its very exclusive Nusa Dua renowned designer Belt Collins 
beach, Hawaii has its Hulopoeareaand © Portugese-style architecture 
now Goa has Villa Paradiso. by Hafeez Contractor * The Tata 






A group of villas, terrace houses and Housing assurance of supreme xe 

row houses that lie in what is certainly construction quality “ee 3 Hi He 

the most divine spot in Goa, if not on Note: In a landmark judgement, u TA ANUE HE 
Earth itself. the Supreme Court of India has A T 
Villa Paradiso features: quashed the earlier order issued VILLA PA. ADISO 
Panoramic views of the Arabian by the Goa Bench of the Bombay BETIM-GOA 

Sea * Landscaping by world High Court. Heaven’s own Paradise 


Tata Housing Development Co. Ltd. 


To reserve your place in heaven's own paradise, do contact Tata Housing, Emeralde Court, 704, Lady Jamshedji Road, Mahim (W), Mumbai 


400 016. Tel: (022) 5661 4444. Mobile: 09821731790, 09820402194. Fax: (022) 56614570, E-mail: sales_ nm@tatahousing.com, 


Website: www.tatahousing.com 


Built, using SETF Method. Site address: Plot No. 69/4, Village Penha de Franca, Taluka Bardez, Betim, Goa 403101. 
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THE smart investor wants to limit risk 
while gaining sustainable returns. The 
previous article in this series (‘Reduce the 
Risk, BW, 26 January 2004) had laid out 
the basics of derivatives — futures and 
options — and explained how they can 
help achieve that purpose. This one looks 
at some uses of those instruments. 


ERIVATIVES offer a smart way 
to take a long shot at the equi- 
ty market — rollover. The 
term describes a set of trans- 
actions that close a near- 
month contract and shift the 
position to the next-month contract. 

An investor who is bullish on, say, 
Maruti buys futures instead of shares. At 
the end of every expiry, the futures posi- 
tion can be ‘rolled over’ to the next 
month. So if he bought a Maruti future 
on 15 January, he would sell the January- 
expiry futures on or before 29 January 
ee expiry date) and buy February-ex- 
If he’s still bullish near the 

‘tne February expiry, he 
vould se! the February-ex- 
piry futures and vuy March- 
expiry ones. At all times, he 
would have along position on 
the stock. He can continue 
this process till he is no longer 
bullish on the stock. 

The investor gains by sav- 
ing on the initial cash outflow 
— only 30-40% of the expo- 
sure is paid as futures margin. 
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He can allocate the rest of the margin to 
a safer asset class, and achieve leverage 
and diversification among asset classes. 
There are other things investors 
need to guard against. One such is mar- 
ket risk, a measure of which is volatility. 
Consider this: the Indian stockmarket 
rose sharply in 2003 riding the ubiqui- 
tous ‘feel good factor’. Corporate results 
also bore out the optimism, and this 
year is likely to be good too. Yet, the 
broad market indices — the Sensex and 
the Nifty — have tanked about 10% 
from the recent all-time highs. Why? For 
one, sheer nervousness of market play- 
ers at the higher levels and the conse- 
quent urge to book profits often. 
Derivatives offer a hedge against 


such frailties too. When an investor feels | 


the market will fall, he can hedge his po- 
sition by selling, say, Nifty futures agai- 
nst his portfolio. If the market falls, the 
dip in portfolio value will be compen- 
sated by the profit on the Nifty futures. 
But if the market rises, the rise in the 
portfolio value would be offset by the fu- 
tures loss. Thus, while reducing risk, this 
strategy reduces the profit potential too. 

The number of lots to be sold would 
depend on the size and constituents of 
the portfolio, the Beta of the consti- 
tuents, and how much of the portfolio is 
to be hedged. Beta measures the sensi- 
tivity of a stock to the broad market in- 
dex. So if the Beta of a stock is 1.2, and if 
the market rises by 1%, then that stockis 
likely to go up by 1.2%. If one owns a 
portfolio, one would need to calculate a 


Calculating the Beta of a portfolio 


Stock 


No. of Price vaye 


shares (Rs) s) Beta 


FS x 


/29,00,000, — 
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Beta x Value 


Roll and hedge 


portfolio Beta — a weighted average of 
the constituent Betas. 

Consider a portfolio with HCL Tech- 

nologies (3,000 shares), SAIL (10,000), 
Oriental Bank of Commerce (3,000) and 
IPCL (4,000). The Betas of these stocks 
are 1.8, 1.6, 1.3 and 1.0, respectively. 
W Step 1: Calculate the portfolio value 
and Beta. We want to reduce the risk of 
the portfolio; the cost of the portfolio is 
not relevant at this point. The calcula- 
tion of the portfolio value and Beta are 
given in the table below. 

Thus, the portfolio Beta in this case 
is (40,38,500 / 29,00,000), that is, 1.4. 

W Step 2: Find the value of an index fu- 
tures contract. For this, the current price 
of index futures is used. If Nifty futures is 
trading at 1,880, the value of a Nifty fu- 
ture would be 1,880 x 200 (the lot size), 
or 3,76,000. 

IB Step 3: Calculate the number of con- 
tracts needed for hedging. This can be 
done using the formula (portfolio beta x 
portfolio value) /futures value. In this 
case, it would be around 11 contracts. 

W Step 4: Sell Nifty futures. Since the 
portfolio is long (bullish view), 11 Nifty 
futures contracts should be sold to 
hedge the portfolio. 

We know how futures compensate 
for increases and decreases in the port- 
folio value. So, players often hedge only 
a part. In the above example, if only six 
Nifty futures are sold, the portfolio 
would be partially hedged and the Beta 
would be reduced to 0.6, reducing the 
sensitivity from 1.4 to 0.6. 

Derivatives manage your 
risk by transferring it to 
someone willing to take it. In 
the bargain, you can enhance 
returns over a longer run. To 
each according to his own. W 


Vineet Bhatnagar is MD of 
Refco-Sify Securities. The views 
expressed are personal. He can 
be contacted at personalfi- 
nance@bworldmail.com 
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come to Peerless 





Because we offer a solution to suit every need. 


We know what you want. Solutions to suit your varied needs.Which is why ,we have added new 
and innovative ideas to our portfolio. Because,each one of you is special to us. 
No wonder 4 crore customers have chosen to trust us. 
Understanding our customers with a fresh perspective has brought us even closer to you. 
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Personal finance 


The P- E/growth connection 








AST time we discussed the 
price-earnings (P-E) ratio and howit 
can help gauge the ‘value’ of a stock. P-E 
tells us at how many times a company’s 
earnings per share (profits) its stock is 
trading. (See www.businessworldin- 
dia.com for more on P-E.) But what that 
measure does not tell us is how a share 
can have a high P-E and still be an at- 
tractive buy. That’s where PEG (price to 
earnings to growth) is ofhelp. 

PEG is the ratio ofa company’s P-E 
to its earnings growth rate. A company 
with a high P-E can be an attractive buy 

if its growth rate is also higher than that 
ofa comparable company with a lower 

_ P-E and slower growth. 

The lower the PEG, the better the 
share price. A PEG ratio below 1 means 
that the share is attractively priced and 
a PEG above 1 means indicates that it's 
expensive. Let's have the final word 
from Peter Lynch, as quoted in One Up 
on Wall Street. “The P-E ratio of any 
company that is fairly priced will equal 
its growth rate. In general, a P-E ratio 
that is half the growth rate is very posi- 
tive. A P-E ratio that is twice the growth 
rate (ora PEG ratio of 2.0) is generally 
very negative.” 

Let's look at this tool with the exam- 
ple of two new-age bank stocks — ICICI 
Bank and HDFC Bank. 


While weighing whether a stock is attractively priced or not, one could do with 


| anidea of how the share will be valued in a year or so. So a PEG based on expected 
|| earnings growth is qualitatively better than one based on current earnings. 


Earnings estimates can be had from reputed research firms (estimates are avail- 


| x able at Multex Global in the research section ofICICIDirect.com) or can be taken as 
| the average at which earnings have grown in the last 3-5 years. Analysts often pro- 
_ vide growth projections. But you will realise that reliable projections are not that 


easily available. That's one of the reasons why different people perceive the same 


| share differently. 


If good estimates are not available, a PEG based on the current P-E is the next 
best thing. You dontt have to calculate the P-E; all financial newspapers carry it. 

Now let's dig into the example at hand. Based on estimated EPS (earnings per 
share) for 2003-04, the P-E ratio of ICICI Bank is now at 14, and that of HDFC Bank 
is at 21. Does that mean ICICI is a cheaper buy? A comparison of only the P-Es 
would ignore the rate of growth in earnings. After all, the company with a higher 
growth rate would recover your investments faster. This is where PEG comes in. 

Now, the forward P-E of ICICI is 13.72. Its estimated EPS growth for 2003-04 is 
18.81%. Given this, its PEG ratio will be 0.73 (13.72/18.81) on 31 March 2004. In the 
case of HDFC Bank, the forward P-E is estimated to be 20.73, The estimated EPS 
growth for 2003-04 is 38.39%. Hence its PEG on 31 March 2004 comes to 0.54. 

Based on next-year growth rates, the valuation gap between the banks would 
reduce if they stay at the price indicated in the table. But the aim is also to project 
what the future price could be, instead of assuming one. 

One way to do that is to look at the price assuming that the P-E ratio estimated 
for 31 March 2004 would be maintained a year later. In the case of ICICI, the proje- 
cted price would be 25.93 x 13.72 = Rs 355 (estimated EPS x current P-E), For HDFC 
Bank, it would be 22.30 x 20.73 = Rs 462. Based on this, we would expect ICICIs 


_ price to rise 14% (Rs 305 to Rs 355) and that of HDFC Bank 25% (Rs 367 to Rs 462). 


This is basically the future price adjusted for earnings growth. 
So the PEG analysis shows that both the stocks are priced attractively. But 


_ HDFC Bank — even with a much higher P-E — is a better buy than ICICI. Ifyou buy 


HDFC Bank, you could recover your investment faster than if you bought ICICI. 
Thus PEG sets the pitch for rational economic evaluation — something that 
may not always be reflected in market sentiments. But one should heed a dictum of 
investor extraordinaire Warren Buffett's mentor, Ben Graham: “The stock market is 

a voting machine in the short term, but a weighing machine in the long term.” 

One caveat: PEG analysis by itself is not comprehensive enough, as it does not 
consider factors like management skills and overall asset quality. As ever, one is ad- 
vised to supplement technical analysis with qualitative ones. m 









The PEG measure 








x Estimated — Estimated Estimated P-E, 
Name | earnings growth, | EPS, : 31 March 2005 {at : 
2004-05 (%) 2004-05 (Rs) “estimated prices in Rs) ` 











16.28 
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Source: IClCiDirect.com 
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THE Refreshingly NEW INDICA V2 





EVEN MORE CAR PER CAR 


We all know it's only human to want more. Which is why we are pleased to introduce the New Indica V2. Refreshingly different, 
with everything from a sporty new look, stylish interiors, and more. A sleek fascia with a chrome-lined grill, 
clear lens illumination, muscled flares, flexible seating and electronic instrumentation with tacho, come as standard. 
Driven by a 1400 cc high performance petrol engine and a fuel-efficient diesel engine, even nature can't resist its fresh appeal. 














FCB+ULKA410055CR 


Visit us at www.tatamotors.com For assistance or queries on our passenger car range, call our toll-free number: 1600-225552. Accessories shown are not part of standard equipment. 
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|215) Sensex & 
| 195 | BSE 500 









205.50 eit 
(2,379.96 pts} 


2 
{6,027.02 pts} 
Values rebased at 100 | 





i 
i 
I 
| 
135 | ® Sensex 183. j | 
| 
a 
4 | 


Other Indices 
Broad 


| Indices cy Change Change 


Indices = 
BSE cD* 
BSE HC** 
BSE iT 


Lanth (6) Ly (%) 





Values of indices as on 18 Febuary 2004 


Sector Watch 


FM CG (BSE FMCG shares with lowest price-book value ratio) 


> Price (Rs) ` 





Change (%) 
1month 4 year 
Kothari Products (183. 50 -7.32 ` 18. 39 
Everyday industries ` 29. 2 
Jay Shree Tea &ind. 63.25 
Jindal Photo 
Ruchi Soya 
Venky' s (india) 
Vashisti Detergents 
McDowell&Co. 5 
Henkel Spic india 
Tata Coffee 
indo National 


Gold ,140 
(in Rs/10 gm) 









BSEFMCG — 1069.6: 


*Consumer duae ssloaltlicarg ` 






400.00 -9.43 31.16 134 8.58 


Fastest rising sectors 
ane ny aa 108.56 
@ 12 mths 


x x 
z secu 144. o maaa š 1 mth | 
x x 
i 


= AAR 6 3 O OO 150 200 
Period ended 18 Feb 04 


Aero BOLE EIT Mm ARNON CASTS AEN EASA Dn mom tet Den sia nasuy ra saksa maana AAAA Aptos pe 


*Capital goods 


Change ` Change Change — Change 






tath Q). Lye Q) yr P) 






Dow Jones 
FTSE 100. 
Nikkei 225 

Straits Times 


Manov an ada. 


P SU « (BSE PSU shares with lowest price-book value ratio) 


Price {Rs} — Change) PBV PE 
1 month 1 year 
IDBI T5 s. _ 9. TL: 2 





Bank of India 
MTNL 

Allahabad Bank 
SB of Travancore 
Gena Bank 

UBI 

Syndicate Bank 
Chennai Petra. 
Uco Bank 








Kothari Products 
indo National 













500 | 


P&G Hygiene & HC 428.20 ` E 90 76.21 4.67 18.65 
— 57.21 4.22 5.16 


Venky' s (India) 
Godfrey Phillips 
Hindustan Lever 
Tata Coffee 
McDowell & Co. 
Godrej Consumer 


O 448 7. 


8 3.55 1 






Prices 2 as on 18 Febiiaty 2004 


6.54 2.17 


3.87 23.31 


3 3.51 12.81 
8 3.24 19.70 
L24 3.43 5.28 








National Fertilizers — 42.00 
Shipping Corp. 
Kochi Refineries 
ONGC 

Union Bk of India 
Allahabad Bank 
Chennai Petro. 
Bongaigaon Ref. 
Nalco 

MTNL 

SB of Travancore 


Source: BW research 
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Mutual Funds 


Best lyr Worst Lyr 
Return Return 





Return Return 
lyr SP 3er 


Assets 


Return 
{Rs crore} tar 


Scheme 
EQUITY: DIVERSIFIED 
HSBC Equity 
Franklin India Prima 
Reliance Growth 
DSPML Opportunities 
Reliance Vision 
HDFC Top 200 
Templeton india Growth 
HDFC Equity 
Franklin india Biuechip 
un Master Value _ 








Best and worst retums caiculatod since saan or the scheme 


Composition Return Return Return 
iy SIF 3yr 


Best l-yr Worst lar 
Fehr s 





lequity:debt). . 1-yr 
HYBRID: EQUITY-ORIENTED 


HDFC Prudence 
Alliance '95 

Tata Balanced 

FT India Balanced 
DSPML Balanced 
Birla Balance 
Canganga T 
Prudential ICICI Balanced 
Franklin India Balanced 
Sundaram B Balanced _ 





1 t.35 20. 70 
Best and worst tau Auteuated since bainch of the scheme 


‘Return 
Agr SP Bey 


65.12 69.45 19.66 71. 


papai ety ce tad INNE EE A E st AAA fan EA aye stare per LN 


Return 
6-mth 


Expense 


Ave mair 
rity {yrs} 





_ ratio 
DEBT: MEDIUM-TERM 


HSBC income investment 
Templeton India Inc. Build. 
HDFC High Interest 
HDFC income 

Birla Income Plus 


menanam wet ene. pst tote Fe seateanebAaghneynpdesd samasaa E ca aa iayy RPA Ai 










Return 
1-yr SIP 


Return 
mik 


Composition. Avg mate- 
lequñty:debt] rity rsi 


Alliance MIP 

FT india MIP 
Templeton MIP-G 
Tata MIP 
Magnum MIP-DQ 


Returns as on 17 February 2004. Portfolio data (asset size, expense ratio, and composition) as 
on 30 January 2004. Fund returns (in %) are annualised, except for the 6-month period 
(absolute). Schemes with the largest corpus (and not having a single investor with more than 
25% of assets) are ranked in order of 1-year returns. SIP (Systematic Investment Plan): Returns 
on Rs 1,000 invested on the 10th of every month in the scheme for the last 12 months 
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MF ACTIVE ss satabesiaiedd 





. State Bank of India 


. Bhari Tele-Vestures 
: Satyam Con yout 
ff ni ke Que 
Zee Telefilms ú 

x Mahindra & Mahindra 


TOP 10 SHARES SOLD 
_ Hindalco Industries 

_ Digital Globaisoft 

isco oe 

= ONGC 

. GAIL (india) 

_ Ashok Leyland 

_ Reliance industries 


| BPCL 
| Mphasis BFL 


. Data based on Dec 2003-Jan 2004 portfolios 
of all open-ended mutual funds 


Return 3 








“TOP pyre BOUGHT 


it 


infosys Technologies 





IPOL 








Funds with | 
highest exposure to: u 
Š Energy : 


19.66 


1962 





18.00 = 
17.50 _ 
Birla Gic ut Master U 
Dividend rForture'94 Growth 
yieki plus 
% Healthcare 


40 39.66 








i Kotak : 
i MNO ; 
i H 
x £ 
4 
i 
i 
$ 
Ei — a iai ai ai RA piaia aA a IE REI de e Ae Dea Aek aA A AAA Tapia ten À wa 


~ Solitce: Value Research india 
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Your Insurance 


Health Insurance 





(For Rs 1 lakh Premium comparison for hasit Mediclaim — Maximum Max. <7 ! Ho cis claim Mores Coverage | Age for med. Family 
coverage) insurance policy in Rs (Entry age) = cover tits) age (years) > covered days exam. (years) discount 
(30) {40} (50) (60) 
PSUs l 1,415 1,539 2,202 2,507 5,00,000 60 — 5% 650+ 60 >45 
Cholamandalam 3 ea 1,685 2, 436 ` 2943 | 10, ,00,000* 60 oe 4 200+ : >55 
Bajaj Allianz 1,308 1,308 2,463 NA. 500,000 55 | 5% 600 ` >51 
Royal Sundaram | 1,674 1674 2,431 i: 431 - 5,00,000 55 15%” r 150+ “3 >60 


Rates lngucive pe service tax *if say <Rs 10, 000 p.m, ake maximum cover is Rs 5 lakh; #60% of cover or r Rs 5 lakh, whicheuek is wes 


Term Life Insurance 
| Maximum age ` 





Policy/insurer of entry < Tenures possible _ a Ç 





cmt SL x — 
usa OM Se = 
var x "Y _ u 55 ae 5,10,15,20,25 yrs 7 sors 
— = Term 55 — 5,10,15,20,25 yrs í Toys | 
Lic Anmol Jeevan x 50 ys oe Sto 25 yrs 


Notes: Any critical itt iness s detected: after the nosey has Desh taken will not have any picti on “the premium 
*Cover is for a five-year period 


Free look period of 15 days for all policies as per IRDA regulations 


Maximum age - 
_ at expiry ane 


Ç 65 ys _ 


O GO 





eee Bajaj Capital 


F _ For life cover of Rs 10 lakh 
Premium í in Rs (Entry age/coverage period in yrs). 








ees wam (40/20) — (50/40) — (55/10) 
Rs1lakh 3,043 5430 8197 — N.A. 
Rsilakh 3,050 5,110 8320 => 12,600 

Rs25lakh 3,220 5,650 10,000 12,150% 
Rs2lakh 3,160 5,150 8,790 13,100 
RsSlakh 3,860 7,010 14,450 NA, 


Source: Bajaj Capital 


Your Property 


Delhi Rental and Capital Values 


The availability of high-quality luxury developments both in the city and the 
suburbs has seen the return of speculative investment. The values in the 
prime colonies of south Delhi have grown 25-30% since last year 


‘Rental value {apt} H 


š Capital value 

= [Rs month) ` zs: . {Rs/sq. ft 
akh-1.75 lakt q 8,500-12, 000 
10, 000- 13, 000 







Vasant Vihar (Grade A) 
Prithviraj Road, Golf Links 


Panchsheel Park, Def. Col. S =, 500-6,500 
Gurgaon (Grade A) : 3 2,500-3,200 
CR Park OO — 2,000-2,500 


Bangalore Rental and Capital Values 


As in 2003, residential real estate demand in the city continues to be 
driven by the tech sector. The values across micro markets are expected 
to strengthen over the oe months 


< Capital value ` 


o EE 


Rental value tapt 







:RsAmonthi 





Richmond/Lavelle Road | | p 





Palace Orchards 2,000-3,500 
indiranagar | 1,800-2,600 

Koramangala | = 1,.400-2,500_ 
Jayanagar/JP Nagar 20,000-60,000  1,300-2, 200 


Source: Cushman & Wakefield India Research 
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Mumbai Rental and Capital Values 


The possibility of diamond merchants moving trading operations to the 
Bandra-Kurla Complex may raise residential demand in the area. The lack 
of vasa a may push ue pice over the next 12-18 months 







Cuffe Parade, Colaba 
Cumballa Hil 
Worli, Prabhadevi 
Powa 


Navi Mumbai O > 1, 200- 2, 500 


Hyderabad Rental and Capital Values 


The services sector, led by IT and ITES, will remain the primary driver of de- 
mand. Push is also likely to come from the biotech and pharma industries. 
pinned pees and values are likely to experience — trends 


a Rental value lapt] 
o Pma — 


| Capital yae 
ifis/oa. ft) 







Boniara i Hills, Jubilee e Hills U 
Punjagutta- Begumpet 
Sri Nagar Colony 


nee gernenn Onecare tary 


Notes: The Delhi rental rates a are for 1, 800-2,500 sq. ft apartments. The Chen- 
nai rates are for 1,200-1,800 sq. ft apartments, and the Mumbai rates are for 
1,000-1,800 sq. ft apartments (For Navi Mumbai, it's 900-1,400 sq. ft). 

The Bangalore rates are for 1,500-1,800 sq. ft apartments 
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make! 

advertise with Businessv fie Contact us today 
Advertisement Rates 

{| R. 


BW Classifieds 


Play the game 


yr advertising in Businessworld Classifieds call or email: Delhi- Vijaya Saran 9810508972, vijaya@abre om; Mumbai 
Chennai- R.V. Praveen 98840 | 4966, praveen@abpmail.com; Kolkata- Devasree Chadha 9831259 |46, devasree@ na Banglore 


Get it! 
Flaunt it! 


A magazine to help you sift 
through conflicting and 
confusing claims, and buy 

the best. 





Critical before-you-buy info on the 
entire range of latest in electronic 
and digital products. 


_ Before-you-buy info 3 i ` Living Digital also keeps you updated on 
g = EF how to get the most from your gadgets both 
_ After-you-buy usage tips D > 4 aoe T at work and fun. Smart, crisp, on-the-ball features, 
>” | ae 1, reviews, catalogues, comparisons and news, 
_ Future technologies as Se Sail -that help you maximise your money's worth. 


Product reviews 


A magazine that helps you 
choose the best products and 


gets you your money's worth “ 
Buy smart. Live smart 


CYBER MEDIA 


Living Digital is a CyberMedia publication 
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Your Borrowings 


Home Loans 
- Bank HF1 name 








ET Floating Upfront fees (%) 
interest (%) EMI(Rs) interest(s) EMI(Rs)  (% of loan} 





Prepayment charges 






No prepayment allowed in the first 2 years. 2% from 


1,111 >? 3 3-5 years. No charges after 5 years 


No charges on part-prepayment. 2% charges on 





hai foreclosure of loan 
1.187 None on part-prepayment. 2% charges on amt 
š prepaid and on all amts prepaid in the last 1 year ^ 
1.187 No charges on part-prepayment, 2% charges on 
š foreclosure of loan 
1,200 No prepayment charges 





No charges on part-prepayment. 2% charges on 

À 2 _ >>> transfer to another financier 

Citibank a 7m 1.200 o0 None on part-prepayment. 2% charges on amt pre- 
cee oS an e paid and on all amts prepaid in the last 1 year ^ 


1,200 0.50 


ENEE — s No charges on part-prepayment. 2% charges on 
er Bank van = : transfer to another financier 

State Bank of Indi 1.213 No charges on part-prepayment. 2% charges on 
i ti foreciosure of loan 

Corporation Bank 1,227 No charges on part-prepayment. 2% charges on 
oe foreclosure of loan 

Bank of Baroda 1.240 No charges on part-prepayment. 2% charges on 
os j D foreclosure of loan 

"N | | O No charges on part prepayment. 1% charge on 

Vijaya Bank 1,240 r foreclosure of loan 





Rack rates are collected from public sources and are subject to variation among borrowers EMis per Rs 1 lakh for a Rs 10- lakh, 10-year loan *Festive offer 
rates; for ICICI Bank, the offer is only for loans of Rs 10 lakh or more; for ABN Amro, the interest rate is 6% in the first year, 6.5% in the second, and 7. 75% from 
the third onwards. **Processing charges; legal charges extrav Processing + mortgage charges | Administrative + mortgage charges # Processing charge 
# Statutory and legal charges: Rs 2,400 p.a. “During the last one year from the date of final prepayment 

Source: Apnaloan.com 


Credit Cards 


joining Annual Cr. limit Rs) Free cr. Rollover Cash timit ` ñecident Cover (Rg ” Cash withdrawal 


fee Rs: ` tee Rs} Minimum period” int. Spm, Ram ' Road | -Ar | charges: 





990. Rs 150 or 2.5%* +2.95% int. 
100 Rs 75 or 2.5%* +2.95% int. 
_ Rs 100 or 2.5%* +2.95% int. _ 
JO Rs 150 or 2. 5%* +2. 65%* int. 


9. 3% of cash advance | 

UO Rs 80 or 2.5%*+8% ser. chr. ` 

,000 Rs 150 or 2.5%* +2.95% int. 
900 Rs 75 or 2.5%* +2.95%* int, 
O Rs 75 or 2.25%* +2,95% int. ^ 
} Rs 100 or 2.5%*+2.95% int. 

900 | Rs 75 or 2.5%* +8% ser. chr. _ 

x 6, 00. .000 2.5% of cash advance +2.5% int. 


Nia IG ARICA N a AERC ARSE OAD MINE na aaa u eh tae Aa ns amaari E AIEEE R PET B EAIA AE AT 


Rack rates given above “Days #Whichever is higher *For HDFC a/c holders: 2.45%  “ Only at ATMs which accept Amex cards 7% of credit limit Source: Apnaloan.com 
Banks, insurance companies and others can send their data to personaifinance@bworldmail.com 
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TI M E TO G ET TH E | ; Across industry sectors, adrenalin™ has | 
a d rena i i r” ADV AN T A t E ; already played a critical role in helping i 


companies gain a competitive edge. 





"With adrenalin™ we are able to provide an 
environment to our people in which they can 
perform many transactions and access information 
e seamlessly to easily. This e-enabled environment allows us to 

corporate goals increase people productivity significantly" 


| aa PRABHU NAMBIAPPAN 
| k š A 
Goal salting & tracking à 4 Communication & Vice Prandeht > Olean rei = PRO a 






A lign your 


your visi 


with role-appropriate visibility collaboration Royal Sundaram 
to manager, team & 
organisation goals 


"In my company, 
Workforce management x Custom & integrated we think adrenalin™ contributes 
& analytics business intelligence / analytics to EOP - Employee Out Performance" 
| Ks | C.VENKAT 
Corporate portal & x Information, mail-in reports & Chief Executive Officer 
customisation: User-defined third party content integration . Symrise India Ltd. 


dashboards & content on 
Intranet, ERP and HR Policy 





"Adrenalin™ promises to provide Dr. Reddy's 
efficient employee self-services. it leverages 
our existing investments in Lotus Notes and 





integrates well with our ERP" 

| SACHDEV RAMAKRISHNA 
Organisation charting & e-Recruitment with Intranet, Chief Information Officer 
Re-organiser Internet & outsourced job- Dr. Reddy's Laboratories 


board integration 









Competency & skill profiling 


Performance & talent 3 “Adrenalin™ helps us manage the complexities 
with gap analysis 


ana t systems . 
ete clei ia of resource planning which arise as our 
client base grows across geographies" 
Employee support 
helpdesks, employee survey — JOHANN J WOLFER 


& feedback mechanisms aN. 0o Chief Executive Officer 
aa SEN InDeed Management Consultancy 


e-Training 





educe operating costs significantly 
by automating workflow processes 


| Practical case studies have shown 
that adrenalin™ can reduce’ 

* Cycle time on various processes by 90% 
* HR administrative tasks by 80% 

* Communication costs by 50% 

* Total employee costs by 20% 


Claims, reimbursements, x 
loans & advances 


4 Employee & Manager Self-Service 
for daily transactions like attendance 
or time sheets, travel, vacation 
planning, assets & resource 
allocation & tracking, & virtual library 


Project planning system” x 4 Shift management system” 





@ ™ 
The DNA of adrenalin” software The language of leaders. adrenalin 


"It transforms!’ 


strategic human resource management 
software 


` more information or a demo: Call Delhi - Pankaj Chopra +91.98992.40001; Mumbai - Sanjay Kamath +91.98193.60065; Chennai - Satish Gaekwad +91.98840.68315 


* 
Nae ineliidad in coandacd essiion Can bha tmeneusend ... 1... = fell r +... 





Chetan Parikh is director, 
Jeetay Investments, an 
investment advisory firm. 
He can be contacted at 
chetan@ 
capitalideasonline.com. 


India’s 
deficit, 
both 
Central 
and state, 
is one of 
the 
highest in 
the world. 
If interest 
rates will 
rise, the 
country 
will be 
caught in 
a debt 
trap 











y chetan parikh 


Question deficits 





the world of appearances that we live 





trance open to light on its entire width. Con- 


| ceive them as having their legs and necks fet- 
| tered from childhood, so that they remain in 


the same spot and can only look forward. The 
people shackled in this cave can see the shad- 


| ows cast by things outside, but cannot see the 


outside world itself.” 


| Plato suggested that these shadows be | 
| questioned. The Interim Budget presented re- | 
| cently showed an improvement in the fiscal | 
deficit. Also, the assumptions that underly the | 
continuation of this trend and the probability | 
of the occurence of the economic variables on | 
| tases is caused — not only do tumours grow in 


which it is based should be questioned. 


in: “Picture men dwelling in a sort of | 
subterranean cavern with a longen- | 


and shadows 


OMEWHERE through his seventh | 
book The Republic, Plato wrote about | 








The combined Central and state govern- _ 
ment deficit would still be among the highestin | 


the world. While disinvestment of public sector 


| enterprises is welcome, the dowry pencilled in 


assumes that both Cupid and cupidity will 


_ work their magic on the Indian capital markets. 
| Therichest girl in town —ONGC—willhaveto | 


bring in the lion’s share. 
A real growth rate of 7.5-8% assumed in the 


| forecast would make the reigning muscleman 


of the global economy, China, go red (sorry, | 
green) with envy. Agriculture, which accounts | 


| for slightly less than a quarter of GDP will have 
| to grow at double-digit rates. Monsoons, rather | 


than kisans, will determine fertility of farms. In | 


| case agriculture fails, then industry and ser- 
| vices will have to pick up the baton. The first is 


dependent on interest rates remaining benign, 


| while the other is dependent on Western eco- | 
| nomics remaining virile and non-protectionist. | 


In the light of severe global imbalances, interest | 
rates and protectionist pressures may both rise | 
| OfAmerican Supremacy that traps work by get- 


very sharply. 
Going by the current year estimates, growth 


in the economy is not accompanied by a simi- | 


lar growth in indirect taxes. Furthermore, 
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should the economy stroll, instead of run, then 
tax revenue receipts would get severely tested. 
All these concerns pale in comparison to 
the Indian government's addiction — depen- 
dence on debt. The gravitational pull ofinterest 
rates can only be contrasted with the astro- 
nomical increase in market borrowings. A bit of 
adventurous accounting debt swaps with 
states has resulted in some portion of the mar- 
ket borrowing being shifted to the balance- 
sheets of the states. The accounting illusion of 


| the fall in interest expense is at odds with the 


economic reality of the rise in total indebted- 
ness. This pleasant dream can turn into a night- 
mare if, despite the Reserve Bank of India’s best 
efforts, the interest rate environment turns 
hostile. Can it? 

Oncologists are familiar with how metas- 


size, but alongside cancerous cells enter the 
bloodstream, travel around the body and lodge 
in other places, leading to the formation of sec- 
ondary tumours. Similar transmission mecha- 
nisms operate in the global economy — India is 
a price taker in global capital markets and any 
increase in US interest rates can cause harm as 
it is already overburdened with debt. So how 
likely is it that US interest rates can rise sharply? 
There is an old saying that people do not re- 
peat the mistakes of their parents, but rather 
they often repeat the mistakes of their grand- 
parents. The total credit market debt is over 
300% of GDP in the US — a high not seen since 
the 1930s. The inflation that the US has wit- 
nessed is asset inflation, but with the dollar col- 
lapsing this may feed itself into goods and ser- 
vices. It will cause the Federal Bank to increase 
interest rates. Fat-tailed probability distribu- 
tions are not the sole province of equity mar- 
kets — they operate in bond markets too. 
George Soros wrote recently in The Bubble 


ting people or animals enmeshed in them. Any 
increase in interest rates will surely enmesh In- 
dia into a debt trap. = 


S P Jain Center of Management 


in Dubai 


MANAGEMENT FACULTY 





S P Jain Institute of Management & Research 

SPJIMR), known for its pedagogic innovations 
and action research, invites applications for 
faculty positions to support its first international 
venture at Dubai. 


The program at Dubai will offer an MBA 
equivalent curriculum with four streams of 
specializations: 


Investment Banking 
Wealth Management 
Retail Management 
Hospitality Management 


Faculty are required for all areas including 
Strategy, Finance & Accounting, Marketing, 
OB/HRM, Operations/Quantitative, Retailing & 
Hospitality Management. 


Faculty must have a PhD from a premier 
management institute, and prior teaching 


experience in a leading B-School. Candidates 
without PhD) with industry experience and a 
proven track record of teaching / academic 
administration may also apply. 


For outstanding candidates depending on 
the duration of stay between Dubai and 
Mumbai, a salary of Rs.6.5 Lacs to Rs.20 
Lacs p.a. (tax free in Dubai) plus 
accommodation at one location could be 
offered. 
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2 IGHT-month-old Hilton Au- 
gusta Parker Rogers has three 
things little girls her age don't 
usually have: a Swiss bank ac- 
count, lots of gold stashed 
"away someplace and a nanny 
who mae only Chinese. Her daddy 
thinks she needs all this besides her Bar- 
bies to grow up. Lets tell you how little 
Hilton got all these expensive gifts. 





Daddy Knows Best 


Get one thing straight: Hilton's dad is ex- 
ceptional. He is super rich with a per- 
sonal net worth he isn't even comfort- 
able disclosing. He set up the hugely 
successful Quantum Fund with George 
Soros — the same hedge fund that went 
up 4,200% in 10 years. But that’s not 
what makes him exceptional. The fact 
that he quit a high-flying Wall Street ca- 
reer at 37 does. He chucked everything 
to travel around the world. He has gone 
globetrotting twice — once on a motor- 
bike and then in a Mercedes. 

How many people do you know 
who've done that? Not too many. By the 
way, he holds the world record for riding 
a bike across six continents covering a 
distance of 104,710 km. 

Introducing Hilton's dad Jim Rogers: 







Sixty-two years old. Contrarian investor, 
with a single-minded pursuit to look out 
for investment opportunities. You can 
put him in the same league as Warren 
Buffet. George Soros and Peter Lynch. 


His investment style — look out for | 


macro trends and bet on countries. 
That was how his ‘Millennium Ad- 
venture’ began on 1 January 1999 from 
Iceland. Rogers and his fiancé Paige 
Parker travelled through 116 countries, 
including those that arent on people's 
list of ‘places to see’ like Myanmar, An- 
gola, Sudan and East Timor. Besides get- 
ting a flavour of the real world, Rogers 
was on the look out for investment op- 
portunities. He set out with the open 
mind of an investor on a pilgrimage to 
find the truth about market conditions, 
to look for profitable opportunities, 
businesses and countries to invest in. 
For three years, they drove through 
war zones, deserts, jungles, epidemics 
and blizzards; spent nights at any place 
they found — from barnyards to five- 
star hotels, Ate what was locally avail- 
able — silkworms, iguanas, snakes, por- 


_ cupines, crocodiles and grasshoppers. 


But best of all, they saw the real world 


| from the ground up — the only vantage 
' point from which it can be understood 


' economically, politically and socially. 


Some nuggets of his wisdom: the 


| dollar is losing its sheen and the euro is 
_ doomed to fail. The 21st century will be- 
_ long to China. India, like other large na- 


tions, will break up. There are fortunes 
to be made in Angola, Botswana and 


_ Ghana. Cocoa, coffee and sugar are go- 


ing to earn you pots of money... 


Pots Of Gold At The End Of The Rainbow 


“Coffee? Char? Or vodka?” Rogers offers 
as we settle down to spend some time 


| with him. It was late afternoon on Mon- 
_ day, a wee bit early for vodka. 


When our coffees arrive, Rogers 
urges us to add some sugar to it. “Adda 


_ little sugar to your coffee and some or- 
. ange juice too, make their prices go up, 


Let my investments make money!” he 


_ jokes. Rogers has currently invested in 
_ 35 commodities across the world and is 
_ most optimistic about coffee, sugar and 
| err... orange juice (does that explain why 
_ vodka was on the offer too?). 


According to Rogers, if there is any 
money to be made right now, it is in 


| commodities. His logic: natural re- 
u sources have been in a bear market for 
_ 25 years now. Everyone invested in 
_ stocks in the 1980s and 1990s, but little 


money went into building productive 
capacity for natural resources. No one 
built an offshore drilling rig or opened a 
lead mine, or developed a sugar planta- 
tion in the 1980s and 1990s. But demand 
continues to grow worldwide, and even- 


Supriya Kurane met , 
him in India 


tually it will exceed supply, which has 
been flat for years. So it makes sense to 
invest in commodities right now, since 
inventories are dry. In fact, he is so bull- 
ish on the commodities market that he 
launched a commodities index fund in 
August 1998. The fund is up 130% since 
then. He prefers to invest directly in 
commodities, rather than in shares of 
companies that produce commodities. 
“Commodities will do well for years 
to come, while stocks — recovering 
from their recent bubble — will move 
little,” he says. Rogers is doing just that. 
He has invested in everything from 
cocoa to crude oil. “Though I’m not 


Retired at 37 but — 

continues to manage his ` 
multi-million dollar 
portfolio K 
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bullish on gold, I think it will take an- 
other 50 years to make money on it, 
that's why all the gold I have is in my 
daughter's name,” he explains. 

Rogers has this uncanny ability of 
identifying investment opportunities by 
studying the sociological make-up of a 
country. Take his investments in South 
Korea. While driving through the coun- 
try in 1999, he noticed there were far 
more 12-year-old boys than girls. It 
meant that 10 years later, there would be 
an acute shortage of girls. Investment 
opportunity? He promptly invested in 
three firms that produce contraceptive 
pills. Logic: women in short supply 
means more choice of partners for 
them, more choice means more 


r 








Set out on his lifelong dream 
in 1992, an around-the- __ 
world motorcycle trip. Two 
years later, wrote his first _ 
book ‘Investment Biker | 
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chances, and more chances means... 
more protection. We asked him for in- 
vestment tips — invest in private 
schools in China. With couples having 
single children under China’s one-child 
regime, kids there are often spoilt silly. 
Parents are overindulgent and are ready 
to pay any amount of money to get their 
kids the best education. Elitist private 
schools are few, so they are bound to 
make hefty profits. 


The Age Of China 


“The 21st century belongs to China, 








Set out on his second 
world tour — Millennium ` 
Adventure 1999-2001 — in| 
a Mercedes. Came back 

write ‘Adventure Capitali: 

























NDU 


NOT KU 


evogue = — — 


just like the earlier one belonged to the 
UK,” says Rogers. He predicts that in the 
next 20 years, Chinese will be the most 
widely-spoken language after English. 
That's why little Hilton has a nanny who 
speaks to her in Chinese. 

Ask him about the ensuing India- 
China competition and pat comes his 
reply: “India is riding high on the out- 
sourcing model right now, but technol- 
ogy is something anyone can catch up 
with. India needs to ramp up its infra- 
structure and build more productive ca- 
pacity in agriculture.” 

India is not shining for Rogers. And 
he is quite vocal about it. “It’s election 
time and politicians like to tom-tom the 
feel good factor. Even Pakistan's stocks 
are doing well, does that mean it is also 
shining?” He has equal disdain for the 
party politics in the US, as with any 
other country he visits. He lashes out 
against Turkmenbashi, the dictator of 


Turkmenistan, for perpetuating his own | 
brand of Stalinist cult of personality and | 


destroying the country in the process. 
He thinks the Nehru-Gandhi brigade 
destroyed the Indian economy in the 
protectionist era. He shows the same 
contempt for former US president Bill 
Clinton, whom he blames for failing to 
observe and react to the creation and 
bursting of the decade's biggest market 
bubble. Ditto with President George 
Bush, who confused devaluation with 
depreciation. More on that later. 
Bottomline: Right now, he isn’t ready 
to touch Indian stocks even with a barge 
pole. “Fils are flocking the Indian stock- 


Thinks India isn’t 

shining. Is currently 
betting on China, Ghana, ` 
Angola and Botswana 





_____ JIM ROGERS 





market, everyone is buzzing with excite- 
ment, there are so many IPOs in the 
waiting. Politicians are screaming India 
is shining. But my experience says these 
are sure signs that the market has 
topped. Why should I put my money in 
the Indian markets now?” he asks. 

He would rather invest in countries 
that are struggling. His mantra — invest 
when there is blood on the streets, and 
sell when everyone is advising you to 
buy. That’s probably why he is bullish on 
countries like Ghana, Angola and 
Botswana, where there is immense po- 
tential for producing raw materials, 
even though their leaders are corrupt. 

He thinks India has the potential too, 
but nobody seems to be doing anything 
to cash on it. Indian policies dont en- 
courage people to get into agriculture, 
tourism or infrastructure. “You look at 
agriculture laws in India. Nobody can 
own more than 18 acres. It's none of my 
business, but India could be one of the 
great agriculture powerhouses of the 
world; they could put America out of 
business. But for some reason, your gov- 
ernment doesn't seem to want to. It 
wants to protect agriculture instead of 
making it efficient and competitive.” 

He also has some advice to offer on 
the tourism opportunity. “The Chinese 
are getting richer and they are looking 
for foreign trips, India can tap into that 
market,” he suggests. The only Indian 
stock he owns right nowis Indian hotels. 


Busting The Dollar Myth 


“The dollar is not just on decline, it’s ina 
mess. If something isn't done soon, it 
could lose its status as the world’s re- 
serve currency and medium of ex- 
change,” he announces, albeit with em- 
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commodities like coffee, 








sugar and orange juice | 


barrassment. According to him, the US 
currency is terribly flawed, and the pol- 
icy of deliberately debasing the cur- 
rency will work only in the short term. 

He is worried about the state of the 
US economy — its foreign debt, the de- 
cline of the dollar, low interest rates. 

“I do own dollars, but am looking to 
move out. The problem is that there 
aren't many sound currencies left in the 
world. I own 12 or 15 currencies around 
the world, but not a single one is satis- 
factory for the long term,” he says. 

The euro has the potential to replace 
the dollar, but many of the EU countries 
aren't fiscally strong. “My guess is that 
the yuan may eventually have its day in 
the sun — certainly if the euro fails. 
China has a recipe for a sound currency: 
a huge population, an enormous bal- 
ance of payments surplus anda sizeable 
GDP to match. It just has to make its cur- 
rency freely tradable,” he says. 

Despite apprehensions, Rogers has 
money he wants to park in India, and is 
scouting for opportunities. He plans to 
take six months to travel extensively aro- 
und India soon. He is an eager compan- 
ion too. Tell him you want to travel the 
world and he says: “Tell me when you are 
going, and I will come with you.” L 
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OFFSHORE CONFERENCE & TECHNOLOGY EXPOSITION io EAPO 








International Exhibition and Conference 





Chemtech Foundation is the pioneer in the Industrial Trade Show & Expositions business since 
1975. In these 29 years, we have achieved outstanding success in organising world renowned 
Chemtech International Exhibitions and Conference. These are some of the largest events, not only 
in India but also in the world. We are expanding our activities vigorously, both in terms of the 
current scope of our established brand and also in terms of expanding our offerings to new 
industry segments. 





We are looking for Senior Executives for the following exciting assignments: 


It is important that the candidates have thorough understanding of one (or more) of following 
__ industry segments: Chemical & Process, Pharmaceutical & Healthcare and Energy & Power, 


‘Marketing & Corporate Alliances - The candidate should have at least 10 years of sales and 
marketing experience, 3 to 5 years in a senior position. A good personality, outstanding 
communication skills and the ability to sell ideas and concepts at the highest level are the 

requirements. Good academic background and broad versatile interests would be considered as 
_ added advantages. 





Sponsorship Sales - The candidate should have at least 10 years of sales and marketing 
experience, 3 to 5 years in a senior position. The primary responsibility will be to generate 
revenues from Sponsorships for our various Conferences & Seminars as well as for the Expo. It is 
imperative for the candidate to have a demonstrated excellence in the area of client relationship 
and an outstanding capability to communicate the Brand. 


_ Advertising and Space Sales - We require candidates for such positions in Mumbai, Delhi, 

~~ Chennai, Bangalore and Hyderabad. The candidate must have a good background in sales and 
marketing and working experience of at least 5 to 7 years. A good outgoing personality, 
communication skills as well as the ability to convincingly present ideas and concept at a higher 
decision making level would be required. 





Please apply within the next 10 days with 
complete CV and photograph to the following address: 
+ 
CHEMTECH TO: Director Recruitment 
Sais wanes: Jasubhai Media Pvt. Ltd. 
wn Igniting Innovation D 222-2, TTC Industrial Estate, MIDC 
Thane Belapur Road, 





Navi Mumbai 400 706 





All applications must also be sent by email to: chemtechiobs@jasubhai com 
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BROWSING 


R.K. Rangan 
MD, Prudential Process 
Management Services 


I am reading TIPPING POINT: HOW 
LITTLE THINGS CAN MAKE A BIG 
DIFFERENCE by Malcolm Gladwell. 
It explains the power of the tipping 
point — the moment when ideas, 
trends and social behaviour cross a 
threshold and spread like wildfire. I 
prefer to read books that explain the 
role that human behaviour and social 
processes play in fostering culture, 
values and excellence in a commu- 
nity. All leaders and corporate man- 
agers should read them because they 
provide insights into seemingly unre- 
lated events in our society of which 
organisations are a part. I tend to buy 
books at airport stalls as I find time to 
read mostly while travelling. Bi 


ALERT 

Going to School In India 
by Lisa Heydlauff (Penguin 
Enterprise) 








THIS is a delightful 
collection of 
photos, sketches 
and vignettes of 
how children make 
their way to school 
in India. The book 
traverses amazing 
terrain — from the familiar city 
rickshaws piled with children and 
satchels to the slow-moving 
boats of Kerala, from the rope 
bridges of Nagaland to bullock 
carts in Gujarat. It also tells a 
fascinating story: where, how 
and what they study, or don’t, in 
a universe that covers streets, 
tribal hamlets and NGOs. 
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SHISHIR PRASAD 


T IS difficult to grow up in the 
small mining and steel towns of 


Dhanbad, Bhilai or Bokaro and | 
| Changing the World. Sandipan Deb's 


not dream of being one of them. 
Invariably, you know or get to hear 
of the fortunate few who made it 


to these hallowed institutions, the ones 


who were brainy enough to become 
IITians. Having had the excruciating 
experience of studying with some of 
these chaps, I can say confidently that 


IITians are not like you and me — they | 


are different. 

This was brought home to me dra- 
matically when a buddy went to study 
computer science at ITT-Madras. 
When he returned after his 
first semester, there was 
the general swapping of 
ragging stories. Our stories 
were about the usual ter- 
rorism that is unleashed 
on newcomers but the IIT 
friend said: “I was asked to 
express 120 using only ze- 
ros and mathematical op- 
erators like plus, minus or 
the integral signs.” How 
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| different can you get? 


It is with anticipation then that you 
read The IITians. More so when it is sub- 
titled, The Story of a Remarkable Indian 
Institution and how Its Alumni are 


book has an extremely wide canvas. It 
includes a short history of the IITs, their 
campus culture, profiles of alumni who 
have been extremely successful, 
women, or the lack of them at IIT, the 
coaching factories for the entrance tests 
and the problems that IITs face. 

The bookis an easy read. Deb's prose 
is fluid and wistful. One can empathise 
with that feeling even if one has not stud- 
ied at IIT. The chapter ‘R.K. ka tempo, in 
particular, will fill you 


THE IilTians 
| The Story ofa 
Remarkable Indian 
~ Institution and How Its 
`. Alumni Are Reshaping 
the World 


: By Sandipan Deb 


Penguin Viking 


Pages: 375; price: Rs 425 








BOOKENDS 


URNAROUND is always a hot is- 
sue in the US, says management 
expert Pradip Chanda. So he was- 
n't particularly surprised when his 


publishers decided to bring out an in- | 


ternational edition of his book THE 
SECOND COMING — Creativity in 
Corporate Turnarounds. Neatly 
repackaged as CORPORATE TURN- 
AROUND — Strategies for Renewal in 
2001, a year after its Indian debut. It was 
a book that McGraw-Hill knew would 
do wellin North America. It did. 

But a Mandarin edition of the same 
title? Intriguing, says the author. 

It turns out Turnaround is riveting 
stuff in China where the book has sold 
almost 10 times as much as in India. “I 
must confess the Chinese version came 
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It’s better 


as a surprise — when I received two 
complimentary copies in the mail,” says 
Chanda. It had been sent by McGraw- 
Hill Singapore through Tata McGraw- 
Hill, Delhi, the original publisher. 

The Chinese edition is a slim paper- 
back version brought out in collabora- 
tion with the Posts & Telecom Press of 
Beijing, which specialises in transla- 
tions of management books. 

Chanda’s book is based on his expe- 
rience in turning around sick units in 
the UK and India using the asset utilisa- 
tion approach. This entails evaluation of 
a company’s assets independent of its 





with a sense of nostalgia for its 
superb evocation of college life 
though he does go over the top 
when he sounds outraged at the 
ban on young lads taking girl 


SANDIPAN DEB, editor of 
Outlook Money, is an elec- 
tronics engineer from the 
Indian Institute of Technol- 
ogy-Kharagpur. He worked in 





students on their pillion! advertising and financial 
The authors understanding services before moving 
to journalism 


of the institution is apparent 
throughout, but two chapters 
— For the Benefit of the Directors and 
The Rescue Package — on the issues be- 
fore IITs are written with passion. It is as 
if an invisible Murli Manohar Joshi has 
been at work in the IITs, putting all sorts 
of silly rules and regulations in place. 
Deb is rightly concerned about it. 
However, his concern over the | 
coaching factories that are in operation | 
in Kota, Bhilai and Patna is valid but dif- | 
ficult to wish away. If the entire higher 
secondary education has moved out 
from schools to coaching classes, then | 
IIT coaching is simply an extension of 
the phenomenon. And even earlier, be- 
fore the coaching classes sprang up, | 
there were certain city schools that sent 
students to the IITs by the score. Kota 
and Bhilai are simply a democratisation 
of the technique of getting into IIT. | this objective. 
Does this mean that IITs today are | 





crammed with automatons who can 
crack exams rather than original 


that helps telecom companies to effi- 
ciently switch calls, are rarities. 
This is where the book is on a sticky 


trained to be leaders. Perhaps. It is diffi- 
cult then to understand why in India so 
many of them have been content to be 


ther created enterprise nor invented 
things. For all their brilliance, IITs, at 








BOOKMARK 





the IIT mystique 


Neither did Rajesh Reddy of July Sys- 


` tems or Ashoke Sen, one of the leading 


thinkers in string theory. (Sen did do his 
masters at Kanpur but Deb’s IITians are 


| primarily those who do their bachelor’s 


! 


thinkers? Although Deb doesn't say so, | 
creative and original thinkers like Ashok | 
Jhunjhunwala of low-cost telephony | 
fame, or Narendra Karmarkar, who de- | 
| veloped the interior-point algorithm | 


wicket. A host of IITians say they were | 


just followers and afraid of taking the | 
entrepreneurial plunge. They have nei- | 


| 
| 


least in India, have failed to live up to — 


Mukesh Ambani did not go to an IIT. | 


degree there.) The book does not dis- 
cuss this in sufficient depth. 

It also does not discuss the making 
of an IITian — the method, the process. 
Deb, perhaps because he studied at 
Kharagpur, assumes that IITians are 
“grey matter on astick” and the IIT expe- 
rience is just another event in their lives. 
There is nothing about the quizzes, 
nothing about the extent of study that 
students put in at these institutions rela- 
tive to other colleges in India. 

The profiles of well-known IITians 
like Gururaj Deshpande, Rajat Gupta 
and Kanwal Rekhi repeat the familiar; 
there are no fresh insights here. Deb 
would have done better to trace the 
journey of the batch of 1975, the most 
successful and charismatic, according 
to him, rather than diffuse his research. 

Finally, the structure of the book is 
confusing. Some of the material, spe- 
cially chapters 20 to 22, needed to be 
brought forward. 


In short: Good, but no cigar. k. 





in Mandarin 









book contains quite a few international 
case studies,” points out Chanda. Call it 
prescience or a coincidence, there was a 
reference to China in his preface to the 
2000 edition. 

He had quoted a report which said: 
“In a startling admission of waste and 
ineptitude by state planners, a Chinese 
newspaper said more than halfa trillion 
Yuan ($60 billion) in equipment was sit- 
ting idle at government-owned enter- 


| prises. The value of the cobwebbed 


conventional us- lapping it up. It has notched up 
age and its poten- sales of 12,000ina 
tial as a stand- few months. 
alone revenue “They read much 
generator. This, more than us.” A 
says Chanda, is debatable point, 
particularly appro- although a number 
priate in an envi- of publishers are © 
ronment where discovering the 
there is a high-level larger market that 
concern for ‘sick’ industries and a desire | Mandarin holds out is 


to protect jobs. Given the policies China 
is pursuing, this may not seem a priority, 
but Tamojit Ghosh Roy, spokesman for 
Tata McGraw-Hill, says the Chinese are | 


for self-help and management books. 
One reason why his book is moving 
briskly, surmises Chanda, could be ‘its 
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relevance in a post-meltdown Asia’. “My | 


equipment was equal to 6% of China's 
gross domestic product.” 

Good for Chanda, but the Chinese 
appear to like the US way of doing 
things better. Sales of the just-released 
The Welch Way by Jeffrey A. Krames are 
said to have crossed 60, 000. w 
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OPINIONI E 8 


Lusting for power 





simply — Murli Manohar Joshi called together 
state ministers of education, and opened the 
meeting with the singing of Saraswati Pooja. 


OON after becoming minister of human re- | 
source development — education, to put it | 


| dards and measure up to the world. Joshi may be able to 
get someone appointed in the ceramics laboratory or 
send someone abroad; that is where his power ends. 
While he may have other amusements in the political 


| field, his civil servants must find this lack of power, this ab- 


The beauty of this prayer was lost on the ministers; some ` 
of them walked out and the meeting collapsed. More re- | 


cently, he ordained that donations to the Indian Institutes 
of Technology (IITs) should be channelled through a fund 
set up by the fund called Sarva Shiksha Abhiyan. Since he 


chose to give it a Sanskrit name, most people missed the | 
| the glories of the Hindu civilisation. They resent the obliv- 


point that it means a campaign to educate all. To educate 


all in Sanskrit, he has made all universities set up depart- | 
ments of Sanskrit. But this nation is so contrary that those | 


departments do not attract 
enough students. And now he 
has made the Indian Institutes 
of Management (IIMs) reduce 
their annual fees from 
Rs 150,000 to Rs 30,000. He 
wants to make them affordable 
for poorer students. But all he 
has got is opprobrium. 

Although Mr Joshi was 
once a professor at Benares 
Hindu University, he has been 
a politician by profession. It is 
therefore not surprising that 
his actions have invited politi- 
cal and, generally, cynical in- 
terpretation. The state minis- 
ters no doubt thought that he 
was giving them a message — 
education must in some sense 
be Hinduised. When he centralised donations to the IITs, 
it was assumed that he wanted the dirty hand of the min- 
istry to handle the money and dish it out to favourites. 
Similarly, the reduction of IIM fees is widely read to mean 
that he wants them to become financially dependent on 
the education ministry: that he wants directors of the 
IIMs to keep running to him, kowtowing to him, taking 
favours and doing him favours. 


Mr Joshi’s ministry does not have much to do. Educa- _ 
tion is a state subject; all that the Central minister of edu- | 


cation can do is to hand out subventions. He can attach 
some conditions to those, but the scope for patronage is 
limited. The scientific establishment comes under him. 
But here too, government laboratories have largely run 


themselves. Their directors have considerable autonomy. | 


Even if Joshi’s objectives are 
worthy, he should ask himself 
whether his means to achieve 

them are optimal 





sence of supplicants, especially galling. And where bu- 
reaucrats are unhappy, the minister cannot be happy. 
The way public discourse has been shaped, motives 
are read into Mr Joshi’s actions almost before he takes 
them. To a certain extent this is unavoidable. The lumi- 
naries of the BJP live in the past. They are obsessed with 


ion into which it has receded. They want to bring it back to 
life. They think we will all be better for the inspiration it 
can bring. And inevitably, most 
people with intellectual ambi- 
tions in this country have no 
time for all this sentimental 
historicism. They want to get 
on with C++ and Perl, genomes 
and bosons. The future is wait- 
ing; why bother about the past? 

But it is still necessary to 
bridge the chasm of misunder- 
standing, to admit for a mo- 
ment that Mr Joshi may have 
genuine, honest reasons for re- 
ducing the fees of the IIMs, that 
he is really worried that the 
high fees are barring bright but 
poor students from applying. It 
does not matter that the IMs 
get a hundred times as many 
applications as they need; 


DINESH KRISHNAN 


| maybe there is a hundred-and-first genius who is being 


left out. It is no use asking IIM students about this, for they 


| are in; they cannot know who did not get in. It is no use 
asking IIM professors, for they are content with teaching 


the students they select; they do not want to teach the un- 
washed masses. 
But even if we grant that Mr Joshis objective is worthy, 


| he should ask himself whether his means are optimal. 


Forcing the IIMs to reduce fees and making them come to 
his ministry for money is a roundabout way of doing what 


| he wants. Many believe that the IIMs are centres of excel- 
| lence, and that they should be given full autonomy. But 
| those who believe so should also argue for the IIMs’ di- 
_ vorce from Joshi’s ministry — for their privatisation. 





And if the minister were inclined to interfere, he would ` 
find Mashelkar a formidable buffer. For Mashelkar is the ` 


paragon of objectivism; he has forced the public scientific 
establishment to judge itself by external, objective stan- 


Mr Joshi would obviously differ; in his view, the IIMs 
must serve society. Let him keep his beliefs. All he needs to 
do is to give the IIMs, on the first day of every financial 
year, asum equal to their current total costs, without con- 
ditions, and ask them to make their education free. 8 
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Strive for quality 
w eer 
Q The legacy of Indias industrial =e 
licensing era, when auto 
ancillaries were protected 
behind high-tariff walls, is 
holding back the auto 
components industry. The 
shortage of quality tier IH suppliers is its 
manifestation. A solution could be to import low value- 
addition products from China, while pushing ahead in high value- 
addition areas like R&D. After all, that is what globalisation is all about, 
and India would be better off with more tier H than tier HI suppliers. 


Gangadhar Rao, Sho/apur 
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THE DISTINGUISHING FACTOR YOU WIN SOME 

This is with reference to the BWRound- | The new pharma services model is use- 
table (Beyond Call Centres, BW, 23 ful only for companies that make drugs 
February). Looking at the currentstate | of chronic illnesses (‘Prescription For 

of the BPO business in India, one may Change’, BW, 23 February). Also, once 
say that we are still at the bottom ofthe multinationals adopt this new model, it 
value chain and we mostly do transac- might lead to groupism in what has 
tion-related jobs. | been an open, elastic market until now. 

Outsourcing is one area where In- | Sajjad Sharif, Mumbai 
dian companies will face the maximum ` 
competition from multinationals like 
IBM, se domestic organisations should 
look at gaining critical mass either 
organically, or through acquisitions. 

Also, there is a growing domestic 
outsourcing opportunity. So while look- 
ing at the global market, one should not 
miss out the domestic opportunity. 

The critical factors to be kept in 
mind are scalability, followed by 
whether our human resource is being 
utilised according to its skills and pro- 
fessional qualification, for India has a 
huge pool of underutilised profession- 
ally qualified workforce. 

Keeping in mind these factors 
would ensure that we have stood out 
amongst the emerging locations for 
such BPO shops. 

R.S. Mani, Via email 


_ A DIFFERENT ENGINE? 

_ The Accent CRDi engine mentioned in 

_ the article “Tech Savvy’ (BW, 19 January) 

_ was developed by the Italian firm V. M. 

_ Motori, and not by Detroit Diesel. 
Balakrishna Saravanan, Via email 


BWreplies: V.M. Motori SpA of Italy was 
acquired by Detroit Diesel Corp. (DDC) 
in 1995. It isa wholly-owned subsidiary 
_ of DDC. Hyundai signed an agreement 
_ with DDC in 2000 to collaborate with 
V.M. Motori to develop engines. 


CORRIGENDUM 
In the cover story ‘New Players, New 
Learnings’ (BW, 23 February), we had 
stated that Delphi is closing its Dayton 
plant. Omax Autos executive director 
(finance) Naresh Tandon has written to 
us, saying that Delphi is not closing 
_ down the plant. He also says that Del- 


Ege’ wee phi isnot moving the production of 


transmission shafts to the planned 
Omax plant in Bangalore as we 
had mentioned. 

The error is regretted. — Editor 
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| | Letters can also be sent to 
| editor@bworldmail.com 
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To know which motorbike runs on SKF bearings, may we suggest 


you compare maintenance bills. You'll see the difference superior technology 


can make. SKF has invested its resources to create extremely light bearings 


that minimise friction, increase wear resistance and reduce rolling contact 
fatigue. Simply put, this means better bearings for a better performance, not to 
mention, lower maintenance costs. In your bike's steering, suspension, engine 
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OF GENUINE SKF BEARINGS bearings. Reducing costs, improving performance. Installing confidence. 
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and wheels. It's this dependability that makes SKF the global leader in quality 
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IN THE NEWS 


s The First Real Test Of 
The TRIPs Agreement 


Malaysia issues the 
world’s first compul- 
sory licence to India’s 
Cipla for the anti- 
AIDS drug. Can pub- 
lic health concerns 
win the day? 

4 Cipla's Y.K.Hamied: 
It gets more global 


9 Politics The real reason why the BJP dumped 
D.P Yadav just days after it had invited him to the party. 


10 ONGC disinvestment Does it make sense to buy 
the oil PSU stock at its current price? 
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COVER STORY 32 


There is fear in the US that jobs 
are shifting en masse to India. 
There is fear in India that its BPO 
industry will come to a halt 
because of growing US 
protectionism. A hard look at 
the facts. 


32 In search of the truth 
Are the current concerns about 
offshoring leading to job losses in 
the US justified? What the 
numbers really say. 


36 War for votes 
Offshoring is the biggest issue in 
the US presidential campaign. 
How serious will it get? 


42 Jumping the wall China 
has managed the backlash over 

offshoring to that country better 
than what India has done so far. 
The lessons we can learn. 


44 What lies ahead 

The laws aren't what you should 
worry about. The real threats 

lie elsewhere. 


JYOTI THAPA MANI 


15 eBay database Thanks toa software developed 
in India, e-auction giant eBay now offers its users a sales data 
and price analyser. 


16 Volatility Since January, when the Sensex touched an 
all-time high, the stockmarket has been on a roller coaster. 
How do you survive the bumpy ride? 


18 Pharmaceuticals Business consulting firm Bain 
and Company's Ashish Singh gives five tips on how Indian 
firms can achieve global competitiveness. 


18 Nokia The war of the mobile phones has moved from 
superficial looks to inner beauty — in other words, the soft- 
ware that goes into it. 


20 Advertising HLL will no longer 
pay a commission but a fee to its ad agen- 
cies. Is that bad news or good? 


O&M's Piyush Pandey: Changes in > 
his biggest account 
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Anew beginning 
zs Run On x eW DÇ 
Investment N southern India, there isa custom that when a dancer 


completes her basic training, her first public perform- 
ance is arranged with great fanfare and publicity. It is 
called arangetram and it announces to the world that a 
new performer has arrived. The dancer, of course, con- 
| tinues her training, but she now has to be ready for profes- 
| sional competition and everything else that comes with it. 








Depressed markets. More competition. Do India’s 


I I | China had her arangetram on the world stage about a decade 
biggest investment banks need to be worried? 


| ago, the skirmishes with the US over WTO and other issues 
50 Semiconductors ST Microelectronics CEO providing the light and sound. In a sense, the current 
Pasquale Pistario says India has a big future in hardware. _ brouhaha in the US over offshoring of jobs is Indias arange- 
| tram. She now has to learn how to deal with global economic 
56 Clinical research The business potentialinani- | competition asa professional would. 
mal testing is not peanuts. Is that why there are no monkeys? 
| This week's cover package argues that much of the US political 
60 i-flex Solutions Can Flexcube remain No.1? furore over the loss of service sector jobs to India is based on 
3 Sas " thin facts and thinner economic 


IN VOGUE reasoning. But that shouldn't Bee an 
make India complacent — as Businessworld 











i | one business leader put it, poli- Furore over offshoring 
64 Modern Times | tics and economic rationality do 
The great labour divide in not always mix well. In any case, Fm 
India — a shutterbug look | US policy-makers might be 
hita basin ibe | tempted to use the current polit- 
ical heat over offshoring as a 
ý Dinesh Dhiman (L) and Poonabhai Patel | lever to soften India’s stance on 
represent the haves and the have-nots WTO-related issues. Rr ce 


68 Bookmark Oracle's Larry Ellison as Genghis Khan. What the times call for is far 
=o greater sophistication and far less 
posturing on the part of Indian negotiators. The article on how 
China dealt with — and is dealing with — the US should be an 
eye-opener to Indian political leaders who cannot resist the 
temptation to score points in front of the media. “China has 
ECONOMICS 2.0 managed its relationship with the US with great skill,” says 
š s š writer Jehangir S. Pocha, who divides his time between the US 
48 Niranjan Rajadhyaksha Import US and China. few years ago, aWorld Bank director who has dealt 
goods, not paper, and counter the BPO backlash. with both India and China told me how discussions with the 
ARBOR MENTIS two nations were different. It eo todo with the eae 7 the 
Š | basic approach of the two governments. The Chinese were al- 
54 Subroto Bagchi Clingingto your cre- | ways focussed on the deal. The Indians, on the other hand, were 
ation can be fatal. A lesson from Peter Drucker. always more keen on engaging in an intellectual debate. Per- 
THAT’s IT 


haps India should learn a trick or two from the Chinese. 
| 
62 Mala Bhargava Mobile data applica- This weeks cover package is limited to the issues that are at 
tions take offin India. Thanks to Reliance. | Stake now, but offshoring does raise a number of other longer- 


| term issues. We will take those up some time soon. 
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26 Ashok Desai The glory days of train 
travel versus the new breed of cheap airlines. 
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COMPULSORY LICENSING 


The ‘Cipla test of Para 6 


OR a momen- 
tous step, it has 
been kept hush- 
hush for close to 
four months. On 29 Oc- 
tober last year, Malaysia 
issued the world’s first 
compulsory licence (CL) 
under a sharply-contes- 
ted provision of the TRIPs 
(trade-related aspects of 
intellectual property 
rights) agreement of the 
World Trade Organiza- 
tion (WTO). The CL for four AIDS anti- 
retroviral formulations was awarded to 
Mumbai-based Cipla, which offers anti- 
AIDS cocktails at the lowest prices in the 
world. Neither the Malaysian govern- 
ment, known for its belligerent stance 
against the West, nor Cipla’s chairman 
Yusuf K. Hamied, who has been leading 
a high-profile global campaign to pro- 
vide cheap medicines to AIDS victims, 
has gone public with this deal. 
And for good reason, perhaps. The 
Malaysian licence to Cipla is a critical 





Ideal wins 


DEAL Road Builders (IRB) won 

the contract to operate, toll and 
maintain both the Mumbai-Pune 
Expressway and NH4. (See ‘Buy 
One, Get One Free’, BW, 26 Janu- 
ary 2004.) This is India’s first na- 
tional highway to be privatised. 
IRB bid Rs 918 crore for the 15- 


year project, just Rs 18 crore more 


than the reserve price. The run- 
ner-up fell short by Rs 8 crore. 
Maharashtra is now inviting bids 
for the Rs 1,800-crore Sewri- 
Nhava Sheva link. 





a 
SUPRIYA KURANE | 








SANJIT KUNDU 






¢ k em: 






í Cy, a 


The challengers: 
Malaysian premier 
Abdullah Ahmad 
Badawi (top) and 
Cipla’s Hamied 
test of the ability of 
the newly hammered 
out agreement on 
TRIPs to address pub- 
lic health concerns of 
developing countries. 
In November 2001, 
the Doha ministerial 


SANJIT KUNDU 





of the WTO had declared that patent 
rules should not prevent members from 
taking measures to protect public 
health or promote access to medicines 
for all. However, members couldn't 
agree on some ‘sensitive issues’ such as 
compulsory licensing, which is issued 
under Para 6 of TRIPs. Although Para 6 
allows compulsory licensing for domes- 
tic manufacture, it does not cover the 
import — or export — of patent-pro- 
tected drugs. On 30 August 2003, less 
than a week before the Cancun ministe- 
rial of the WTO, a solution was reached 
that allowed countries to 
issue CL for imports too. 
Malaysia, although 
not among the top AIDS- 
affected nations, has reg- 
istered over 50,000 cases 
of HIV/AIDS, about 10% 
of which have been fatal. 
It is to control the spread 
of this disease that the 
government of Prime 
Minister Datuk Seri Ab- 
dullah Ahmad Badawi 


FOREIGN FUNDS 


Destination microfinance 


OUR senior partners of Warburg 
- Pincus, including co-president 

Joseph Landy and managing di- 
rector Bowman Cutter, have pooled to- 
gether their private resources to invest 
in Indian microfinance institutions 
(MFI). Cutter and his colleagues plan 
to channel their investments through 
US-based venture capital fund Mi- 
croVest. If all goes as planned, MFIs in 
India will have access to commercial 
equity capital for the first time. 

But Indian MFIs, which the govem- 
ment categorises as financial interme- 
diaries, are not allowed to access 
funds from foreign investors. Micro- 
Vest expects this to change and has 
decided to wait for a year at least be- 
fore moving the funds allocated to In- 
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dia to other markets. But domestic 
MFIs say that the government is of the 
view that there is enough capital avail- 
able in the domestic market from gov- 
emment institutions and banks. 
MicroVest intends to invest $3 mil- 
lion-5 million out of its $15-million 
global corpus in India, Gil Crawford, the 
fund’s co-founder and general man- 
ager, told BW. The fund was founded 
by three non-profit institutions — 
CARE, Mennonite Economic Develop- 
ment Associates and Seed Capital De- 
velopment Fund. The total fund size is 
expected to touch $50 million by the 
end of 2004, out of which $20 million 
would be equity. “We will invest in local 
MFIs, who would lend to profit-making 
projects,” he says. 


has issued a compulsory licence for four 
drugs to Cipla. However, the official no- 
tification does not specify the quantities 
that will be supplied over a two-year pe- 
riod or the price at which the deal has 
been negotiated by Syarikat Megah 
Pharma and Vaccines (M) Sdn Bhd, the 
importing firm. 

The patents for the drugs are held 
by top multinational drug manufactur- 
ers Bristol-Myers Squibb and Glaxo- 
SmithKline. The Malaysian government 
says the companies will get compen- 
sation “within two months of each im- 
port of the said drugs” but the rate of 
compensation “will be determined at a 
later date”. 

There has been no comment from 
either of the drug multinationals. As for 
Cipla, it has refused to divulge more de- 
tails. All that joint managing director 
Amar Lulla was willing to tell BW was 
that the first shipment had just been 
made and that the terms of the CL 
would be met. Among other things, 
Cipla has to ensure that the packaging 
and the brand name, shape and colour- 
ing of the drugs are different from that of 
the patented products in Malaysia. 

Clearly a stiff dose, but perhaps one 
that generic companies may find is eas- 
ier to swallow than expected. idl 

LATHA JISHNU & GINA S. KRISHNAN 





Among the MFIs that MicroVest is 
in talks with is Hyderabad-based 
Basix India. S. Vishwanath Prasad, 
managing director of Bhartiya Sam- 
ruddhi Finance (the microcredit lend- 
ing arm of Basix), says the entry of 
VCs in microfinance would enable 
MFIs to lend on a more sustained 
and longer-term basis. “With access 
to equity capital, we would be able to 
leverage more debt,” he says. 

Microcredit has been available to 
MFIs as secured loans from financial 
institutions like Sidbi and public sec- 
tor banks. But they cut back funds as 
when they reach their exposure limits 
on an MFI. So projects often get 
stalled, says Prasad. The entry of a 
VC like MicroVest would help plug 
this gap. Basix and others like it have 
not tried to get the government to 
ease the regulatory norms yet. E 
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THE D.P. YADAV FIASCO 


Short. Not so sweet 


T was the briefest membership of a political party in Indian history. 
Controversial Bahujan Samaj Party Rajya Sabha MP D.P Yadav was 
unceremoniously booted out of the BJP this week, just four days after he 
was admitted. Sharp raps on the knuckles by both Prime Minister A.B. 
Vajpayee and Deputy Prime Minister L.K. Advani forced BJP president 
Venkaiah Naidu to “withdraw” Yadav’s membership amid grave 
embarrassment. On the face of it, Yadav’s long criminal history sheet (25 
cases including eight murder charges and a booking under Tada) made him 
persona non grata in a party that is contesting these elections on a good 
governance platform. Yadav was a blot on the BJP’s ‘Shining India’. 

But the BJP’s embarrassment of trying to explain D.P Yadav’s induction to 
its core middle-class constituency was nothing compared to the serious politi- 
cal fallout of propping up a man on whom Samajwadi Party leader and Uttar 
Pradesh (UP) chief minister Mulayam Singh Yadav has declared war. According 

to BJP sources, Mulayam had sent 
a strong message of disapproval to 
Vajpayee the day D.P Yadav for- 
mally joined the BJP He made it 
clear that there could be grave con- 
sequences unless the decision was 
reversed. It galvanised the BJP into 
action. Vajpayee had a word with 
Advani and both leaders told Naidu 
in no uncertain terms that D.P Ya- 
dav would have to leave the party. 
With the crucial Lok Sabha 
elections a few weeks away, the 
BJP can hardly afford to antagonise 
Mulayam. He is the chief minister 
of a state that is critical to the 
BJP’s hopes of returning to power 
at the Centre. He is also an integral 
part of the BJP’s calculations, both 
pre-poll and post-poll. The BJP 
sees in him the most effective ob- 
stacle to the Congress party's bid 
for victory and the political 
grapevine is abuzz with speculation about Samajwadi Party supporting the BJP- 
led alliance after the elections, should it fall short of a majority. Surprisingly, 
Naidu, who’s now being blamed in BJP circles for the sordid episode, did not 
take into account UP politics when he approved Yadav’s membership. 

D.P Yadav was earlier a Mulayam lieutenant and was suspected of running 
criminal gangs in western UP under the SP’s protection. In 1991, he contested 
from Sambhal in UP on an SP ticket and won. 

Subsequently, the two Yadavs had a violent falling out. In 1996, Yadav con- 
tested from the same seat against Mulayam as an independent candidate. 
Ironically, he was supported by the BJP The elections were fought in the 
shadow of violence, with D.P Yadav’s hoods threatening to eliminate Mulayam. 
D.P Yadav lost and antagonised Mulayam Singh further by joining the BSP. With 
Mulayam in power in UP now, D.P is running scared as he has become the ad- 
ministration’s prime target. € 

ARATI R. JERATH 


D.P. Yadav's was possibly the briefest 
membership in any political party 
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ONGC DISINVESTMENT 


At what a he 


Fixing the offer price is the government's biggest headache 


HE lukewarm response to | 
the IBP share issue seems to ` 
have upset the Union min- | 7 
disinvestment | x. = 
Arun Shourie no end. He ` ‘ORIENTAL BANK OF COMM. š 
x HINDUSTAN PETROLEUM ` 


ister for 


-raised the bogey of a bear cartel ham- | 


mering public sector shares. That’s be- 
cause the markets have given their ver- 


-= dict just before the $2-billion Oil and © 
Natural Gas Corporation (ONGC) issue = C a n 
~~ openson5 March. FromahighofRs995 | ET BES 
< on9 January, the ONGC stockhastum- ” Ë 
- bled to Rs 701. That's a 30% fallin 49 ° ` 
-o days. The BSE Sensex, meanwhile, has 


lost just around 10% from its high of 


~ = 6249 on 5 January. On that date, ONGC 
|. Was trading at Rs 911. 


The minister may worry. But, de- 
spite the market falling, ONGC officials 


appear unruffled. Subir Raha, chairman | 
- and managing director, ONGC, quotes | ONGC issue. Whether they do, will be ` 


_ Straight out of Mad magazine: “What, 


me worry?” 


He emphasises that it is the govern- ` 
ment which is selling its holding. As for ` 
- the markets — they are falling simply | 
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| SHARE MOVEMENT x any investor, retail or institu- ' 
= g- 9441 | tional, is the value at which the ` 
900 W | scrip will settle. Kothari goes on | 

ol | to add that discussions are cur- | 

ou | rently on with large investors to ` 

pee | find the right price. | 
e. The ONGC issue will bring | 

a | ada ' | about a change in its weightage ` 
ae | ee EE onthe BSE Sensex. Post-issue, its ` 
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because people want to invest in the 


_ decided by the offer price. So will the x 
_ government sell at a big discount to the | 
_ years, it has paid dividends of Rs 30, 


market price? 


The pricing of the share will be de- | 
cided only a day before the issue opens. | 
Considering that the free floatis | 


only 3.8%, the price will be deter- 


mined based on what the market | 


can take once this rises to 13.8%. 
The 142 million shares that are 


| 

| 

x 

| onoffer is quite alot. Hemendra | 
| Kothari, chairman, DSP Merrill ' 
| Lynch, says: “The historical pric- | 
| ing of ONGC is one issue. But de- ` 
| ciding the offer price at which the | 
| government will sell its shares | 
| has to be seen from a different | annual subsidy of Rs 1,300 crore-1,400 
perspective.” The big worry for | 
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present 1.65%. The other strong point is 
its dividend record. It has already paid 
an interim dividend of Rs 14 per share 
for this year. Over the last three financial 


Rs l4andRs 11. 

Also, ONGC'’s subsidiary, ONGC Vi- 
desh (OVL), has producing fields in 
Vietnam and Sudan. By end-2005, the 
giant Sakhalin field in Russia will pro- 
vide 5 million tonnes of equity oil. That 


_ apart, ONGC controls approximately 


50% of the exploration blocks in India. 
The problem issue for ONGC today 
is that gas prices, unlike that of petro- 
leurn products, are still controlled by the 
government. Raha says that due to the 
gas price control, ONGC has to bear an 


crore. Decontrol of gas prices would 
have a positive impact on its financials. 
If things go according to plan, gas pric- 
ing could be liberalised once the new 
government assumes office. 

Most important, the Indian oil indus- 


_ try is growing at a scorching 4.1%, way 


faster than the global average of 1.8%. 
That could be the decider for large in- 
vestors. So even if Shourie’s brows are 


' creased, Raha is in fine fettle. | 


ANUP JAYARAM & ASHISH AGGARWAL 
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HE stockmarket has been 

unsettled in recent weeks 
because of the fear that money will 
be sucked out of existing securities 
and diverted to IPOs and 
privatisation offers. This has led 
critics to accuse the government of 


lei) IDEAS 


incompetently bunching together its | 


equity sales. 
But look around in Asia. China 


alone is expected to see IPOs worth | 


$15 billion this year. The $5 billion 
that China Construction Bank will 
be raising dwarfs the $2.2 billion 
that ONGC wants to pick up from 
the Indian market. There is also a 
glut of IPOs and privatisations in 
other Asian countries — from 
airports in Thailand to banks in 
Indonesia to telecom companies in 
Malaysia. Investment bankers say 
that IPOs in these countries will 
raise twice as much money as they 
raised in 2003. 

The Indian government is 
doing nothing out of the ordinary 
by rushing to the market to sell 
its assets. 


BS 


HE reason why governments 

across Asia are mopping up 
money with breathless urgency is 
not hard to fathom. Global investors 
are happy pouring money into the 
region. EmergingPortfolio.com, a 
website that tracks investments in 
emerging markets, says that 


by Niranjan Rajadhyaksha 


tion. It grew at 7% in the fourth 

_ quarter of 2003, a rate not seen 
since 1990. That's in real terms. 
_ The growth rate in nominal terms 


was lower, at 2.7%. The reason for 
this oddity — Japan is in deflation, 
so unlike most other countries its 
nominal growth rate is lower than its 
real growth rate. 

The Japanese government says 
that one of the main reasons why its 


| economy has perked up is the jump 
_ in exports to China, where economic 
| growth is almost 10%. It’s strange 

| how countries that demonised 


China till recently are now making 


_ the most of the opportunities there. 


India is a case in point. 
BS 


ATHERINE Mann, a senior fellow 
at the Institute of International 
Economics, has just published a 


| policy brief that makes a compelling 


argument in favour of outsourcing. 
She says that cheaper IT will be the 
catalyst for the next round of pro- 
ductivity growth in the US. “The 


| globalisation of IT hardware produc- 
| tion is a model for the global evolu- 


tion of IT services and software,” 
she writes. 
While technological change has 


` accounted for most of the fall in I 
_ hardware prices in recent years, the 
_ fact that companies like Dell moved 


emerging markets funds saw inflows | 


of $1.17 billion in the week ended 
23 February. That’s the highest 
since July 2001, when the website 
started tracking these flows. 

The money is happily flowing in, 
so it’s no wonder that governments 
across Asia are trying to pull some 
of it into their own coffers. 


SS 
OME more good news from 


rebound after a long bout of stagna- 


their assembly lines out of the US 
also helped reduce prices by 
10-30%. The lower prices of hard- 
ware ensured that more people 
could use it and become more 
productive. As a result, the US 
economy gained some $230 billion 
in additional GDP between 1995 
and 2002. 

Moving IT services abroad will 
help bring down technology costs 
even further and help IT diffuse 


_ more widely in the American econ- 
| omy, says Mann. This will create the 
Asia: Japan’s economy is on the | 


springboard for the next wave of 


economic growth in the US. ia 
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NAMAS BHOJANI 


eBAY DATABASE 


Analyse this 


HE price and volume data on 
eBay, the world’s largest online 
auction site, can now be analysed 
by those who want to sell through it. 
Andale Inc., a privately-held firm, has 
developed the Andale Sales Analyzer, a 
database and tool that can sift through 
the price-volume data of anything ever 
sold on eBay. The database has been de- 
veloped in India. It has almost 30,000 
product categories and price-volume 
histories of the 624-million transactions 
that took place on eBay last year, says 
Munjal Shah, CEO, Andale. 

For $4 a month, a seller on eBay can 
use the tool to find the best price at 
which to sell an item as well as the best 
times of the day to start and end an auc- 
tion. He can find the auction design that 
has been most successful in selling that 
category of product and pinpoint the 
head under which the item should be 
listed. Take ancient maps. A seller will 
find they have sold for between $0.95 
and $432 and the average price has been 
$18.75; 327 maps were put up for sale 
and 108 were sold; and that the best way 
to get a good price is to have a fixed-price 
rather than a reserve-price auction. 

The tool should help five million 
sellers on eBay, which sells goods worth 
$700 every second. Shah expects the 
tool to help Indian exporters. “This will 
be a benchmark price indicator for ex- 
porters as they can look up, say the 
price-volume histories of jewellery in 
Germany to set their prices,” he says. W 

SHISHIR PRASAD 








STOCKMARKETS 


Insecurity check 











ss Riding the roller coaster this time around w 
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RY taking a Dalal Street | 


junkie out for coffee on a 

weekday afternoon these 

days. He'll flatly refuse. The 

last 43 days have been the 
most volatile period in the Indian stock 
market's 125-year history. And no one 
would risk stepping out for a coffee for 
fear of losing 5% of his portfolio during 
that time. Even veterans have been 
unable to stomach the churn. Here's a 
quick guide to the chaos... 


Why the volatility? 


The seeds of this turmoil were, in a way, 
sown in December. Usually a soft peri- 
od, that month saw the Sensex rise 20%. 


The rise continued till 14 January, when ` 


the market touched an all-time high. 


_. After that it began swinging like a chim- 
“ panzee gone ballistic. x 
With such a sharp run-up in the | 


preceding month, a correction was ex- 
pected. But it was not the Fls that trig- 


gered it. They stay net buyers. Believing ` 


that the markets had peaked and antic- 


ipating the slew of public issues, retail 


and institutional investors started sell- 


ing. Market watchers saw opportunistic ` 


Fils whe were not too keen on the pri- 


mary market to pick up stocks at these ` 
lower levels, thus diffusing the selling | 


pressure. But if that was all there wasto |S it here to stay? 


$ 


it, everybody would have been happy. 





2 jan 2004 


| 
28 April 2000 





@ The IPO deluge 
@ The Lok Sabha elections 


@ The monsoons 


@ The US elections in November x 


..and horizons of hope 
@ Fil flows likely to continue 


@ Upswing in commodities 


® Continuing economic recovery _ 


@ The long-term story of the. 
growth of consumption and 
infrastructure 


But other factors were at work too. 
For instance, broker-financed margin 


_ traders and arbitrageurs in the futures 
_ market realised that with the increase 


in prices and volatility, they stood to 


_ lose more. So they started unwinding 


their positions. Suddenly, there were 


_ lots of sellers but few buyers. Volumes 


fell in both the cash and the derivatives 


_ markets. Lower liquidity meant that the 


market became even more vulnerable. 


The first two weeks of February could 
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25 Feb 2004 


í have fooled anyone into believing that 


all is well again — the Sensex inched up 
to 6035 points on 17 February. But in 
the week since, it has lost 7% to 5618. Is 
it going to stay this rocky? Seems so. The 
public issue flood is bound to take a toll 
on the secondary market. Then there 
are the elections. While some say the 
volatility will reduce only after the elec- 
tions, others say the market will rise 
again by the end of March. 


How do you deal with it? 


Nandan Chakraborty, head of research 
at Enam Securities, says: “One should 
not look at trading screens for the next 
3-4 weeks. If your nerves get the better 
of you, it means you are in the market 
for the wrong reasons.” 

This is no time for active trading. If 
there are stocks that you like, buy and 
hold them if they become cheap. But 
step into mid-caps very, very carefully. 
They rise and fall faster than blue-chips. 
Greed is good, but temper it with fear. 

One bright thought we can leave 
you with: the dollar is being shored up 


' by Chinese and Japanese debt. A lot of 


that money is moving into equities in 
the BRIC (Brazil, Russia, India, China) 
economies. So, till the US polls (Novem- 
ber), this trend is unlikely to change. You 
can bet on the Flis tili then, atleast. W 

VIKAS DHOOT & IRSHAD DAFTARI 
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PHARMACEUTICALS 


Smart R&D is the key 


BIG Pharma (companies like Pfizer, No- 
vartis, GlaxoSmithKline, etc.) versus 
smaller firms. Innovation versus gener- 
ics. The prohibitive cost of drugs versus 


affordable healthcare for all. The phar- ` 


maceutical world is rife with conten- 
tious debates, US-based business con- 
sulting firm Bain and Company has 
published a number of reports on latest 
healthcare trends. For instance, Address- 
ing the Innovation Divide released at the 
World Economic Forum in Davos in Jan- 
uary, highlighted the current imbal- 
ances in pharma R&D practices. Bain 
has also done a few studies on the Indian 
market for some of its international 
clients. Ashish Singh, vice-president in 
the healthcare practice of the com- 
pany, shares some insights on the 


© future course for Indian phar- 


maceutical industry. 


NDIAN pharma firms 

can be very valuable 

to Big Pharma. The 

former are used to 
markets where margins 
are wafer thin, while the 
latter are not good at selling 
in small markets. So they 
can tie up. MNCs have to cut 
costs. Smaller firms need prod- 
ucts. Indian firms could invest 
the profits they earn by marketing 
MNC products in innovation on 
_ breakthrough therapeutics and estab- 

lishing a global presence. 

The generic opportunity is big. And 
smaller companies that make money 
from it should invest intelligently in 
‘smart R&D’ to outflank the big guys. 
The blockbuster drug classes — for high 
cholesterol, hypertension and diabetes 
— offer the largest markets and the 
toughest competition. To make inroads 
into them, Indian companies would 
have to come up with dramatically dif- 
ferent and more effective drugs. That's 
not easy. They should rather concen- 
trate on drug classes with unmet needs 


Singh 


~ and speciality customers. That is where 


they can take the lead. 
In innovation, the opportunity to re- 







Ashish. ; 
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late drugs to genomics/ genetics is | 


emerging. Pharmacogenomics and 
pharmacogenetics is developing slowly 
in the big markets as it goes against the 
traditional business model of Big 
Pharma, in which companies look for 
mass-market drugs that are sold to the 
largest patient populations. 
Pharmacogenetics will lead to seg- 
mentation of the market based on pa- 
tient response to a drug. Research by In- 
dian firms to link current therapeutics 
with patient genetic profiles could open 
up new markets for existing drugs or 
those that have been discontinued as 
they had a poor toxicity/side effect pro- 


" WAYS IN WHICH 
INDIAN PHARMA 


right now and where there are 
unmet needs. 







which is not part of Big 
Pharma’s business model 


5. Pick on areas like 
predictive 
toxicology 





file in the general population despite 
being very effective in niche, genetically 
similar patient segments. There are 
hundreds of such drugs. 

Finally, there are bottlenecks in ex- 
isting R&D that are ripe targets for inno- 
vative technologies. Predictive toxi- 
cology is a holy grail for drug g 
companies as it will allow them 
to prevent potentially toxic clini- 
cal trial compounds from ever 
entering development. Smaller | 
companies inthe US and EU are | 
doing a lot of research, but they | 
could benefit from partnering In- 
dian firms. ms 

As told to GINA S. KRISHNAN 
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miena | 


CAN SURGE AHEAD 


1. Take over smaller market operations of 
big, global pharma companies 


2. Exploit the generic opportunity. 


3. Focus on ‘Smart R&D’, which means pick 
disease categories where there is less focus 


_ 4, Go after genomics/genetics, 
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CONNECTING PEOPLE 
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Nokia, Nokia Connectin 


Brilliant in the dark 


Turn the lights lower and watch the vibrant Nokia 3100 glow. Then personalise it with one of 
the latest animated colour screensavers. And while you're at it, why not have a bit of fun with 
Snake EX2, Beach Rally and Bowling. Whatever you do with it, you’re sure to draw more than 
just attention. The new Nokia 3100. Get ready to get followed. 











Glow-in-the-dark covers ¢ Colour screen +» MMS“ e Tri-band « New Java™ Games 


Other features: Animated Screensavers « Smileys in Message Editor * Xpress-On™ Gaming Covers* 
e Fun Camera with Built-in Flash* e Polyphonic Ring Tones ¢ Integrated Handsfree Speaker 


* This is an optional enhancement to be purchased separately. “ MMS and/or related services are dependent on the network as 


well as on the compatibility of the devices used and the content formats supported. Please check with your local network provider. www.nokia.co.in 





Nokia India Warranty is applicable only for phones imported by Nokia India Pvt. Ltd. email us at: nokia.ebag@nokia.com 
*To call from a mobile phone, check with your service provider. Care line available in Ahmedabad, Bangalore, Chennai, Delhi, Hyderabad, Kanpur, Kolkata, Mumbai, Pune. 





Living on fear and hope 


ADVERTISING 





HLL’s decision to go the fee way will hit agencies hard 


NDIAS ad industry is facing the 
prospect of a sea change. Late 
last month, Hindustan Lever 
announced that from now 
on its club agencies — J.Wal- 
ter Thompson, O&M and 
Lowe — would no longer 
get a commission but a 
fee. So far, HLL says the 
new compensation sys- 
tem will apply only to its 
home and personal 
care businesses. But if 
the experiment works, 
it could be extended to 
all its products. Cur- 
rently, the legalities are 
still being negotiated 
between the company 
and the agencies. The ad 
honchos insist nothing 
will change. But speak to 
them in private, and a differ- 
ent story emerges. 

In advertising circles, the 
news has been greeted stoically. A 
fee-based structure was bound to 
' come in, feels Anand Halve, one of the 
founders of chlorophyll, a brand con- 
sultancy started by former admen. All 


these years, he says, we have treated | 


clients like cash cows. Remember the 
Wills ‘Made for Each Other’ campaign 
where acouple laughs over a Polish joke 
~ book. The ad ran unchanged for about 
10 years. And every time it was run, the 
agency made money. But, he says, “You 
can yank at the cow’s udders only so 
long. When they start hurting, she 
will kick.” 

They have been kicking for a while 
now. In the mid 90s, chafing at the 
agencies’ 40% margins, clients began 
charging the 15% commission not to 
the gross margin, but net margin. Then 
came variable commissions. As spends 
grew, clients reduced the commission. 
And then, some years ago, a few com- 
panies like Coca-Cola and Asian Paints 


switched to a fee-based system. How- | 


























ever, an O&M adman dismisses these 
first experiments as fake fee systems. 
“These were just a way to haggle the 
commission down. I have sat in innu- 
merable meetings where the client 


would sit with a calculator and start off: | 


‘I want a saving of 3% at least. And so, I 
will pay you a fee of...” 

Levers club agencies will now be 
more akin to a management consul- 


tancy. They will be paid on the basis of | 


their scope of work. In other words, the 
agency will be compensated on the ex- 
tent of manpower it puts on a job — 
something that the client has to agree 
with in the first place. To this will be 
added the agency’s costs. HLL has ap- 
pointed independent auditors to arrive 
at this, which could be measured as a 
fraction of the labour cost. On top of 
this, there will be a profit margin (about 
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10%, says our O&M source), and a 
bonus, based on an appraisal by HLL 

and market performance. 

So what impact will this have 
on the ad industry? Talking off 
the record, a senior manager 

at O&M said that hard times 
lie ahead, with the 
prospect of revenues dip- 
ping by nearly 25% in the 
short run. Margins in 
these accounts will fall 
from over 20% to 10%. 
Expect a wave of cost 
cutting. More agencies 
will source centrally, 
run fewer studios, and 
try to get more clients to 
keep the billings at the 
old level. Says Santosh 
Desai, president, McCann- 
Erickson: “From now on, 
agencies will be paid for the 
quantum of work they do. Not for 
how long the ad runs.” 

This new system will also have an 
impact on human resources. As the re- 
turn on its people assets will drop dras- 
tically, agencies will start putting under 
the scanner all those senior managers 
who do very little for business develop- 
ment. But that’s not all. 

That is just the short term. The long 
term is where things get more exciting. 
Says Desai: “Wrapped in that short- 
term gloom, a lot of agencies are not 
looking at the larger picture. The truth 
is: this is a blessing in disguise.” 

Indeed. In the old days, an agency's 
growth depended on its client's market- 
ing spends. That is not the case any 
longer. “Today,” says a senior manager 
at Lowe, “we can grow by winning new 
businesses and bonuses.” If the busi- 
ness looks closely at the consulting 
houses, it will discover a third way. Can 
advertising convince clients to pay 
more for ad agency employees? That 
wont be easy. Over the past few years, 
as agency heads realised that good and 
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bad agencies were equally profitable, 
they repatriated more profits overseas, 
and invested less in people. Complains 
a senior ad man, “I have people who 
cannot tell the difference between a 
marketing objective, a business objec- 
tive and a communications objective.” 
Trouble is: agencies cannot change the 
quality of people overnight. They will 
have to bite the bullet, and invest in peo- 
ple despite the squeeze on margins. 

There is one more thing. HLL can 
choose who works on its accounts. 
Since it is paying for specific people, it 
will be more demanding than earlier — 
“Give me the national creative director, 
but not the national client servicing 
head.” That exposes the deadwood in 
the agencies. Says the O&M manager, 
“In Indian agencies, there are a lot of 
people who do little more than adminis- 
ter. Senior managers not adding value 
will have a serious problem.” It is learnt 
that O&M will announce a new organi- 
sation structure next month. It will no 
longer promote senior managers to ad- 
ministrative roles. Instead, they will 
continue to work for clients, and admin- 
istrative functions will be divided 
among them. 

What's more, a host of other compa- 
nies might now begin to follow Lever's 
example. That's when ad agencies could 
really begin to feel the heat. x 

M. RAJSHEKHAR 


2nd Thoughts 


Summer is not yet here but the Rs 450- 
crore LG Electronics India has some cool 
offers. Seven hundred Delhiites who sent 
in their names and addresses to the 
company in response to recent 
newspaper advertisements will get gifts 
like holiday packages and extra warranty 
on the purchase of an air-conditioner, 

Rs 1 lakh insurance for household goods 
and electric kettles. 

The company will be spending Rs 10 
lakh on this campaign. Similar 
campaigns are planned in Mumbai and 
Chennai. Assuming that the 700 talk to at 
least five people each, LG hopes to reach 
over 3,500 people. Whereas, the same 
amount would have given it barely five 
insertions on prime time TV. Certainly, a 
smart way of getting more bang for every 
rupee it spends on marketing its air- 
conditioners. 


Ñ 
AARTI KOTHARI 


ASHISH SAHI 


MEDIA ROOM 


OR several weeks now there have 

been rumours that Pune-based 
Sakal Group is buying out a majority 
stake in Tariq Ansari’s Mid-Day for 
Rs 70 crore. Abhijit Pawar, managing 
director, The Sakal Group, confirms 
that the two are indeed talking but de- 
nies that a deal has happened. Ansari 
did not respond to BW’s request for a 
comment. 


HILE on deals, Jagran 

Prakashan, the group that owns 
Dainik Jagran, one of the largest Hindi 
dailies, is looking for equity invest- 
ment by a foreign company. It was 








| the list is a news channel from one of 
_ Andhra Pradesh’s oldest dailies, 


Vaartha. After a year spent in fighting 
for pay revenues, broadcasters are fi- 
nally rediscovering advertising with a 
vengeance. 


S common sense finally prevailing or 

is it just politics? The Telecom Regu- 
latory Authority of India (Trai), which 
has recently started regulating broad- 


` casting, has just recommended that 


the government put the CAS decision 
in abeyance for three months. Trai 


-chairman Pradip Baijal, meanwhile, 


Box office verdict on screen cops 


Year Film 

1983 Ardh Satya 

1984 Inquilaab 

1987 Satyamev Jayate 
1995 Drohkaal 

1999 Shool 

1999 Sarfarosh 

2000 Kurukshetra 
2003 Gangajaal 

2004 Khakee 


*Figures are all India collections net of entertainment tax 


Sou rce: IBOS Network 


Net Collections* (Rs crore) 
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close to a deal with an Ireland-based 
firm, but it fell through. Jagran director 
Shailesh Gupta confirms the newspa- 
per is on the lookout. “Fortunately,” he 
Says, “we are not in a hurry.” In fact, 
former Jagran chairman, the late 
Narendra Mohan, was one of the 
staunchest supporters of foreign in- 
vestment in Indian print media. 


BUOYANT economy and a Parlia- 

mentary election means advertis- 
ing spends will grow by 10-15% this 
year, compared to half that rate last 
year. That explains the rash of chan- 
nels launched this year and the ones 
being planned. The latest addition to 
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tainly one of the biggest so far. 


has put together a paper on interim 
recommendations based on what he 
has found in India and overseas in the 


_ last month or so. The paper is exten- 


sive in detail, simple to read and sen- 
sible to boot. We just wish the Ministry 
of Information and Broadcasting had 
put in that kind of thinking before 
amending the law to mandate the use 
of set-top boxes. 


OW does the latest Bollywood po- 
lice flick, Khakee, compare with 


_ those that came before? The chart 


above will give you an idea. It is cer- 
a 
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UST to check out how the con- 
cept of ‘customer is king’ is 
faring at PSU banks, BW’'s re- 
porter made a trip to the State 
Bank of Saurashtra at Mayur Vi- 
har Phase-I in Delhi. 
Here is howthe encounter went: 
“Sir, I wish to open a Public Provi- 
dent Fund (PPF) account in your 
bank,” I told one of the two gentle- 
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Future technologies 





men relaxing behind the counter. 

“Sorry we cannot open your PPF 
account, replied the bored voice. 

That seemed strange. “Is there any 
particularreason?” 

“You see, we are short on man- 
power. There is alot of workload.” 

“So when can you open my PPF 
account?” 

“Arre bhai, why don't you go to 
the post office. Even I have my PPF 
account at the Connaught Place (CP) 
post office. Or go to the State Bank 
of India.” 

“But your branch opens PPF ac- 
counts. My friend opened one here 
some time back.” 

“You see, at present we are not open- 
ing new accounts.” 

Giving up, | went to another offi- 
cial. Perhaps he would help. 

“Sir, why is your branch not 
opening PPF accounts?” 

His explanation was different. “Ac- 
tually, our systems are not working. 
There is some problem. Why don't 











you go to our CP branch?” 

Okay. It was time to meet the 
manager. | walked into his cabin 
only to findan empty swivel chair. 

“Manager saab is on leave...” 

Just as well! 

The branch has changed its 
working hours to 10:00 a.m.-3:45 
p.m. from Monday to Friday with a 
lunch break thrown in. On Satur- 
days, it closes by 12:45 p.m. and on a 
Sunday, when the average working 
soul is free, the bank is closed. In 
fact, it has just shifted its weekly 
holiday from Monday recently. 

| enquired if these timings were 
for this branch only. 

“No! Our Connaught Place 
branch also has the same timings!” 

There is an ATM machine out- 
side, the only signs of some modernity. 
It takes care of some of your needs. 

Maybe some day another ma- 
chine could help me open a PPF 
account. 

ASHISH AGGARWAL 
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consultant editor of 
The Telegraph 


Having 
worked 
wonders 
with 
freight, 
the 
railway 
minister 
should try 
and 
attract 
people to 
upper- 
class rail 
travel 


y ashok v. desa 


The railways — a 














poor man’s airline 


HERE was a time when we trav- 
elled by train every time we went 
far. People cooked specially for 
train trips. It was on a journey from 





| 
| 
| 


Poona to Bombay that I wore my | 


first trousers. It was about the hand ofa girl seen 


on the train that I wrote my first poem. Every | 
station had something to look forward to: | 
Madras had its Higginbotham's, Lonavla meant | 
chikki. Outside the stations were ranks for ton- | 
gas, distinguished by the channel that ran | 


down them to carry horse piss. 


Then came the airlines, and we abandoned | 
the railways. It need not have happened. Rail- | 
way stations are far more conveniently located | 


than airports; if only the railways had taken the 


competition seriously, they would have coped | 


easily. Their biggest mistake was ticketing. One 
could book an air ticket through travel agents; 
one had to go to the railway station to book a 


| ticket. Later, the railways allowed tickets to be 


booked through travel agents. But they were 


too few; and many were reluctant to sell a ticket ` 


as the commission was too low. 


Then, a few years ago, I wondered if I had | 


missed out on something by abandoning 


trains. But I was not prepared to make a long | 


trip; it took too much time. So when I was in 
Bombay, I went and took a local train. I was 
standing near the door. A fellow passenger told 
me to retreat further inside; he said some sta- 
tion was coming. I did not understand him. Be- 
ing polite, I obeyed him. As the train arrived, 


there was an avalanche of passengers trying to | 
enter. Maybe because there was not room for | 


everyone, maybe because passengers entering 


at that station were going far and wanted to | 
grab seats, but the rush was such that if I had | 
been near the door, I would have been tram- | 


pled underfoot. That was my last train trip. 


families on holidays or mothers on pilgrim- 


ages. If they were rich enough to travel first- ` 
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class, they would have changed over to airlines. 
When George Fernandes was minister of rail- 
ways in the 1970s, he raised first-class fares to 
the level of air fares; since then they have been 
little below air fares. But then there were mil- 
lions who were not rich; for them the three-tier 
second class was the most affordable option. 
But with the arrival of Deccan Airways, air 
fares are coming down to compete with the air- 
conditioned second-class. If cheap airlines 
spread, they will slice off the better paying pas- 
sengers from the railways. And the railways will 
be left with third-class passengers. Their fares 
are far below cost; so the more of them the rail- 
ways carry, the worse off they will be. And they 
are not alone. With them travel many more kar 
sevaks, migrant workers, hawkers, touts and 
hooligans who pay nothing. The poor ticket 
checker is no match for the riff-raff found on 
trains; so most passengers pay no fare at all. 
Even without Deccan Airways, the railways 
would have been in trouble. Railway ministers 
have three aims. One is to make money. Two, to 
get their supporters employed in the railways. 
And three, to keep second-class fares low. So 
train fares have been below cost, and have been 
subsidised by freight. That makes freight ex- 
pensive; so the railways steadily lost freight to 
trucks for decades. The only freight they got 
was bulk traffic — minerals, steel, coal, cement. 
Then, after Nitish Kumar came, something 
changed. The railways improved their service, 
and started taking away freight from trucks. As 
a result, the railways began to make a profit, 
while the truck industry experienced a pro- 
longed slump. This year, though, the slump in 
truck production has ended. Does that mean 
that railways are losing their competitiveness? 
I do not know. Having worked wonders with 


_ freight, Nitish should try and attract passengers 

I could afford to forget trains because most | 
of my trips were paid for. There must have been | 
many who paid for their trips, who took their | 


like me. He should introduce safe, comfortable, 
upper-class rail travel, at fares below those of 
Deccan Airways. Georgian socialism is buried, 
the NDA has no qualms about courting the 
well-off. India is shining; why not railways? m 
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RADHIKA DHAWAN 


ber 2003, a government letter 
arrived at the offices of India’s 
frontline investment banks: 
DSP Merrill Lynch, JM Mor- 
gan Stanley and Kotak 
Mahindra-Goldman Sachs. The govern- 
ment was divesting 10% of its stake in 
both Oil and Natural Gas Corporation 
(ONGC) and Gail (India). The banks 
were among five who had been invited 
to vie for the two privatisation man- 
dates. The ONGC bid had to be submit- 
ted by the 29th of the month and the 
Gail one by the 30th. 

Normally, before giving a mandate, 
the government invites a clutch of 10-20 
bankers for a ‘beauty parade’. It then 
comes out with a final list based on tech- 
nicals that usually features 3-4 of the 
premier banks. But this time around, 
the list was pre-decided; included five 
investment banks, two of them (ICICI 
Securities or I-Sec, and HSBC) relatively 
smaller ones; and required them to bid 
within three days. The bank quoting 


Why India’s 
biggest 
investment 
banks should 
be worried 











| the lowest fee would bag the deal. 


N the morning of 26 Decem- | 


| For one, the market has been down for 


The top bankers were not amused. | 
The reason is simple. The government 
decision comes at a time when their in- 
dustry is going through troubled times. 


both equity deals, and mergers and ac- 
quisitions (M&As). Two, over the past 
year, a bidding war between various 
banks (unleashed primarily by the 
smaller banks like HSBC and ABN 
Amro) has pushed the fees on privatisa- | 
tion deals to below 1% of the deal size. 
The bankers feared the government's 
choice of bankers in the shortlist would 
lead to further price-cutting. 
Hemendra Kothari, chairman of 





| DSP Merrill Lynch and one of the most | 






influential investment bankers in India, | 
promptly invited the chiefs of the other | 
banks to a meeting in Delhi. Sources say | 
Nimesh Kampani of JM Morgan Stanley 
and Uday Kotak were present, as were 
representatives from the other banks. 
The bankers then tried to convince the 
government that this manner of hand- | 
ing out mandates would 
be counter-productive for | 
the markets and the disin- | 
vestment programme. 
(Another agenda was | 
£ toworkthe room to 
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one at > people would bid.) | 
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L i guns, arguing that this 
= was a follow-on offer and 
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What ensued was a nightmare. Pri- 
vatisation deals are too prestigious to let 


| slip. The $2-billion ONGC deal was one 
| ofthe biggest the country had ever seen. 
| Eventually, Kotak’s winning bid, at 


0.075%, stunned the industry. The Gail 


| bid went to HSBC (at 0.14%). “These 


rates are the lowest the industry has 
seen. It’s scary,” says Naina Lal Kidwai, 
vice-chairman and managing director 
of HSBC Securities and Capital Markets. 

The past few years have been un- 
kind to investment banks the world 
over. The market meltdown in 2000 has 
singed them. The deals that fatten in- 
vestment bank revenues — the equity 
issues and corporate acquisitions that 
multiply in good times — have dried up. 
Arcund 100,000 pink slips were handed 
out on Wall Street between 2000 and 
2002. The worst seems to be over now, 
but the churn is still on. Citigroup and JP 
Morgan have improved their ranking on 
the league tables. And one of the biggest 
upsets in the business happened when 
Citigroup's Smith Barney became the 
top bookrunner for global debt, equity 
and equity-related issues in 2001, end- 
ing Merrill Lynch's 11-year reign. 

In India too, the bigger players are 
under pressure. Commercial banks like 
ICICI Bank (through subsidiary I-Sec), 
Citigroup and HSBC have improved 
their rankings in the M&A advisory 
business in 2003 at the cost of the tradi- 
tional houses like DSP Merrill Lynch 
and JM Morgan Stanley (See ‘Big Boys 
Drop Ranking’). Accounting firms like 


| Ernst & Young (E&Y) and KPMG are 





making strong inroads into the corpo- 
rate advisory business. And a host of 
small investment banks — like Ambit 
Corporate Finance or Rabo Bank — 
have grabbed deals from under the 
noses of the old houses. One industry 
estimate says the top three banks had 
investment banking revenues of $10 
million-14 million in 1999-2000, which 
crashed by half in the following year. 

At the same time, the market has not 
grown even as the number of players 
has gone up. Says Ashok Wadhwa, man- 
aging director, Ambit Corporate Fi- 
nance: “Fee-based income in this mar- 
ket has been stuck at $40 million-50 
million for the past 4-5 years.” Newcom- 
ers like HSBC and I-Sec are growing 
their equity practices by undercutting 
more-established banks in government 
deals. “The government has been the 
major provider of business over the past 
two years,” says I-Sec chief executive 
S. Mukherji. HSBC fired the first salvo 
when it bid 0.06% for the Hindustan Pe- 
troleum divestment and pipped banks 
like JM Morgan Stanley to the post. 

The fees for private sector deals too 
are far lower today, at about 2.5%. (Of 
course they are still higher than those 
for government deals.) During the tech 
boom, Silverline Technologies and Red- 
iff.com paid 7% to their investment 

banks to raise capital and get 
: listed on the NYSE and 
Nasdaq, respectively. 














paid better in those days 


GDR and 2.25% for 
the Gail GDR. 

To get a sense of 
how tight the busi- 


focussed global banks 
in India. Lehman 
Brothers, Dresd- 
ner 
Benson and So- 
ciété 
have shut shop. 


one-man operation in 
the country and has exited 


large fees. That did not happen. Few In- 
dian deals generate fees of $1 million, 


Even the government | 


— 1.24% for the VSNL | 


ness is, look at some | 


Kleinwort | 
Générale | 
UBS maintains a 
the advisory business. “These | 


banks thought they would use their | 
multinational relationships to generate 


INVESTMENT BANKING 


Big boys drop ranking 


&A League Table 


2002 (1 Jan 2002 - 31 Dec 2002) 











| firms have to earn to be viable in India,” 
_ says Munesh Khanna, managing direc- 
_ tor, Rothschild. 

The full-service investment banks, 


x like Kotak and JM Morgan Stanley, have x 


so far relied on other revenue streams to 


_ keep themselves afloat. With the drastic | 
_ fallin interest rates since 2000 and the ` 
consequent rise in bond prices, their ` 


| debt market business has done well. 
_ One investment banker says that play- 


ers like Kotak and DSP earned more | 
than half their revenues in recent years ` 


_ through bond trading. 

their investment banking teams. JM 
| also reduced its team size (the bank de- 
nies this). Two investment banks BW 
spoke to claim to have got résumés from 
` director, Kotak Mahindra: “This indus- 
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which is the kind of money a lot of these | 





Yet, even these firms have pruned | 


_ Morgan Stanley had a 60-strong team in | 
. 2002. That has shrivelled to 42. DSP has — 


‘a 


many DSP employees. Says Ajay | 
_ Sondhi, vice-chairman and managing | 





Source: Bloomberg M&A League Tables 


try employs far fewer people today than 
it did a few years ago.” 


| ILL the tide turn for the Big Three? If 
the economy picks up and the mar- 
kets stay strong, things could get better, 
especially in M&A. Rajeev Gupta, head 
of investment banking at DSP believes 
M&A activity was low last year due to in- 
active capital markets, There were 265 
deals done in 2002 compared to just 171 
last year. Also, the bigger players were 
preparing for the privatisation deals 
that were meant to happen last year but 
did not. So the industry never really fo- 
cussed on driving large M&A deals. 

As a result, all the activity centered 
on the mid-sized segment — below $20 
million. And here the accounting firms 
score with their lower overheads. For in- 
stance, five out of the 24 deals in E&Y s 
roster last year were valuation and fair- 
ness opinions. Larger banks usually 
pass up deals that are less than $50 mil- 
lion. “The minute the M&A market picks 








depth — 


up, you'll see that these guys will drop in 
the (M&A) ranking,” says Gupta. 

He, in fact, dismisses the change in 
ranking. “Who are these guys? I don't 
even know them,” he says, pointing to 
Houlihan Lokey Howard & Zukin, one of 
the new companies in the India Advi- 
sory Partners League Tables. 

That may well be true. Yet the fact is 
that there are more segments in the 
M&A advisory business today. A num- 
ber of niche boutique investment banks 
have established themselves on the ba- 
sis of either deal size or geography or ex- 
pertise. Rabo Bank focusses on agricul- 
ture. Rothschild got the Dabhol Power 
restructuring package due to its creden- 
tials in power. Khanna says: “When we 
pitch for jobs, ... domain expertise mat- 
ters. You can have the best relationship 
on the equity side, but for a power deal 
you need power industry expertise.” 

And then there are the small teams 
that break away from larger banks to set 


DSP’s Gupta (T) is not worried about 
newcomers like E&Y’s Rajiv Memani 
who are tapping the smaller deals 
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Boutique firms on the rise 


relationships. That's all he needs to chart his own course. Vinay Shah and 


T HE new investment banker is armed with plenty of ambition and some 


Ashutosh Ghanekar left Accenture to join Ashok Wadhwa's Ambit Finance 
and then to set up Mosaic Consulting. Ajay Garg left a lucrative career at the 
private equity desk at DSP and formed Mape Advisory Group. Last year Mape 
worked on seven deals and got a 3.4% share in the M&A market. 

Most of these firms do equity and debt syndication, and M&A. The idea is to 
dabble in mid-market deals — favourite sectors are IT and pharmaceuticals. 
Larger banks typically do not touch small deals. Bangalore-based biotech firm 
Biocon asked Mape to help it decide on a merchant banker for its public issue. 

But it is yet to be seen how successful these firms will be in the overseas 
acquisitions market without any international affiliations. Avendus has now a 7- 
member call centre which digs out data on key targets and then ‘cold-calls’ 
them. Says Shah of Mosaic: “l don't think global partnerships are such an in- 
hibitor. There is adequate data available on companies and you'd be surprised 
at how open these companies are to talking.” At least the ambition is there. E 


up advisory shops. They manage deals 
worth a couple of million dollars to $20 


million. “All you need is a laptop, a | 
phone and a few relationships, and you | 


are an investment bank,” says Khanna. 
Mosaic Capital, Avendus Advisors 

and the Mape Advisory Group are 

among the small players that have 


emerged over the past two years. Says | 
Anand Mukherji, CEO of ICICI One- | 
Source, a client of E&Y: “You will see an | 


increasing number of companies that 
are comfortable working with a wide va- 
riety of advisory firms. If you can come 
up with the idea and get the deal done, 
then you get the mandate.” 

Take the example of Dr. Reddy's Lab- 
oratories. Despite a relationship with 
DSP (the firm handled their ADR), it 
works actively with smaller firms. After 
Ajay Garg and two of his colleagues left 
DSP in 2002 to start Mape Advisory Ser- 
vices, they plugged into their relation- 


to get segmented even further. Partly 
because the big full-service global 
banks are now going to consolidate 
their positions in equity. The pay-offs in 
M&A are uncertain, as deals often dont 
work out. Says Pramit Jhaveri, head of 
India investment banking, Citigroup: 
“In the foreseeable future, raising of 
equity capital will contribute to a much 
higher component of investment bank- 
ing revenues than both M&A and fixed 
income put together.” 

Two, costs will be more critical than 
ever, second only to relationships. It’s 


_ unlikely that rates will go the levels of 
| the 1990s. Especially so in the Indian 





market, because it simply does not have 
the kind of paying capacity that the 
global markets do. And pricing of deals 
is a function of costs. This is one reason 
the only viable model in the Indian mar- 


_ ket has been the joint venture (like DSP 


ship with Dr. Reddy's with a proposal to | 


buy out a Rs 14-crore Mumbai-based 
pharmaceutical firm, Group Pharma. 
Says V.S. Vasudevan, chief financial offi- 
cer of Dr. Reddy's: “They knew pharma 
and could identify our interests quickly. 
This deal would just not have got the re- 
quired attention from a larger firm.” 

Deal pipelines are full this year. The 
IPO market is booming: $3 billion worth 
of new issues will hit the markets in the 
next three months. How will this affect 
investment banking in India? A couple 
of trends are emerging. 

One, the advisory business is likely 
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_ Merrill Lynch and JM Morgan Stanley), 


which keeps costs low. As integrated fi- 
nancial service providers like Citigroup 


| and HSBC become more aggressive in 


their investment banking business, they 


_ will have to find a balance between scal- 


ing up and costs (read people). 

Three, cross-border acquisitions are 
becoming common. Bharat Forge, Tata 
Motors, Ranbaxy, Wockhardt and others 
have made their first overseas acquisi- 
tions. Investment bankers may need to 
tie up with global firms to tap this mar- 
ket. Ambit is already planning such a 
partnership this year. That will mean 
more competition forthe Big Three. W 
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ou're specially invited to the wedding of 
Goddess Meenakshi and Lord Sundareshwar. 


Chitrai is a festival re-enacting Goddess Meenakshi's wedding 
with Lord Sundareshwar. Marked by pompous celebrations, 






it lasts 12 glorious days. Come be a part of this unique religious revelry. = PAN Ney d 
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story 


IGHT now, even as you read this, a bubble is 
building up. The offshoring bubble. But this is as 
different from the dotcom bubble as night is from 
day. If the dotcom bubble was matter, this is dark 
matter. The earlier bubble fed itself on unrealistic 
hopes. This one is feeding on unsubstantiated 
fears. If every other person in Silicon Valley 
thought he could become a millionaire in a nanosecond or 
two in the 1990s, every other worker in America is now begin- 
ning to worry that his job will move to Gurgaon before he can 
finish saying holy cow! 

Fuelling the fears are presidential candidates like John 
Kerry and John Edwards, and television demagogues like 
CNN’s Lou Dobbs (he runs a daily Exporting America scare se- 
ries on his programme 
— and CNN doesnt 











































“Us firms that outso- 
urce are traitors. The 
Bush government is 
rewarding Benedict Arn- 
old CEOs who move... 
jobs overseas” 

John Kerry is the democ- 
ratic front-runner in the 
US elections. Interest- 
ingly, the Kerry family 
business operates 22 fac- 
tories in the US and 57 in 
other nations. He is refer- 
ring to Benedict Arnold, 
who defected to the Brit- 
ish side in the American 
War of Independence 





“Jobs (are) being out- 
sourced purely on the 
basis of a corporation's 
interest in achieving the 
lowest possible price for 
labour... We are export- 
ing America” 

Lou Dobbs is the anchor 
and managing editor of 
CNN's Lou Dobbs Tonite 


“| will stand up and 
fight every way I know 
how to protect these 
(US) jobs” 

John Edwards is second 
in the race fora 
Democratic nomination 
in the US elections 
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broadcast it in India anymore!). They put it out that the US 
could end up as a Third World nation as white collar jobs get 
wired over to Bangalore, Pune or wherever skills are currently 
going cheap. Programmers, radiologists, accountants... there's 
no one whose job is not at risk. This is an incendiary sugges- 
tion, but a highly believable one. After all, a few hundred thou- 
sand jobs, mainly in software programming and call centre 
work, have shifted to India. So what's there to stop other jobs 
from moving as well? No wonder, the American voter is buying 
into this scary vision and wants to know what the government 
is doing about it. 

But is this vision based on reality? Is the US suffering deep 
unemployment and is India the cause? 

The answer is no, no and no. Lets take the question about 
American unemployment first. Unemployment is running at 
5.6% now, but that is below the average for the whole of the 
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1990s. And it is only slightly above what economists consider 
the normal level of unemployment below which inflation 
would result — 5%. Most other developed countries today 
have unemployment rates higher than this. Of course, em- 
ployment has come down from the late 1990s, but that period 
of irrational exuberance is now regarded as an aberration. So, 
from an arithmetical point of view, with a recovery underway 
and job creation happening albeit a bit slowly (GDP grew by 
an average of 6% in the second half of 2003, and 366,000 jobs 
have been created since September 2003), Americans should 
now be all primed up and ready for the upbeat part of the nor- 
mal business cycle. 

What we have, instead, is an electorate in a sour mood will- 
ing to believe the worst about where their jobs and their econ- 
omy is headed. Lets put it down to a number of circumstances 
that have come together. First of all, Americans today feel far 
more insecure and vulnerable than they have for a long time. 
The on-going war on terrorism has got on everyone's nerves 
and the economic confidence of the Clinton years is now just 
a memory. Second, the US's faith in its corporate leaders is at a 
historic low after a series of scandals starting with Enron. It is 
now common wisdom that you can't expect corporate leaders 
to take decisions that are in the interests of the workers or of 
the nation as a whole. That makes it easy for politicians like 
Kerry to accuse business leaders of outright treachery — he 
called corporate chieftains who are sending jobs overseas as 
Benedict Arnold CEOs (Benedict Arnold was a general who 
defected from the ranks of American revolutionaries to join 
the British colonists). Third, this is an election year and the de- 
mocrats think they have finally found a sensitive political but- 
ton with which to move the voters and they are pressing it for 
all they are worth. 

So let's separate the politics and the fears from the facts 
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The coming shortage 


The growing gap between the demand 
for and the supply of labour caused 
by ageing 
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Financial underwriters 


Programmers and software 





engineers 905,370 | 
Paralegals and legal assistants 179,330 147,051 i 
Telemarketers ca 378,750 l | 





Travel agents/reservation clerks 19 00 163, 3,754 
“58, 720 i 339 9,453 l 
257,020 210756 
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taal = sss aran 


FREQUENTLY ASKED QUESTION 


an workers! lived with the loss of agricul- 
di | jobs and industrial jobs because they were 
= sold the promise that they will now get more pro- 


a ive, higher-paying jobs in the services sector. 
K ‘Now, as. service sector jobs too start shifting out, 
where will they go? 


iv Jhenever trade or technology has destroyed 
js, people have moved on to higher value-added 
ai But rarely has anyone been able to foresee 
| precisely what those new jobs would be. Could the 
| buggy-makers who where thrown out of work by 
-automobiles have seen precisely what jobs they 
üld get? But automobiles and railways 
ved overall productivity, made new services 
products possible and pulled everyone on to a 
er level of income. When Seattle’s manufac- 
ig companies were cutting jobs, companies 
icrosoft were taking birth. But nobody could 
redicted even in their wildest dreams that 
-ompanies would go on to create the kind of 
vey did. So the principle still holds — trade 
metimes hurts in the short term, but never in 

















= and the numbers. How much of the American unemploy- 


"a ment is caused by offshoring to India? According to Nasscom 
ma figures, all of India’s IT and IT-enabled services (ITES) compa- 
« nies put together will hire roughly 84,715 people this year to 
service clients in the US. Not all of them will displace jobs in 
the US since many Indian companies provide services that 
would otherwise not be provided at all — like 24-hour call cen- 


ry, tres and live broker advice to wealthy bank clients. But let's not 
"ÉE quibble, let us just assume they snatch away existing Ameri- 
| can jobs. How serious a matter is this? Serious enough to jus- 


tify ‘offshoring to India’ becoming a key item in the US presi- 

* dential election? You gotta be kidding! According to Alan 

| Greenspan, chairman of the Federal Reserve: “A million work- 

- ers currently leave their jobs every week... and a million, more 

| or less, are also newly hired.” So that’s the relative scale one is 
talking about. 

i Lets come at it from another angle now. Lets assume that 

overnight, we make the Indian IT and ITES companies disap- 


$ pear from the face of the earth (as Lou Dobbs would perhaps 


recommend). And that the disappearance of the 328,250 Indi- 
| ans who were providing services to the US causes an equal 
number of new jobs to be created there. What difference 


s would it make to unemployment in the US? American unem- 


G ployment would then come down from 7.3 million to under 7 
; million, a reduction of just 4%! If offshoring isn't causing un- 

| employmentin the US, what is? The obvious answer is agricul- 

í ture (which lost 3.3 million jobs in the nine years between 
f 1993 and 2002 due to increasing mechanisation) and industry 
í (which lost 0.3 million jobs in the three years since 2001 due to 


s mechanisation and outsourcing of manufacturing to coun- 


tries such as China). The service sector, in fact, added 19.3 mil- 


ee | lion jobs between 1993 and 2002! 
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But you could argue that the real fear is about the damage 
offshoring could cause to jobs in the future, not the present. 
Especially since the service sector now accounts for 70% of 
employment, and offshoring these jobs would worry a far 
larger portion of Americans than offshoring industrial work. 
So what does the future portend? In 2002, Forrester Research 
did a study to figure out how many American jobs will be ‘off- 
shored' between 2000 and 2015. The number they came up 
with: 3.3 million. This figure has been quoted widely by some 
commentators in the American media to suggest how serious 
the problem really is. But what the number highlights is not 
the severity of the threat, but the very mildness ofit. First ofall, 
3.3 million is just 2.39% of the 138-million strong total work- 
force of the US. But more importantly, the 3.3 million figure 
has to be contrasted against the shortage of 5.6 million work- 
ers expected to arise in the US economy by 2010 because of 
ageing, according to the Evalueserve statistics. (See ‘The Com- 
ing Shortage’) 

Looking at these figures, the picture that emerges is that of 
a fear bubble building up — those who remember the furore 
over the ‘hollowing out’ of American manufacturing by Japan 
(the fear then was that this would lead to the inevitable decline 
and decay of America) will see the similarities. To get a hope or 
fear bubble going, you need a few things. First of all, you need 
a simple but gripping idea (like “hollowing out” or “the Inter- 
net changes everything” or “offshoring of white collar jobs to 
low-cost locations”); a few early validations of it (like an Ama- 
zon, or the early successes of the Japanese carmakers or the 
early success of Indian BPO operators) and a lot of evangelists 
with vested interests (venture capitalists in the dotcom era; 
politicians and TV commentators in the offshoring era) who 
exaggerate and extrapolate those early validations to predict 
the imminent arrival of a bright-and-shiny or a dark-and- 
gloomy future. 

It is not that there is no grain of truth in what the bubble- 
makers say — a bubble can’t even get started otherwise. It’s 
just that the evangelists let their imagination run far ahead of 
the reality. Reality will catch up with — and even overtake — 
their imagination, but in a far slower, and fascinatingly com- 
plex and unforeseen manner. American manufacturing 


| ny decided: tor move equity rese h to 

| and is now on unemployment dole of $ 

| month. He does not blame offsho 

| knows that as a kid, a TV or a 

| clothes were considered cos 

| any of these ata Wal-Mart : 
knows also that tomorrow, 
healthcare costs, etc., too wi 

| of outsourcing of work tol 

| get a job soon, he plans to stu 

| management. A spirited Broo 
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OFFSHORING AND GROWTH 


The real story of offshoring is the gains that it 

| brings to the country that sends out the work. The 

| McKinsey Global Institute has done a study on the 

| subject and says the gains to the US are nearly 

| four times more than the gains to the work-receiv- 
ing country. And according to a policy brief writ- 

| ten by Catherine Mann for the Institute of 

| International Economics, falling hardware costs in 
the 1990s helped spur productivity growth in the 

| US. While most of this fall was due to technologi- 
cal improvements, 30% was due to the fact that US 
hardware companies had moved production to 
places like China. She says that this added some 
$230 billion to the US GDP between 1995 and 
2002. Mann argues that a similar global value 
chain in software will further bring down technol- 
ogy costs and help diffuse IT deeper into the US 
economy, thus creating the next wave of produc- 
tivity growth. 





did, indeed, hollow out to a large extent — but not before al- 
lowing Americans to move onto a higher level of growth and 
prosperity. The Internet is, indeed, changing everything by 
inveigling itself into every aspect of human life — offshoring 
itself is a consequence of it. But the Internet phenomenon is 
not playing out in the manner that the evangelists predicted 
— dotcoms didn't overturn traditional megacorporations; 
the megacorporations are, in fact, using the Internet to re- 
order themselves. 

The course that offshoring will take will be similar. A large 
portion of the low-skilled, low-productivity jobs that can be 
done remotely will move from rich countries to poor coun- 
tries fairly quickly. But their numbers will not be as large as the 
scare-mongers suggest. Higher-skilled jobs will also move, but 
far more slowly. 

In the meantime, as economies and companies around 
the world digest the fact that a few hundred million more 
smart people have joined the global talent pool, new ways of 
using them to create new products and services will be found. 
Since American companies dominate the world market for 
ideas, it stands to reason that they, more than anyone else, will 
gain from it — unless, of course, creativity somehow comes to 
a grinding halt in the US. 

There are indications that Americans are already figuring 
out howto use the new opportunities. GE has set up a research 
lab in Bangalore with 1,800 engineers, a quarter of them (450) 
Ph.Ds. So have a range of Fortune 500 companies. They are not 
necessarily replacing scientists elsewhere; the availability of 
cheap but high-quality talent in India is allowing them to re- 
search more and better. They will own the patents and the 
profits that flow from the research. And the products and ser- 
vices that result from the research will probably create more 
jobs in the US and China than in India. The US has run the 
world’s most formidable innovation machine for a long time 
— it spends $276.4 billion on research and development a 
year; India spends just $6.18 billion (2002 figures)! It would be 


BPO 





naive for Americans to think that all this is about to go away 
because a few programming and call centre jobs have gone to 
India. It would also be foolhardy for Indian politicians and 
commentators to see this as the beginning of the end for 
American supremacy and the imminent ascendancy of India 
or China. The world is less linear that these formulations 
would suggest. 

Take, for instance, the story that Businessworld carried 
three weeks ago, on how Bangalore 
is helping save Valley companies 
(See ‘Saving The Valley’, BW, 23 Feb- 
ruary). The drying up of venture 
funding in the US is causing many 
start-ups in Silicon Valley to hire 
staff in Bangalore to make their lit- 
tle money stretch a long way. With- 
out the Bangalore option, they 
would have folded up. By keeping 
them alive, Bangalore is creating 
jobs in the US that otherwise 
wouldn't have existed at all. The 
start-ups that go on to survive and 
thrive will be American companies 
and they will create American jobs. 
The bubble-makers use an artifi- 
cial, zero-sum world to create their 
scare scenarios. Worlds where a job 
created in one place is a job de- 
stroyed some place else. In the real 
world, win-win games are more 
common than zero-sum games. A 
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Alan Greenspan 
is chairman, 
Federal Reserve 


“We can be 
confident that 
new jobs will 
replace old 
ones, as they 
always have” 


job created in one place often means more jobs some place 
else. A US that suddenly forgets this could bring in laws that 
harm trade, development and everyone's prosperity. In short, 
the US needs to win its confidence back for the sake of the rest 
of the world and itself. A 

























THIS COVER PACKAGE IS DEDICATED TO 
ADAM SMITH, WHO WROTE IN HIS BOOK, 
THE WEALTH OF NATIONS, IN 1776: 


“What is prudence in the conduct of every pri- 
vate family, can scarce be folly in that of a great 
kingdom. If a foreign country can supply us with a 
commodity cheaper than we ourselves can make 
it, better buy it of them with some part of the pro- 
duce of our own industry, employed in a way in 
which we have some advantage... In every country, 
it always is and must be the interest of the great 
body of the people to buy whatever they want of 
those who sell it cheapest. The proposition is so 
manifest, that it seems ridiculous to take any 
pains to prove it; nor could it ever have been 
called in question, had not the interested 
sophistry of merchants and manufacturers con- 
founded the common sense of mankind. Their 
interest is, in this respect, directly opposite to that 
of the great body of the people.” 
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VER the past six months the US government has 
put several hurdles in the growth path of the fledg- 
ling outsourcing industry, which has been a pillar of 
India’s economic success. Despite the General 
Agreement on Trade in Services (GATS) explicitly 
permitting cross-border trade in services, several 





h ° i US states and the US Congress have passed laws barring the 
"a offshoring of government-funded services. 


The moves hint at the beginning of a low-intensity trade 
war between India and the US. The University of California es- 


“Q timates that the new restrictions could cost the Indian out- 
| sourcing industry over $250 million in revenue and over | 


= = 50,000 jobs a year. 
| Aneven more significant threat to the Indian outsourcing 
industry is the opportunity cost of controversy. It has not af- 


mew fected the Indian BPO industry as yet — but it could. 


“In this environment many companies are delaying or 


@ reconsidering outsourcing decisions,” says Keenan Watts, 39, 
| whorunsacustomer service consultancy in San Jose, “Even if 


| only 20% of potential companies are postponing their deci- 


= sions, that's a $500-million hit.” 


| For now, the Indian outsourcing industry seems to favour 
| underplaying the issue. 

|  “T'mnotsure that (lobbying the US government) is neces- 
£ sary,” says Prakash Gurbaxani, CEO of TransWorks, a Mum- 


; |  bai-based business process outsourcing (BPO) and call centre | 
| US insist on protecting their farmers from Third World agri- 


| operation. “In the 1980s there was a backlash against the 
> Japanese and then against the Chinese. As people got used to 
| the idea, things settled down then. And this will happen with 


i I India too,” 


! Indian firms are acutely conscious of the fact that their for- 
= eign clients hate publicity of any kind. “Our work is best done 


| in the background,” says a senior manager with a Mumbai- 
| based BPO company. “Clients have asked us not to speak to 


| the press, even to support the industry. They say they them- 


[selves will manage the situation in the US.” 


ICICI OneSource CEO Ananda Mukerjee says that out- 





ffshoring 


that this will eventually dilute the dismay and anger over 
exported jobs. Apart from the fact that new BPO centres buy 
tonnes of equipment and services from US firms such as Dell, 
MCI and Cisco, Mukerjee points out that outsourcing to India 
helps US firms save millions of dollars in operations costs 
every year. 

“And these savings are invested back into the US economy, 
creating more, better quality jobs,” he says. “The inherent eco- 
nomic factors driving outsourcing are so strong that they just 
cannot be ignored. As long as we maintain quality and offer a 
price advantage, clients will be there.” 

Part of this optimism comes from the scorching 55% aver- 
age growth rates India’s outsourcing industry is chalking up 
every year despite the brouhaha in the US. And part of it is 
based on an unspoken assumption of good faith in the US 
commitment to free trade. 

Both reasons are dangerously overestimated. 

“No country can afford to have its job base systematically 
eroded,” says Joseph Nye, a professor of public policy at Har- 
vard University’s John E Kennedy School of Government and 
one of the gurus of globalisation. 

History shows that while pushing free trade policies, West- 


_ ern nations don't follow their own prescriptions when they 


impact their jobs. 
The Canctin Round of the World Trade Organization 
(WTO) remains stalled because the European Union and the 


cultural imports with over $500 billion in subsidies. And both 
the European Union and the US, while demanding the free 
movement of capital, remain firmly opposed to the free move- 
ment of the other crucial factor of production -— labour. 

Ata recent seminar on outsourcing organised by the Infor- 
mation Policy Institute on Capitol Hill in Washington DC, 
speakers concluded that a spate of legislation restricting off- 
shoring would be tabled in the US because, as one speaker put 


_ it, “the outflow of jobs could far exceed the 3 million manufac- 


| sourcing helps US businesses more than it hurts them and | 


turing jobs the US lost in the last three years”, 
More importantly, speakers voiced concern that outsourc- 
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With both Republicans and Democrats in the Congress 
and at the state level singing the anti-outsourcing mantra in 
perfect harmony, only the President himself had the leeway to 
strike a momentarily discordant note. George W. Bush's eco- 
nomic report to Congress stated that outsourcing to countries 
such as India would help the US economy grow. But the back- 
lash was so strong that within days Bush was telling high- 
school children that “people are looking for work because jobs 
have gone overseas”. 

Though unemployment in the US is rooted in the bust of 
the bubble economy, it is intellectually easy and politically 
convenient to lay the blame on outsourcing. Wondering how 
the radiance of the Clinton years has waned into the dull glaze 
of George W. Bush's America, many Americans are blaming 
globalisation — and the export of manufacturing and service 
jobs to China and India respectively. 

“Countries are growing at our expense,” says Michael 
Hall, an unemployed systems analyst as he stands in the midst 
of an anti-outsourcing rally in San Francisco. “And by ours I 
don't just mean America’s. I mean ours,” he 
says emphatically as he gestures at the crowd 












ing was certain to spread from the informa- 
tion technology (IT) and IT-enabled services 
industries such as call centres to mainstream 
white-collar industries like insurance, hu- 
man resource planning, accounting, market- 
ing materials, and packaging and designing. 


After: “We need to 










Gregory Mankiw is of protesters around him. “Why should we 
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Before: “Offshoring of 
US service jobs is only 
the latest manifesta- 
tion of the gains from 
trade that economists 
have talked about for 
centuries” 












help workers find jobs 
and make sure we 
create jobs here. But 
we shouldn't sort of 
retreat from the basic 
principles of free 









Francisco, which has long held itself out as 
America’s bridge to Asia. These protests were 
once reserved for issues such as war and 
abortion rights. This is illustrative of the 
alienation seizing many Americans. 

“There is also another dynamic,” says 
Bruce Flinter, a political strategist in Wash- 
ington DC. “The Bush doctrine (of) meeting 
injury with aggression is shaping our re- 
sponse to all challenges.” 

In an election year such sentiments have 
made outsourcing easy political bait for as- 
piring presidential candidates, including 
Democratic front-runner John Kerry. Watch- 
ing Kerry rise in the polls might gladden the 


“I know companies which manage their trade” 
entire treasury operations... and a significant 
part of their R&D and design out of India,” 
says Mukerjee. “Any process which does not involve a direct 
physical interaction with a customer can theoretically be 
done from a remote location.” 


Ata time when a general sense of vulnerability and distrust 





colours much of how the US sees the world, the fear that off- | 


shoring could deeply wound the US job market is one of the 
few issues with bipartisan support, even in a politically po- 
larised US. 

“Free trade, open markets, all that sounds nice but ulti- 
mately what people want is their own benefit,” says Jagdish 


Amin, founder of 37 Degrees Inc., a Bay Area-based software | 


firm. “Nobody cares for logic and principle when they are los- 
ing jobs.” 









I 





hearts of Bushs many detractors at home 
and abroad, but among the many war cries, 
this otherwise sombre and measured senator 
from Massachusetts is rallying crowds with a demand that 
freezes the smiles on many Indian faces. 

“We will stop those Benedict Arnold CEOs from shifting 
American jobs overseas,” Kerry yelled as he punched the air at 
a recent victory rally. 

To a great extent this backlash is rooted in surprise. Unlike 
the export of manufacturing jobs which was expected and 
planned for, services outsourcing has been an unexpected 


| consequence of technology and free trade. Both the general 


public and the corporate sector have been hit unexpectedly by 
the new phenomenon. While the outsourcing of manufactur- 
ing faced opposition from the general public, it had the firm 
backing of Corporate America which had figured out how to 
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take maximum advantage of it. For example, 
the process and rules for outsourcing manu- 
facturing were managed so that Western 
companies could continue to profit from 


tions own most of the overseas factories they 
set up. Take China, for instance. Though it 
boasts of being the world’s largest manufac- 
turer of laptops, almost 80% of the factories 


building these machines are US-owned and their profits find | 


their way back to the US-based parent company. 


But business process outsourcing is different because the | 


barriers to entry are low and most overseas call centres and 
BPO companies are locally-owned and profits accrue locally. 


most American firms looking to outsource use Indian-owned 
operations. Unlike manufacturing, this deprives American 
business of owning the profits generated from entire sections 
of the value chain. 

Because manufacturing accounted for about 15% of the 
GDP of most Western nations, the benefits to outsourcing it 
(lower costs which could be passed on to consumers) easily 
outweighed the costs (temporary unemployment). And those 
who lost their jobs in the manufacturing sector were told that 
they would be able to upgrade to jobs in the services indus- 
tries, which accounted for almost 70% of the GDP of most 
Western countries. 

Now as outsourcing threatens those service jobs, people 
are uncertain about what kind of work they would be able to 
upgrade to. 


The fragments of this debate fall at the feet of a more | 


poignant question facing the global community. Free markets 
aim to achieve equilibrium prices through equilibrium supply 
and demand. For today’s unbalanced world economy to reach 
equilibrium something has to go up and something has to 
come down. If it is clear that the standard of living in develop- 


N.R. Narayana 
Murthy is chairman 
and chief mentor, 

Infosys Technologies 


“As long as human 
innovation is alive 
and kicking, as long as 
there is a desire to 
solve problems, I do 
think that we will be 
able to create new 
kinds of jobs” 





ing countries has to go up — 
and it is going up — will it have 
to come down in developed 
countries? 

N.R. Narayana Murthy, 
chairman and chief mentor of 
Infosys, insists it doesn't. “As 
long as human innovation is 
alive and kicking, as long as 
there is a desire to solve prob- 
lems, I do think that we will be 
able to solve this problem — 
to create new jobs in the G7 
countries while lifting up the 
standard of living of the devel- 
oping countries.” 

But after the failure of 

Ronald Reagan's “trickle- 
down theory”, Americans 
have been bitten and are now 
shy of compelling but illusion- 
ary economic promises. 
“If outsourcing continues, even I would- 
n't hire me,” says 38-year-old Larry Shuren, 
who was laid off from 3Com a few years ago. 
“Maybe in the future the only jobs left in the 
US will be sales and marketing and senior 
management jobs.” 

While they may be exaggerated, such 
fears are not misplaced. “In the short term, 
there will be pain,” says Infosys’s Murthy. “But 
it is the job of the respective governments and corporations to 
create alternative opportunities. For example, (they can) re- 
train people. At the end of the day, developed nations have a 
lot more experience in creating jobs because they are all at un- 
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| employment levels of 2-8%. On the other hand, in India, we 
While some firms such as General Electric and American Ex- | 
press have set up wholly-owned BPO operations in India, | 


have been mired at unemployment levels of at least 20%.” 
Maintaining free trade in services is critical to India for, as 
Murthy says, it is only through the “creation of high-dispos- 
able income jobs that India can develop”. But with election 
fever rising in the US, Murthy’s call for different nations to 


| come together and say ‘free trade will never succeed unless it 


is fair trade’ is not likely to be heeded. And as the situation in 


| Iraq settles down, domestic economics rather than foreign 





policy is likely to determine who the next president of the US 
of A will be. 

“I wouldn't be building too much capacity in India right 
now,” says Watts, the Bay Area consultant. “At least not in 
emerging high-value segments like healthcare.” 

So far the gloss of India’s booming outsourcing industry 
has outshone such gloom. But the shadow of US resentment is 
growing. How India manages the political and public turbu- 
lence of being seen as a disruptive force in Western jobs mar- 
kets, and how stoutly it defends its own economic rights, will 
be critical in shaping not only its own future, but also the fu- 
ture of the global trading system. 3 





Jehangir S. Pocha is the China correspondent for In These 
Times. He divides his time between China and the US. 
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the 


Middle Kingdom 


OST people in Indias outsourcing indus- 
try look at China as a potential competi- 
tor, but it might benefit them to learn a 
thing or two from the Middle Kingdom. 
Behind the now familiar rhetoric of uni- 
versal benefit and trade harmonisation 
that is used to sell the free trade system lies the web of 
self-interest and power structures that determines 
how the system runs in practice. China understands 
this — and it has learnt to work the system well. 

The many trade conflicts that swelled between the 
| USand China have ebbed under the combined force of 
China's lobbying and tough negotiating tactics. 

Since 1979 over 15 million American and 8 million 
European manufacturing jobs have reportedly moved 
to China. Still China has enjoyed deepening economic 
integration with the West and Japan (and even arch ri- 
val Taiwan), and won great economic and political 
prizes in the face of strident opposition from human 
rights groups, trade unions and political parties. 

Just months ago, China rejected US and Japanese 
pressure to revalue its undervalued currency, revealing 
its ability to protect its economic interests even when the 
movement of capital and jobs to China is facing ire in the US. 





This is possible because of the influence Beijing has ac- | 


quired in the US. Chinese diplomats and US-based ethnic 
Chinese have built close connections with political, economic 
and thought leaders in the US. Whenever policy is debated or 
made in the US, the Chinese make sure their input is taken. 
Over the years Beijing has spent millions (some say about 
$50 million a year) to get Washington's most powerful lobby- 
ing firms, such as Hill and Knowlton, and Jones, Day, Reavis 
and Pogue to speak for it in the corridors of power. Non-parti- 
san watchdogs like The Center for Responsive Politics report 
that on some occasions lobbyists working on behalf of China 
have spent over $20 million to swing a vote in the US Congress. 
Representative Howard Coble, a Republican from North 
Carolina, once said his office got more than 40 phone calls in 


one afternoon from corporate lobbyists when he was consid- 


ering a vote against China. Later, former international vice- 
president for the US Chamber of Commerce Willard Work- 
man said his office convinced “101 out of 103 House members 
who were planning to vote against China to vote with us”. 
Beijing has also built close ties with several US business- 








Chinese premier Wen Jiabao with US president George W. Bush 


men and politicians, such as ex-White House chief of staff 
Howard Baker, former secretaries of state Henry Kissinger, Al 
Haig and Lawrence Eagleburger, and CEOs like Maurice 
Greenburg of AIG Insurance. By including them in Chinese 
business projects as consultants, advisers and personal in- 
vestors, Beijing aligns their interests with its own. 

For example, Greenburg, who is often called China's infor- 
mal ambassador to the US, has used his position as amember 
of the President’s Advisory Committee for Trade Policy and 
Negotiations and the influential National Committee on US- 
China Relations, to speak on China's behalf. 

Beijing sends over 1,500 officials to US universities and 
think-tanks. Primarily targetted at improving China's bureau- 
cracy, this has other welcome effects. Just because of the pres- 
ence of these officials, these universities have a more nuanced 
understanding of China. A continuous stream of Chinese offi- 
cials brings both tuition and prestige to the universities. It also 
makes the universities censor themselves on issues that may 
rile China. Even Harvard University, which protects its acade- 
mic freedom, has been accused by critics of taking a soft line 


| onissues like Tibet for fear of alienating Beijing. 


Chinese provincial governments also maintain a system- 
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seas. By Jehangir S. Pocha 


atic engagement and constant communication with US in- 
dustry organisations. By understanding the strategic impera- 
tives of different US economic interests, different provinces 
have passed different laws to accommodate them. 

_ This ability to give while taking is a hallmark of Chinese ne- 
gotiation. For example, the terms on which China agreed to 
join the WTO are skewed in favour of Western companies. It 
seemed like a sacrifice China was making to get into the global 
system, but it gave the companies a stake in China's success. 

That seeing foreign and commercial policy as a means to 
an end and not an end in itself, or a statement of morality or 
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America’s trade deficit with India and China 


China has moved from being the fifth-largest supplier of US imports | 
in 1997 to the fourth-largest in 2002. China’s growth in 2003 has | 
“caused it to surpass Mexico to become the US's third-largest source 





<a anan ana aaa aaa anna aaa aaa a———arruxmuaussAucaaaa—aa-.- 





mocratic set-up. While Delhi has used its newly acquired po- 
litical lobbying power to checkmate Pakistan, it has been slow 
in using it in the economic sphere. Most of the funds spent on 
lobbying the US are controlled by the foreign and not the fi- 
nance ministry, and Indian industry and state governments 
have been slow to invest their own funds in lobbying. 

India’s weakness and inexperience at lobbying the US on 
the economic front is probably behind the speed and deci- 
siveness with which the US has moved to counter outsourc- 
ing. In trade disputes with China, Japan and Europe, the US 
took several rounds of negotiations to decide upon acourse of 
action, whether reconciliatory or punitive. But the re- 
cent strictures against outsourcing have come with- 
out any meaningful parleys with India. 

“In the past, political compulsions led leaders of 
the South to take unreasonable decisions... the politi- 
cal compulsions of the leaders of G7 countries are as 





of imports. unjustifiable,” says Infosys chairman N.R. Narayana 
Country Pans, ten i san lu 2008 ($r) ose dene Murthy. “The jobs losses from outsourcing are quite 
| small... still they have acted to protect their own jobs.” 
111.4 70 9 | 21,9 | The argument over whether trade is or isn't a zero- 
| 2 ee sum game is further complicated by the US govern- 
9.2 ment “which publicly insists it isnt, but which quietly 
: | plays the game as if it were”, says Nolan Bowie, who 
US Imports teaches media studies at Harvard University. “On one 
in 2002 Jan-July 2003 As % of total hand, the US insists the Chinese government must 
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ideology, is the critical difference between Beijing and New 
Delhi. When Washington puts pressure on Beijing, numerous 
lucrative Chinese contracts are awarded to European compa- 
nies. Boeing, General Motors and AT&T have been affected by 
this and now they themselves lobby Washington to treat 
China positively. With China's imports expected to reach $1 
trillion by 2007, companies eager for a slice of that pie don't 
want to annoy China, even if it means getting the US govern- 
ment to ignore any infractions made by China. 

Some time ago a paper prepared by Robinson Lerer Saw- 
yer Miller, one of Washington's leading public relations firms, 
was leaked to the press. It showed how Fortune 500 firms have 
become China's PR machine. The paper says China was to use 
“allies who have credibility and influence over public opinion 
as a critical component of China's communications program. 
These include business leaders with an interest in Chinese in- 
vestment who can be organised into a force for change. They 
can be thought leaders and commentators who present 


China's viewpoints to the American public with impact and 





credibility”. The paper also named over 100 US corporations 
which could lobby the US government on behalf of China. 

In contrast, India does not have the same buying power 
and what little it has cannot be wielded as decisively in our de- 
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| maybe even pharmaceuticals, closed in the US.” 





stop jamming foreign (satellite) broadcasts inte 
China... but (the US government) doles) not allow for- 
eign broadcasters to broadcast in the US either.” 

Not only is the developing world now understand- 
ing the nature of the global trading system better, butit 
is also becoming more confident in formulating its 
own defences against ‘unfair trade practices’. Even 
countries without the economic power of China are stand ing 
up for their economic rights. During the diplomatic furore in 
the run-up to the Iraq war, Chile, which had a rotating seat on 
the United Nations Security Council, stood up against the US. 
When told the US might hold up the signing of a Free Trade 
Agreement (FTA) with Chile, the Chilean president said that 
holding up the FTA would hurt the US as much as it hurt Chile. 

In this environment many experts are surprised to see In- 
dia being so hesitant in protecting its legitimate economic 
rights. Unlike the trade wars the US has fought with Europe, 
Japan and China, it has little firm legal ground on the issue of 
offshoring. While the Europeans unfairly protected some in- 
dustries, the Japanese had several invisible trade barriers and 
the Chinese use unfair labour practices, the Indian outsourc- 
ing industry conforms to GATS and other global conventions. 

“We actually pay our employees more than standard In- 
dian wages,” says Abhay Chauhan, vice-president (business 
development), TransWorks. Muthiah Rajan, a software engi- 
neer in Boston, says he is surprised that the BJP is offering 
such a “timid reaction”. “They claim they will never allow india 
to become a ‘soft state” he says, “but what is this? H they keep 
quiet, India could also find other areas like agriculture, and 
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ELCOME to the US, the Promised Land. Here 
money, jobs and opportunities — even if you sit 
thousands of miles away — are boundless. But 
lately a smog of xenophobia has obfuscated the 
Statue of Liberty. Visas take longer to process, 
there's an increased concern about data leaving 
the US shores, and unions plan to seek membership from In- 
dian BPO employees. 

These are symptoms of what Harris Miller, president of the 
Information Technology Association of America, dubs the 
‘Fortress America’ mentality. Americans, he says, feel they are 
under siege and must protect themselves. He says: “It’s an idea 
gaining currency that the US can improve its economy and 
save jobs by separating itself from the rest of the world.” 

The anti-offshoring bills — 60 at the last count — are 
merely one manifestation of this. So far, the bills apply only to 
government jobs, and that constitutes a minuscule part of the 
work being offshored. More worrying for India could be the 
calls for tighter visa norms, increased anxiety about data secu- 
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Harris Miller is the 
president, IT 
Association of America 


“The idea of ‘Fortress 
America’ is gaining 
currency. This seeks to 
erect non-tariff barri- 
ers to service exports. 
It calls for tighter 
visas, safe harbour 
provisions, better IP 
rights, et al” 





rity, concerns about privacy, and fears about ‘poor intellectual 
property rights in developing countries, and the resultant 
worries about knowledge transfer. 

These haven't wreaked any serious impact on the Indian 
BPO sector so far, but they could in the future. Apart from na- 
tional security, Americans are worried about losing their tech 
edge to countries like India. “It would take only one major se- 
curity breach from a poorly run company to ruin things for the 
rest of the industry,” says Lakshmi Narayanan, president and 
CEO of Cognizant Technology Solutions, a US-headquartered 
IT services company that employs 7,000 people in India. 

Catherine Mann, senior research fellow at the Washing- 
ton-based Institute of International Economics, says: “Anti- 
offshoring bills do not have much bite. But data privacy, and 
sensitive knowledge transfer could become issues.” 

Here are the issues that could pose real threats for the In- 
dian BPO industry — and the steps to counter them. 

Security, privacy protection and ‘safe harbour’: The Euro- 
pean Commission prohibits the transfer of personal data to 
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really worry about. By Shelley Singh 


America? 


non-European Union nations that do not meet its standards | 


for privacy protection. This bars jobs involving data on Euro- 
pean citizens from going to non-EU countries. The US stan- 
dards are slightly more relaxed — they depend on a mix of leg- 
islation, regulation and self-regulation (by companies). 

The US defines a ‘safe harbour’ as an area where informa- 
tion can be worked upon without compromising its security. 
At the moment, a client generally asks a vendor to prove that 
he can adhere to the ‘safe harbour’ principles laid out in the 
Directive on Data Protection. If the US tightens its laws, they 
might need third-party certification to confirm compliance. 

The ‘safe harbour’ principles cover the following seven 
clauses. Notice: a company must inform an individual about 
the purpose for which it collects information or sends it out- 
side the country. Choice: the company must get the individ- 
ual’s approval before sharing his/her information with a third 
party. Onward transfer: personal data may be disclosed to oth- 
ers, given that the earlier two clauses have been observed. Se- 
curity: the data needs to be protected from loss, misuse, unau- 
thorised access, disclosure, alteration and destruction. Data 
integrity: a firm may only process information relevant to the 
purpose. Access: individuals must have access to their per- 
sonal information provided to companies. Enforcement: the 
seventh clause covers the legal steps arising out of violation. 

The absence of ‘safe harbour’ certifying agencies and ef- 
fective data protection laws in India could keep out more crit- 
ical work. “HR and financial services off- 
shoring would have gone up by half if safe 
harbour provisions were in place,” says 
Avinash Vashistha, managing partner at 
NeolIT, an offshoring advisory. He cites the 
case of two banks that sent work to India 
— it took them 18 months to move parts of 
product development and support work; 
had there been a data protection law, it 
would have moved in six months. 

There are more ways to protect data. 
Companies like MsourcE process tax ap- 
plications without infringing data security 
norms. Jerry Rao, chairman and CEO of 
MphasiS BFL, the parent of MsourcE, says: 
“We encrypt data and mask the social se- 
curity number. In any case, the data does 
not leave the US geography as the servers 
are located there. (People access the data 
through ‘dumb terminals’ stripped of 
hard-disk drives and email access.)” 








Intellectual Property Rights: Intellectual property (IP) 
rights have the potential to be another hurdle. India has strin- 
gent IP laws, yet Americans have reservations about their en- 
forcement. Having witnessed rampant violations in China, US 
companies are apprehensive of a bigger problem in India. 
Software piracy in India is high at about 70% of the total mar- 


| ket, the Business Software Alliance estimates. To skirt this, US 


companies insist on contracts that are enforceable in the US. 
All of Daksh eServices’ 13 clients have contracts subject to US 
courts, but the work is done out of India and the Philippines. 
Nasscom identifies the lax enforcement of IP laws as a 
problem, and is helping enforcement agencies on this. But if 
the Indian government doesn't move faster, the US govern- 
ment could make it mandatory for vendors bidding for work 
in that country to comply with IP regulations in the US. 
Evalueserve, a Gurgaon- 
based equity research BPO 

















ee d CEO company, also does IP man- 
MphasiS BFL agement for clients. “We 


have a contract with a bank 
running into 76 pages: 80% 
of this comprises things like 
‘what if’. The commercial 
part is about 5% and the rest 
comprises severance clau- 
ses. Clients are definitely 
concerned about IP” says 
president and CEO Marc 
Vollenweider. 

Visas: Last month, the 
US exhausted its quota of 
H1B visas — there will be no fresh visas is- 
sued before October. It has no impact on 
offshoring, as agents work remotely. For IT 
services, tighter visas could actually boost 
offshoring. Kanwal Rekhi, president of the 
US-based Ensim Corporation and an an- 
gle investor, says: “The US depends on im- 
migration to stay competitive. Europe and 
Japan stand out as examples of what hap- 
pens when there is no immigration and 
the population ages. US immigration has 
tightened already; this will only act as a 
catalyst to send work out.” 

Processing work visas is already an is- 
sue. A couple of years back, it used to take 
just a few days to process US work visas; 


“We are in favour of 
IP rights. There will 
always be individual 
thieves both in the US 
and in India. At a 
company level we 
can't do much about 
it. This has to be tack- 
led at the industry 
level” 


HEMANT MISHRA 
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WAVING THE RED FLAG 


NDIAN BPO companies are facing the spectre of trade 
unions for the first time, that too from overseas. As 
unions in the US and UK see their base erode at home 
and work being offshored, they are calling on countries 
where the jobs have moved. 

But aren’t US unions responsible for forcing their gov- 
ernment’s hand on several anti-offshoring bills? John 
McCarthy, group director at Forrester Research, confirms: 
“It’s because of them that you see a lot of (these) bills 
introduced.” In 2003, union pressure forced US states like 
Connecticut, Florida, Indiana, Maryland, Michigan, New 
Jersey, New York and North Carolina to table anti-off- 
shoring bills. It’s another matter that none got passed. 

Marcus Courtney, president of WashTech, a US-based 
union of IT workers, explains: “We are always interested in 
seeking ties with workers in other countries like India. Our 
fight and issues are with companies that are exporting 
jobs overseas, not with the Indian people.” 

In the long haul, this form of unionism could import 
the problems plaguing the industry in the West: poor quali- 
ty and tardy delivery. But could unions bring in better 
employee practices too? “Many processes are developed 
to fit technology, not workers. Health issues... may be bet- 
ter tackled with unions around,” says an analyst. It'll work 
only if it works for all — employees as well as employers. 





now it takes at least four 
weeks. European countries 
like the Netherlands take 
about 12 weeks. In certain 
cases, visa Officers of that 
country have even insisted 
on visiting the birthplace of 
the applicant or meeting 
the priest who was there at 
his marriage! There is little 
India can do on this, as 
visas are the sovereign 
right of a country. 

Transfer Of Knowl- 
edge: Last year a Chinese 
company took a prototype 


DILEEP PRAKASH 





BPO 





Vendors have taken care to allay clients’ fears. Work of 
competing companies is protected by firewalls. Employees 
sign non-disclosure and non-compete clauses. Intel and ST 
Microelectronics do cutting-edge work out of Bangalore and 
Hyderabad. Theft of knowledge hasn't been an issue so far. 

Nasscom president Kiran Karnik says: “India is perhaps 
the second-largest repository of software data. We have over 
100 multinational R&D centres. It has not been an issue so far. 
Still there is a need to tighten laws in India.” 

“China is under scrutiny on knowledge transfer violations. 
In India, it’s not an issue as far as non-government work is 
concerned. Companies deal on this directly with vendors and 
have clauses to protect violations,” says NeoIT’s Vashistha. 

So far, so good. Buta few proactive steps by both the Indian 
government and the industry could pre-empt a future flare- 
up. Analysts strongly feel that the Information Technology Act 
2000 needs to be updated post 9/11, as, among other things, 
the complexity of work being offshored has changed. In fact, 
the Act’s clauses on data protection and privacy are being re- 
viewed. Similarly, IPR infringements could be dealt with more 
sternly. The IP law offers copyright protection for computer 
programs but not patent protection — and that needs to be 
addressed. The modified Copyright Act, enforced in January 
2000, is compatible with TRIPs, but the monetary penalties 
(up to Rs 2 lakh) are inadequate and enforcement is sluggish. 

Certifying A Way Out: In the absence of a strong legal 
framework covering the concerns, companies seek globally 
recognised certifications on quality and security. At the end of 
December 2003, India had 65 companies assessed at the high- 
est level of the SEI CMM 
(The Carnegie Mellon Soft- 
ware Engineering Insti- 
tutes Capability Maturity 
Model). Clients may also 
look at BS 7799 — a security 
certification assessed by 
agencies like KPMG and 
DNV. As of April 2003, 13 In- 
dian companies had this 
certification. Narayanan’s 
Cognizant is one of them. 
BPO companies have to 
live with surprise checks, 
apart from regular data and 
security audits. 

Even as Indian compa- 


Marc Vollenweider is 
president and CEO, 
Evalueserve 


“We have a contract 
with a bank running 
into 76 pages: 80% 


comprises things like 
‘what if’. The com- 
mercial part is 5% and 
the rest comprises 
severance clauses. 
Clients are definitely 
concerned about IP” 


of the Mercedes small car, developed its own version, and put | nies try to breach its ramparts, ‘Fortress America’ could put up 
it on the market at less than half the cost of the original. Whatif | 


Satyam, which does critical design work for auto companies, 
were to share such information with competing auto majors? 
Or if an employee from the Texas Instruments Development 


Centre in Bangalore, where critical chip-related work has | 


been going on since 1986, were to quit and join a rival—taking 
with him comprehensive knowledge ofa project? 

Strictly speaking, the US government can't do anything 
about issues regarding transfer of knowledge. It’s a matter that 
US corporations — and their Indian vendors — would have to 
sort out. It can still be a potential barrier to BPO contracts be- 
cause a single lapse can tar the whole industry's reputation. 





| tancy Hewitt Associates. Better keep the gates open. 


more daunting bulwarks. Or it could learn from history. The 
Reserve Bank of Dallas estimates that protectionism has cost 
the US economy $100 billion a year in the past. The stakes are 
high for India as well. IT and BPO sectors have already gener- 
ated employment for about 2 million people — directly and 
indirectly. “It’s in our own interest that we tighten laws so that 
non-tariff barriers do not become an issue,” warns Karnik. 

“If the US uses non-tariff barriers now, it'll be like closing 
the gate after the horse has bolted. The benefits are there for all 
to see. Protectionist measures will only delay offshoring, not 
stop it,” says Dale Gifford, chairman and CEO of HR consul- 
a 
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It makes 
more 
sense to 
import 
real stuff 
from the 
US than 
buying its 
cheap 
and 
unstable 
govern- 
ment 
securities 
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Countering US 





HE outsourcing of services to India 





workers is said to be at stake. A lot 
of the economic nonsense that is 
being peddled by presidential candidates there 


is an echo of the protests against globalisation | 


| we heard here 10 years ago. Indian industry, it 


was said, would be crushed by multinationals 


| after the economy opened up to the world. And 
| whathappened?! wouldn't even bother with an 
| answer. It’s ironical that the same political par- 
| ties, industrial lobbies and businessmen who 


led the campaign against the lowering of our 

trade barriers in the 1990s are now preaching 

the merits of free trade to America. | 
There is now an undercurrent of pride in the 


| way Indian firms have spread panic in the US. 


This pride is justified, but it should not get in 


the way of common sense. Lets face it: though | 
_ $700 billion to their reserves. And the value of 
be ignored, there are bound to be temporary | 


the economics of outsourcing is too strong to 


impediments that will need to be negotiated. 








The US will do its utmost to get some trade con- | 


cessions from India, as it did with Japan in the | 


1980s. How should our government respond? 
The obvious response will be to play the pa- 


triotic card and end up with a direct confronta- | 


tion with the US. It'll be good theatre. And bad 


strategy. A better idea would be to play along | 
| with the US and cut import duties even further. ` 
| This is anyway part of the reform agenda, and 
| will make our economy more competitive. Our 
| average tariff rates are amongst the highest in | 


Asia, and there is room for further reductions. 
Besides, lower tariffs will help save some 
jobs in the US. A few big-ticket strategic pur- 
chases like passenger planes or defence equip- 
ment will also help. The pro-outsourcing lobby 
in the US will have something to fight the pro- 
tectionists with: ‘See, the Indians buy our 
planes and save jobs in Seattle’, or something 


| similar. These moves will also help underline 
the essential truth in economics—trade is ben- | 


eficial to all countries. 
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protectionism 


The problem is that such a course of action 


has become a major campaign is- | will spell political trouble. Indians will see it as a 
sue in the US. The future of its | 


weak response to American pressure. But what 
is the alternative? Currently the dollars that are 
flowing unabated into the country are not be- 
ing fully absorbed by companies and individu- 
als for domestic consumption and investment. 
Instead, they have been diverted into the vaults 
of the Reserve Bank of India (RBI). The official 
forex reserves with the RBI are now over $107 
billion. Most economists say that this is far 
more than what the RBI needs to protect the 
economy against sudden disturbances —a rise 
in oil prices or a flight of capital, for instance. 
The RBI parks most of these reserves in US 
government securities, which currently pay 1% 
interest rate. So, in effect, countries like India 
and China are funding the US government's 
huge deficit at low interest rates. Over the past 
three years, Asian central banks have added 


the investments in US government securities is 
falling because of the decline of the dollar. We 
are exporting goods and services to the US, and 
getting IOUs in return. What's the point? 

A better alternative is to buy more real 
goods and services from the US — power 
plants, defence equipment and computers, for 
example. These purchases will improve the 
lives of ordinary Indians. Hoarding more dol- 
lars only results in empty mercantilist pleasure. 
It makes more sense to import real stuff from 
America’s companies than buying cheap and 
unstable securities from its government. 

So this is the real choice: goods and services, 
or paper? The latter made sense when we were 
low on reserves and needed more dollars in the 
RBI's kitty to insure the economy against global 
shocks. That era is over. It’s time we imported 
more from the rest of the world; even run up a 
bigger trade deficit. Our economy stands to 
benefit in terms of competitiveness and 
growth. And it'll also be a useful way to counter 
American protectionism against outsourcing. 


| Lets see what the government finally does. W 





H would net be an overstatement to say that the 
consumer products industry is on an eternal search 
for new ways to drive top-line growth. So far the search 
has yielded many answers including international 
expansion, new product releases and increased price 
realization. But are they enough tor an industry, which 
is swamped hy new challenges every second? 





~The challenges faced by the industry 


There are a plethora of challenges that companies need to 
grapple with. Maturing brands, choosy consumers, the 
consolidation of retail space, continued pressure from 











I stailers for control of product marketing, limited access 
to consumers, and the push to discover the next best- 
selling brand are just a few. Not to forget mature markets, 
globalization, the management of key accounts, declining 
margins, reduced revenue, and the challenge of working 
__ together with retailers to deliver value. 


_ Also, many consumer products companies have deployed 
a pastiche of homegrown, best-of-breed and legacy 
~ systems. The result of such an amalgam of platforms is 
1 that fragmented customer and consumer information 
reaches the wrong team members at the wrong time, 





leading to frustrated, unsatisfied customers and 











unresponsive consumers. 
Overcoming the challenges 


The industry has to focus more closely on customer and 
consumer requirements. Consumer products companies 
must eliminate their technologically isolated approach to 
x istomer relationship management. 


A solution: mySAP CRM for the consumer products industry 





To drive efficiencies and thus enhance effectiveness across 
all enterprise-wide activities, consumer products companies 
require a fully collaborative, connected, and people-orientec 

CRM solution specifically designed for their industry. 








products companies with mySAP Customer a Su Was. : 
Management (mySAP CRM). 


As the cornerstone of a collaborative, connected, people- 
oriented, and industry-specific solution, mySAP CRM for 
consumer products companies can synchronize all front- 
and-back-office operations to ensure uniform collaboration 
of resources across the enterprise. mySAP CRM enables 
companies to deliver coordinated, cost-efficient, relevant, 
and timely customer and consumer programs and services, 
which result in increased order fill rates, improved profitability, 
increased brand awareness, higher customer and consumer 
satisfaction ratings, and overall volume growth. 


It is an easy-to-use, all-inclusive, and connected solution, 
so consumer products companies have no need for 
multiple software packages or interfaces. Nor do they 
need to synchronize customer-interaction channels. 
mySAP CRM offers unique, comprehensive, and closed- 
loop capabilities that eliminate complex integration 
issues because the solution incorporates everything 
consumer products companies need to track and analyze 
retailer relations — from demand planning to order 
placement, shipping, billing, and receipt of payment. 


With mySAP CRM, consumer products companies can 
produce and deliver products and services to consumers 
at suitable prices. Simply said, it enables consumer products 
companies to increase consumer satisfaction through quality 
product and service offerings, while increasing their 
profitability and volume growth. 





For more information on how mySAP CRM can help you 
e-mail info.india@sap.com or call 1600 445959. 





THE BEST-RUN BUSINESSES RUN SAP 






, CEO of the $7.24- 


billion ST Microelectronics, one of the 
world’s largest semiconductor firms, 
speaks to BW’s P. Hari about his com- 
pany and the semiconductor industry. 


™ You invested in India before most 
other semiconductor companies. Why? 
There are two major reasons why we 


are here. The first reason is to use the | 


talent here. But I think India is going to 
be a major market for our products. 
Look at what is happening in China. It 
started with manufacturing; India start- 


ed with software. But there is no reason | 


why India should not open up and 
become a major centre for manufactur- 
ing. There is no reason to import those 


goods when they can be built competi- | 


tively here. | am convinced that there 
will be a strong expansion of the manu- 
facturing electronics industry in India. 
Companies like ours will be establish- 
ing our presence to serve those mar- 
kets. So we are here because there is tal- 





ent, and because there is market pote- 
ntial. Today the semiconductor market 
in India is small. But I repeat there is no 
reason why it should remain so. 


E What is the impact of the Indian oper- 
ation on ST Micro worldwide? 

It's difficult to make a precise quantifi- 
cation. We network our centres all over 
the globe. For example, in consumer 
digital, there is a lot of software being 
developed here. We have about 250 
software engineers working on consu- 
mer digital. We are the world leaders in 


consumer digital: in set-top boxes, | 


DVDs, high-definition TV. A large por- 
tion of the software that is necessary for 
these products in done in Noida. But 
this is the software aspect of the com- 
ponent. The physical design of the ICs 
(integrated circuits) is done in a small 
way in Noida, but the major portion is 
done in France and in other centres. We 
also have the IT group in Noida. You 
have the manager for the world sitting 





in Noida. They are developing not a 
piece of the application but the entire 
application, of which they become the 
owner, and they have the responsibility 
to deploy this all over the world in our 
company. So the contribution is ext- 
remely important, but it is seen as part 
of our organisational network. I believe 
the world is going to be more and more 
in this networked form. You perform 
activities all over the world depending 
on the expertise, and then they are inte- 
grated to perform a given task or deve- 
lop a set of products for the company. 


E So what expertise do you find here 
that you don’t find in other places? 
India’s education is good, particularly in 
mathematics, physics, informatics and 
engineering. I won't say that it is not the 
case in our part of the world, but here 
we find large availability. The same 
engineer you get in the US at five times 
the salary. When you put the worksta- 
tion and other things, it goes down to 


“There is no reason 








three times. The education 
and the cost are a conve- 
nient set of parameters. We 
have 44,000 people, out of 
which 20,000 are in our his- 
torical home, France and 
Italy. About a half of that 
44,000 are in Asia. My funda- 
mental philosophy is that 
human beings are equally 
intelligent in any part of the 
world. It is a question of 
education and organisation. 
Here the education is good. 
And if the companies organ- 
ise well, you can have the 
Same competence. And 
then you have the cost 
advantage too. 


© What is your plan for the 
India development centre? 
We intend to grow. The rea- 
son we have got the new 
Campus is we want unlimit- 
ed expansion capability. The 
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current Campus is saturated. In the new | 


campus we can have up to 10,000 peo- 
ple. Reasonably speaking, we should be 
able to double in the next three years. 


E How do you see the semiconductor 
industry evolving in the next few years? 
We will have higher density, bigger con- 
centration of components, capability 
of computing and communications on 
the same chip, and so on. Convergence 
is going to drive our industry. Until 
recently the system-on-chip was the 
driving force. The key factor here was 
our ability to put on the same chip dif- 
ferent IPs relative to the same applica- 
tion. But now technology is allowing us 
to put on the chip different IPs relative 
to different applications. Therefore, we 
see convergence in the chip. And to 


master convergence you need to mas- | 


ter five areas: multimedia, communica- 
tions, wireless communications, secu- 
rity and storage. 

The other important thing is the 
parallel development of the system in 
the chip and the system in the package, 
the system in the chip and the system 
above the chip. More and more custo- 
mers want entire solutions from the 
semiconductor maker. The customer 
keeps moving to a higher level of inte- 


gration and leaves to us the work like | 








“kz fas India) is we want 
| expansion capability. 





middleware, software and so on. So we 


have to develop our knowledge not 
only on system-on-chip, but on system 
| that is coherent within the company. 
age. In other words, the value added is | 


above the chip and system in the pack- 


moving up. The company that is mak- 
ing electronics appliances is moving up 


in the value; we move up the value on 


their request. This is a big change. 


E What do these changes mean to you? 

They mean we need to have control 
over software. Package is very impor- 
tant. When technology moves forward, 
you bring into the same package sever- 


al chips. Then you bring them on to the | 


single chip. But it is all evolutionary. 


There is no discontinuity. There will be | 


a certain point of time when there will 
be discontinuities, when silicon will 
reach its limit. But before we reach the 
physical limit we will reach the eco- 
nomical limit. 


E So what are the big challenges now? 

Now you need to do everything fast. 
This is a change in R&D, manufactur- 
ing, a change in the philosophy of the 
organisation. The window of opportu- 
nity is becoming smaller and smaller. 
Major products can be big winners only 


_ if you enter the window of opportunity. 


If you dont, you have wasted what you 
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SEMICONDUCTORS 


have done. And to cope with 
this the organisation must 
adjust. You need to cen- 
tralise your decision-mak- 
ing, organise your company 
in such a way that each unit, 
ideally each individual, 
behaves like a microcorpo- 
ration. This ideal form is 
simple to say but not easy to 
do. It requires a new educa- 
tion and a new willingness 
to delegate so that more and 
more people can react. On 
the other hand, you must 
have a glue that keeps 
together the microcorpora- 
tions. There are three major 
elements of this glue. One is 
a set of common objectives 
that are deployed down 
from the macrocorporation 
to each individual microcor- 
poration so that each indi- 
vidual achieves his objec- 
tives, and they are perfectly 
in tune with the corporate objectives. 
Second is an information system, a 
measurement and rewarding system, 


Third is the corporate culture, the 
shared values, something that people 
recognise as part of the small unit and 
part of the entire corporation. 


| E What innovations from ST will we see 
in the future? 


We cannot live only in the present. For 
many years we have been spending 
0.5% of our sales on areas of the future. 
This year it came to $35 million. This is 
our R&D budget to work on things that 
may never happen. For example, we 
started working on MEMS (micro-elec- 
tro-mechanical systems) 15 years ago. 
MEMS is now becoming a business. We 
will have the first sales this year and the 
next year there will be volumes. When 
we started we didn’t know whether 
there was a future in MEMS. Similarly 


| we are working on nanotechnologies, 


in biotechnologies, in many technolo- 
gies that promise to revolutionise life. 
We are working on fuel cells. We are 
working on photovoltaic cells using 
plastic. We are working on biochips. We 
are working on light-emitting silicon 
directly. Research is broad. We cannot 
restrict our work. a 
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It's as simple as abc. 
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difficult times 


ETER Drucker is the most-read | 
author on modern management | 


theory. Drucker, an ageing Califor- | 


nia-based immigrant, is regarded | 
as a philosopher with depth, sim- | 
plicity and an uncanny ability to anticipate fu- | 
ture. Peter Senge, a professor at MIT, is ac- | 
claimed as a thinker with high impact. His | 





seminal work, The Fifth Discipline, brought | 


into focus the importance of systems theory to 


modern-day managers. I remain in awe of both | 


men as much as I am surprised how few Indi- 
ans are aware of both the Peters. 


Some time back, I came across a video con- 


versation between Peter Drucker and Peter 
Senge. The two Peters talked about managing 
in difficult times. In this instalment of Arbor 
Mentis, I am going to talk about four important 
lines of thought that touched me. Drucker, who 
talked in most part, highlighted the concepts of 
planned abandonment, need to focus on op- 
portunities, preserving values and learning 
from non-profit organisations. The concept of 
planned abandonment deals with ‘letting go. It 


is a difficult thing for many designers and archi- | 
tects of products, services, or even business | 


models. According to him, you have to move on 


when things look 80% complete. Similarly, you | 
need to destroy your own creation when every- | 


thing is looking just perfect. Creative people 


and technologists become so attached to their | 
creation that it becomes their life. In time, it be- | 


comes a deadly embrace. 

The next concept is about focussing on the 
opportunity, not on the problem. An example 
Drucker gives is how a mediocre orchestra like 


the Chicago Philharmonic became world class | 


in the hands of a new conductor. Drucker went 


to check the man out. When asked how he | 


managed to uplift the standard, he said that the 
gap between the excellent people in any organ- 


isation, and those who are average is always | 
constant. So the trick is to raise the level of the | 


top performers, and, automatically, the overall 





performance level moves up. Peter Senge gives | 
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his own example of how every teacher has a 
problem student who is disinterested in the 
class. The teacher often makes it his or her per- 
sonal challenge to reform this one student. In- 
ordinate amount of finite energy is focussed on 
the problem student at the cost of the more at- 
tentive ones. The trickis to recognise where the 
natural flow of energy is, and go with it. 

Next, Drucker talks about values. But first 
we must understand that most of the time, we 
are really dealing with the challenges of growth. 
However, growth of any kind is inherently de- 
structive. It happens because of the tension be- 
tween centripetal forces of continuity and cen- 
trifugal forces of change. The secret, according 
to Drucker, is in emulating nature. Nature 
found out early on that the way to create vast 
amounts of change is to find out a core of con- 
stant values, and keep spinning around it. For 
example, nature created animals on the princi- 
ple of polar symmetry. Physically, we are all 
symmetric at the poles. Once nature found out 
about the power of polar symmetry, it kept that 
as a constant value and created a two-legged 
animal, a four-legged animal and even a cen- 
tipede around it. The number of times a heart 
beats in a human being and a salamander is 
constant. Keeping that value as constant, na- 
ture has been able to create endless variations 
of life forms around it. In an organisation's con- 
text, the polar symmetry or the heartbeat is the 
value system. Once we get that right, it is possi- 
ble to grow without getting destroyed. 

Finally, Drucker talks about learning from 
non-profit organisations. It is about volun- 
teerism. The industrial and post-industrial 
workplaces use a number of monetary instru- 
ments to motivate employees. Stock options 
and bonuses work only in good times; they 
backfire in bad. The key is to learn from volun- 
tary organisations, where people give their best 
even without any of these. Drucker is con- 
vinced that ‘for profit’ organisations have more 
to learn from ‘not for profit’ organisations than 
the other way round. gz: 
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Goal setting & tracking xw 


with role-appropriate visibility 
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educe operating costs significantly 
by automating workflow processes 
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The DNA of adrenalin’ software 
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The language of leaders. adrenalin 


Across industry sectors, adrenalin™ has 
already played a critical role in helping 
companies gain a competitive edge. 


"With adrenalin™ we are able to provide an 
environment to our people in which they can 
perform many transactions and access information 
easily, This e-enabled environment allows us to 


increase people productivity significantly" 


PRABHU NAMBIAPPAN 
Vice President - Human Resources 
Royal Sundaram 


"In my company, 
we think adrenalin™ contributes 


to EOP - Employee Out Performance" 


C.VENKAT 
Chief Executive Officer 
Symrise India Ltd. 


"Adrenalin™ promises to provide Dr. Reddy's 
efficient employee self-services. It leverages 
our existing investments in Lotus Notes and 

integrates well with our ERP" 


SACHDEV RAMAKRISHNA 
Chief Information Officer 
Dr. Reddy's Laboratories 





"Adrenalin™ helps us manage the complexities 
of resource planning which arise as our 
client base grows across geographies" 


JOHANN J WOLFER 
Chief Executive Officer 
InDeed Management Consultancy 





Practical case studies have shown 
that adrenalin” can reduce’ 

e Cycle time on various processes by 90% 
* HR administrative tasks by 80% 

e Communication costs by 50% 

* Total employee costs by 20% 





"It transforms! 


strategic human resource management 
software 


wer more information or a demo: Call Delhi - Pankaj Chopra +91.98992.40001; Mumbai - Sanjay Kamath +91.98193.60065; Chennai - Satish Gaekwad +91!.98840.68315 


* , : $ : I 
Not included in standard suite. Can be integrated seamlessly on client request. ~All quantified values are based on a case study available upon request 
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In vitro studies on animals 
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Submission of data to DCGI ** for Phase | clinical trials 


** Drug Controller General of India 











— 






Biochemical 
knowledge 
















Fuzzy logic keeps Indian CROs away 
from animal studies. But that may 


change yet.By Gina S. 


OR two years now, the Rs 1,100- 
crore Nicholas Piramal India 
(NPIL) has been beseeching 
the Committee for the Purpose 
of Control and Supervision of 
Experiments on Animals 
(CPCSEA) for permission to set up an 


animal house and import beagles for | 


product research. But in vain. The dogs 
and the animal house are critical for 
NPILasit can't move to the next phase of 
clinical research — Phase I trials on hu- 
mans — without them. An exasperated 
Swati Piramal, chief scientific officer of 
NPIL, now wants to take the trials to the 
UK or US. “How long can we wait? In re- 
search, delays are costly. And even if the 
cost is 50% more in the US or Europe, I 
have to go abroad,” says Piramal. It’s an 
oft-repeated story in the Indian phar- 
maceutical industry. 





Krishnan 


Animal experiments, so crucial in 
pharma research, stir controversies the 
world over. Scientists and animal wel- 
fare activists are pitted against each 
other in almost every nation. To address 
the debate, the CPCSEA was formed in 
1998 under the ministry of environment 
and forests with the mandate that all an- 


imal houses would be registered with | 


the CPCSEA. Animal houses also have to 


have institutional animal ethics com- | 


mittees (IAECs) with representatives 
from CPCSEA, who are vested with veto 
power. According to the pharma indus- 
try, this is where the crunch is. 

The CPCSEA has 615 animal houses 
registered with it, including those run by 
pharma companies, research hospitals, 
laboratories and colleges. But not much 


high-level animal research has gone | 
ahead at these houses. At the root of this | 
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is the industry's contention that the 
CPCSEA stalls the process. The CPCSEA 
central committee, which has to allow 
imports of animals like dogs and mon- 
keys, doesn't often grant permissions, 
or, at best, responds after long. Those in 
the industry also allege that being ani- 
mal activists, CPCSEA members on the 
ethics committees rarely understand 
the intricacies of research. 

The CPCSEA contends that not 
much original research takes place in 
India and animal imports shouldn't be 
encouraged for clinical trials of overseas 
pharma companies. Even now, the 
CPCSEA website speaks out against 
contract research on animals. 

This contradicts economic wisdom. 
Like in IT, India boasts of a large cohort 
of talent in biomedical research and 
offers an attractive cost proposition too. 
Ninety-day trials on dogs cost about 
$100,000 in India (in 2000); they cost 
three to four times the amount in the 
West. For the Indian clinical research 
organisations (CROs), at stake is a slice 
of the $6-billion global CRO market. 


The Cheese Moves 


India’s loss has been others’ gain. “If per- 
mission isn't granted in India, compa- 
nies move to countries like Nepal,” says 
Ranjan Banerjee, director (toxicology) at 
Jai Research Foundation (JRF), an 
Ahmedabad-based pre-clinical CRO. 
Nitya Anand, former director, Central 
Drug Research Institute of India (CDRI) 
says it’s not as if our concern for animals 
is higher then anywhere else in the 
world. “We have to take a balanced view 
on pre-clinical studies,” says Anand. 

S.C. Adlakha, an advisor to CPCSEA 
who is working on harmonising the In- 
dian regulations with international 
standards, explains the organisation’s 
approach: “Would any of us go through 
a surgical procedure if the skill of the 
doctor were questionable...? A fine bal- 
ance has to be maintained between ani- 
mal welfare and research — one cannot 
be at the cost of the other.” 

Some Indian firms claim to have 


No. 


= 
& 


Sri 


SE, Hes 


z 
`: 





depth SOSS 


DILEEP PRAKASH 


CLINICAL RESEARCH 








struck the balance but at a cost. It isn't 
easy breaking into the pharma research 
market. It took JRE whose facility is cer- 
tified for good laboratory practices, 25 


years to get pharma projects. But thein- | 


ability to offer full clinical studies blunts 


the edge. “It makes sense if complete | 


clinical studies are done at one place,” 
says N.P. Agnihotri, director, JRE “We 
have lost out on the opportunity be- 
cause we have not been able to get per- 
mission for importing monkeys, etc.” 


Most of the pre-clinical studies done | 


by private CROs like Rallis Research 
Centre in Bangalore, JRF in Ahmed- 
abad, Intoxin Pune, and Sipra Laborato- 
ries in Hyderabad have been on rats, 
mice, rabbits, hamsters and, rarely, on 
‘higher animals’ — dogs and primates. 


They too are finding it tough to offer in- | 
tegrated services. As a research scientist | 
at one laboratory puts it: “Studies in | 
| to help. The Indian Council for 
| Medical Research (ICMR), the 
| country’s apex biomedical re- 


higher animals are allowed officially, but 
permission is never granted.” 
Even after the initial permissions, 


clinical research takes a complicated | 
route (See ‘Stages of Animal Studies’). A | 
molecule has to prove its efficacy at | 
every stage. Details and observations | 


are noted in a pre-clinical dossier. 
First, a number of molecules are 
screened and a lead molecule is identi- 





NITYA ANAND, 
Former director, CDRI 


Let us not have 
regulations that 
strangulate research. 
Animal research has 
to go hand in hand 
with progress”? 








fied for a particular indication, say, dia- 
betes. Then numerous experiments are 
conducted in the laboratory to verify the 
molecule’s potential. In the laboratory 
itself, tests are conducted on isolated or- 
gans, and cell lines of bacteria and hu- 
mans. After the in vitro (literally, in glass, 
meaning in the laboratory) tests are over 
successfully, the [AEC grants permis- 
sion to test it on animals. At the first 
level, rats or mice are used for toxicology 
tests. After this, the product 
moves to other animals — rab- 
bits, guinea pigs, hamsters, 
etc. The most important stage 
is when the molecule is given 
to dogs and primates. At this 
stage, ‘animal modelling’ 
is carried out to ensure that 
the animal fits the disease pro- 
file being researched. 

The government is trying 


search organisation, is setting 
up two large facilities. The first 
is an animal breeding facility 
in Mumbai with technical and financial 


assistance from the National Institute of | 
| industry, but now the government has 
| to go ahead and amend the law under 
| which the CPCSEA was set up. 


Health, US; the second, at Hyderabad, 
will work as a CRO and undertake con- 
tract research from pharma 
and biotech firms. These labs 
will stock transgenic and 
knock-out (in which parts of 


to induce a disease profile) 
models of animals. 


Across The Lines 


The government wants to pre- 
sent India as a favoured desti- 
nation for large-scale clinical 


deals with permissions related 
to human clinical trials, to fa- 


cilitate more research. But the prospects | 


don't seem too clear from the pre-clini- 


cal CROs’ standpoint. N.K. Ganguly, di- 
rector general of ICMR, agrees: “Many | 


more changes are needed to encourage 
research, and the CPCSEA and the in- 
dustry have to work together.” 

Anand, who also chairs the Ranbaxy 
Science Foundation, invited the war- 
ring sides to a roundtable in January. 


BUSINESSWORLD 58 8 MARCH 2004 


genes have been knocked out | 
_ sponsible. “Why can't pharma compa- 
| nies pay for their (the animals’) upkeep 





trials. For this, it is modifying | 
Schedule Y of the Drugs and | 
Cosmetics Act, 1938, which | 








“Why can’t pharma 
companies pay for 
their (the animals’) 
upkeep after they 
are through with the 
experiments?”’ 


MANEKA GANDHI, 
Former minister for animal welfare 





The CPCSEA is reported to have agreed 
to some of the changes suggested by the 


Maneka Gandhi, former Union min- 
ister for animal welfare, says she is not 
against experimentation on animals, 
but wants companies to be socially re- 


after they are through with the experi- 


` ments?” she asks. Hanuman Vatika, a 


shelter for monkeys retired from clinical 
trials, runs on the munificence of Data 
Access, a telecommunication company 
with no connection to such trials. 
Gandhi's argument is that pharma com- 
panies should foot such bills. 

“We are asking for four things from 
laboratories that want to have animal 
houses. They should be registered and 
certified by the CPCSEA; they should 
look after the animals; the laboratories 
should have trained manpower; and we 
want a review of the drug pharma- 


| copeia,” she says. Sounds reasonable. 


But overzealous activists often trip up 
even those who have been toeing the 
line. As often, better sense lies some- 
where near the middle. wh 
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Hi-performance speakers? For your home theatre or PC? 
Find out all the available choices in the market. 
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SHISHIR PRASAD 


VERY year IBS,a magazine tar- 
getted at the banking software 
market, releases a list of top- 
selling banking software in the 
world. Last year i-flex Solu- 
tions topped it and became 
the first Indian company to do so. Ina 





week’s time, when JBS releases the list | 


for this year, i-flex will probably top 
the list again. One would think of 
i-flex’s season of happiness to be a 
never-ending spring. The reality is a lit- 
tle less vernal. 

i-flex’s sales have increased but pro- 
duct sales have lost their drive (See “Pro- 
duct sales are losing momentum...”). Its 
gross margins are down as are profits af- 
ter taxes. And the stock price is down 
22% from its January high. Some 
part of the stock price correc- 
tion is due to mundane tax 
reasons and not central to 


i-flex’s Ravishankar 
says SAP will be a 
definite threat in a few 
years’ time 


HEMANT MISHRA 











































its business. i-flex was hit by an increa- 
sed tax charge. Its new facility in Banga- 
lore will be operational later this month, 
and will reduce the effective tax rate par- 
tially in the last quarter of this year and 
the next. Then there was the Rs 4-crore 
lawsuit settlement with Saraswat Bank. 

But some factors are purely business 
and have the analysts worried. “In the 
short term the worries are the delayed 
roll-out at the HypoVereinsBank (HVB) 
in Germany. In the long term it is the in- 
crease in competition and also its size: it 
is now reasonably big, so growth will be 
harder to come by. Its stock price is high 
enough to factor in... (a few) quarters of 
growth,” says an analyst with a US- 
based brokerage firm. 

Deepak Ghaisas, chief financial offi- 
cer, i-flex, feels the analysts are unduly 


worried. “We are not a company that | 
can be looked at on a quarterly basis | 
the way one does with service | 


companies. The problem ana- 
lysts have is they are unable to 
predict our revenues. Under US 
GAAP revenue recognition 
norms are stringent, therefore 
our revenues are bound to be 
lumpy.” A couple of strong reasons 
for the markets’ worry are one, arise 
in global competition in i-flex’s 
market and two, its limited 
progress in the US. 
The increased 
competition is from 
an old foe, Temenos, 
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the kids are 800-pound gorrillas of the 


| software market: the $9-billion SAP and 


the $11-billion Computer Sciences Cor- 


| poration (CSC). SAP and CSC are long- 





term threats; Temenos is what is causing 
the damage currently. Its sales have in- 
creased 7% over the last year and mar- 


| gins 30%. “Temenos is in a catch-up 





and two new kids on | 
the block. Only, both | 


mode especially after it changed the 
product architecture,” says Martin Why- 
brow, banking software analyst and edi- 
tor, IBS Publishing. It was Temenos’ 
flagship product Globus that i-flex’s 
Flexcube had dethroned, and no doubt 
that must have hurt. 

Temenos’ new product T-24 is a re- 
furbished Globus. It does away with the 
archaic end-of-day processing and now 
comes with non-stop processing. Why 
is this important? Many banking sys- 
tems have to shut down for 3-4 hours for 
end-of-day processing, and 6-7 hours 
for month-end processing. Non-stop 
processing banking software then is al- 
most a necessity. While Flexcube has al- 
ways had this feature, there is now 
parity on this front. The other 
thing that T-24 has done 

is increase the amo- 
unt of transactions it 
can carry out every 
second to more than 
1,000. R. Ravishankar, 
CEO (international op- 
erations), i-flex, is not 
impressed. “Old 
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wine in a new bottle,” he sniffs. 
“i-flex is four times faster at 4,500.” So 
there isn't any reason for worry? Perhaps 
not. Most of such high-speed capability 
is needed in developed markets like Eu- 
rope or the US. There the banks are still 
slow to change their core systems. “Eu- 
ropean banks are still happy to live with 
their legacy systems because there is lit- 
tle need for them to justify large-scale 
systems that will just speed up transac- 
tions. In those markets customer rela- 
tionships are quite well-formed, and 
people rarely switch simply because a 
bank can do transactions faster,” says 
the head of banking unit at a rival firm. 
This leaves markets like China, East- 
ern Europe, the CIS or Latin America. 
And here Temenos has won some pretty 
large deals. It won a $50-million con- 
tract in Mexico with Ban Sesi, and two 
deals in China with Bank of Shanghai 
and Industrial and Commercial Bank of 
China. “This year Temenos’ deal-size is 
probably bigger than i-flex’s, though i- 
flex would score on volumes,” says Why- 
brow. According to Whybrow, Mexico, 
Russia and China are among the fastest 
growing and next largest markets out- 


side the developed world. 

The other two competitors, SAP with 
its product Corebanking, and CSC with 
the K3000 suite, have just started focus- 
sing on the market. SAP is the one to 
watch out for. “It will probably take 
them (SAP) a few years, but they defi- 
nitely are a threat,” says Ravishankar. 
SAP survived sharp Internet-era chal- 
lengers like Ariba, Commerce One, i2 
and Tibco. It bested most of them by 
pushing them into niches. “SAP is going 
about it (tapping the banking software 
market)... thoroughly. They have started 
with a couple of good wins in Germany 
with Deutsche Post Bank and UBS,” says 
Whybrow. Meanwhile, i-flex has faced a 
reversal in that nation in its deal with 
HVB. The order was expected to be large 
at $30 million-40 million. Since then, 
the top management has been reshuf- 
fled and now different regions of the 
bank will decide independently which 
software to buy. “I think that deal has 
fallen by the wayside,” says Whybrow. A 
pity; that would have boosted i-flex’s 
revenues. “There will be a delay in HVB 
implementation but we are confident of 
growing that deal,” says Ravishankar. 


Global competitors are fighting back. 
The US roll-out is less impressive than 
expected. i-flex will need to fight harder 





the cube 
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In this context, the US assumes a lot 
of significance. It is a difficult market for 
all non-US players. It has been no differ- 
ent for i-flex. But strangely, it is here that 
i-flex’s smart thinking is visible. To gain a 
foothold in the consumer lending mar- 
ket it acquired a firm Super Solutions. 
“We already have 24 customers as a re- 
sult of this acquisition,” says Ravishan- 
kar. While the business from these may 
be small, it does give i-flex an entry into 
speciality retail finance companies, The 
accent then is again on small, quick 
wins in large numbers to make up for 
the lack of any big contracts. The other 
thing that i-flex has done is sign an al- 
liance with IBM. “When IBM pitches for 
any contract where a Unix platform is 
required, it will propose Flexcube,” says 
Ravishankar. This alliance has potential 
since IBM is trying to push its database 
DB2 into many US banks, most of which 
are still using outdated databases, With 
Flexcube now capable of integrating 
with DB2, i-flexcan crack the US market 
faster. Though one must remember that 
IBM has many such alliances — the Ban 
Sesi deal that Temenos won was under a 
consortium led by IBM. 

So where does i-flex go from here? It 
needs a large, showcase deal in Europe, 
either Germany or the Netherlands, 
that’s for sure. And it definitely needs a 
modest win in the US in the coming 
year. i-flex is pushing hard in the US — 
in the last quarter its selling expenses 
rose to 30% of sales from 21% in the pre- 
vious quarter. Great product companies 
like Oracle, SAP Adobe and Microsoft 
not only engineer good products, but 
also do a great job of marketing them in 
the toughest of markets. i-flex will have 
to do exactly that. © 
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The Reliance Gtran card 
costs Rs 15,000 and 
gives you Net connect- 
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GSM 
players _ 
like Hutch 
and Airtel 
must start 
offering 
mobile 
data apps 
soon, else 
Reliance 
may 
become a 
monopoly 
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the computer 


LECTRICIAN. Plumber. Fruit ven- 
dor. Auto-rickshaw driver. A eu- 
nuch demanding money because 





you've moved into a new house. | 
Jaichand, the paanwala. What on | 


earth do they have in common? Well, they all 


carry visiting cards these days, and all of those | 


cards have a mobile number. 

For India, this is the ‘decade of mobility’. 
There are more mobiles than fixed-lines in 
Delhi, and that situation could be reflected in 
the whole country this year. Yet in this age, 
where our mobiles are purely digital and carry 
voice encoded as a data stream, something ba- 
sic nearly passed us by. And that's mobile data. 

Using the phone for data applications is 
natural, because GSM is intrinsically digital. Yet 
cellular operators refused to offer data services, 
or discouraged us from using them through 
impossible pricing. Data is niche and elitist, 
they said — look at the small number of laptop 
users in India. That despite the fact that the 
older GSM mobile did give a clean, very usable 





9.6 kbps, great for light browsing, and the newer | 
' clipped on to accept credit cards on the go (and 


GPRS phones are much faster. 
When the cellular operators weren't looking 


because they had their heads buried in the | 
sand for eight years, the CDMA guys came and | 


changed the rules. Especially Reliance, helped 
by its immense reach. 

As aresult, people can connect to the Inter- 
net instantly, anywhere, at any time. At home or 
in a car, or at the airport. All you need isa COMA 
phone and a cable, and you can browse the Net 
at 40 paise a minute. In fact, I have been doing 
this even without a phone — I used a Rs 15,000 
Reliance Gtran card, which plugs into the note- 
book’s PCMCIA slot and gives 100 kbps. You pay 
Rs 500 a month and no extra connect charges 
(there are two other tariff schemes), and you get 
up to 100 MB of data. Apart from a flimsy an- 
tenna with no warranty and some glitchy soft- 


ware, it offers great connectivity. 
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cording to Dataquest, among 10 million PC 
users, there are just 200,000 of them. (It also 
says that those numbers will rise in 2004-05, be- 
cause of sharply dropping prices, new models 
in the Rs 40,000-70,000 price range, and im- 
proving Wi-Fi and CDMA connectivity.) 

But end-user ownership is not the only way 
to cut the pie. The telecom folks in India know 
that well: this is the country where technocrat 
Sam Pitroda ignored conventional measures of 
phone penetration by saying, “Forget owner- 
ship, give access instead.” His community ac- 
cess model translated into over 600,000 PCOs 
all over India. It proved that telecom was a basic 
necessity and that even ‘poor villagers’ would 
spend their money on long-distance calls. 

So how can the common man use mobile 
data applications in India? 

ICICI Bank has an ATM in a van. The State 
Bank of India has an ATM on a boat in Cochin. 
Playwin lottery operators are switching from 
VSAT terminals to a solution using Reliance 
phones. A taxi service in Kolkata is going to use 
point-of-sale (PoS) terminals with such phones 


they can also use the phone itself). 

Its not just about mobility, but also about 
reach. PoS terminals attached to CDMA 
phones will let shops in several towns accept 
credit cards. Authentication takes 10 seconds, 
and costs 40 paise; earlier, they had to make a 
long-distance call to the nearest dial-in hub for 
their bank, where the regular phone line-based 
PoS terminals for credit cards took up to a 
minute for a transaction that cost a rupee even 
for a local call. 

Data applications are not limited to note- 
book users. Reliance has figured that out, and 
will rule the market. Other CDMA players like 
Tata will also jump in. GSM players, especially 
the big ones like Airtel and Hutch, are the only 
ones who can compete on the reach front. A 


_ ‘private’ monopoly can be worse than a govern- 
Let's go with conventional wisdom for a bit: | 
there are too few notebook users in India. Ac- | 


ment-mandated one. For that reason alone I 
hope they get their heads out ofthe sand. E 
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Chemtech Foundation is the pioneer in the Industrial Trade Show & Expositions business since 
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imperative for the candidate to have a demonstrated excellence in the area of client relationship 
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The high road... 
and the low 


J O understand what has Last week our special survey on workers spoke of 
happened to Indias the two faces of Indian labour. Dileep Prakash 


workingclassoverthe and Sanjit Kundu bring the story alive in images 
last decade, you can start 











1 by looking anywhere — ina 
high-tech call centre in Gur- 
1 gaon. Orin a corrugated box 
| factory in Bhiwadi. But you 
| wouldn't get the full picture 
| with either. 
No single person can be said 
to truly ‘represent’ India's 336- 
million-strong workforce. The 
next few pages offer a glimpse 
of two blue-collared workers. 
Their experiences mirror 
those of millions of workers 
across India — of those who 
have jobs that allow them to rise 
into the middle-class. And of 
those who have no such 
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opportunity whatsoever. 
Last week, we talked about 
+ how 27-year-old Dinesh Dhi- 
man and 32-year-old Poonab- 
hai Patel have walked different 
paths even though they started 
on the same footing (they have 


F. 


similar qualifications). 
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The Dhiman series: DILEEP PRAKASH & The Patel series: SANJIT KUNDU 


Their lives in pictures. 
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A After graduating from the Industrial 
Training Institute (ITI), Billimora, 
Poonabhai Patel got a job filling toothpaste 
for a factory that manufactures for 
Hindustan Lever. Today he earns Rs 3,200 
and lives in a 225-sq. ft home in Silvassa, 
Daman. A colour TV like the one Dinesh 
Dhiman has is quite some way off. The 
Patels have a radio and the neighbour's 
child for company 


4 A graduate of ITI, 
Saharanpur, Dinesh 
Dhiman (L) is a welder 
at Hero Honda's factory 
in Gurgaon. He earns 
Rs 10,000 per month 
plus incentives (worth 
Rs 12,000-14,000). He 
owns a 850-sq. ft home 
— the rent could pay 
Poonabhai Patel’s entire 
monthly salary 
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Bart 
down the 
+) fast | lane 


l(a). Behind every success- 
ful spendthrift... Dhiman 
and wife Lovely often go to 
the pictures. At Rs 100-plus 
a ticket at DT Cinemas, 
their evening spend is one- 
seventh the rent Patel pays 
for his home 


2(a). Sacred space. The 
multipurpose backyard at 
Dhimans home isn't too 
different from Patel’s. Only, 
Patel shares his backyard 
with many others from the 
same colony 


3(a). Praying to the mall 
gods. Patel can merely 
aspire to be part of the new 
breed of Indian yuppies. 
For Dhiman, malls are no 
longer an aspiration, just 

a convenience 
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PHOTO FEATURE 


The Cays 
are l 
endles: 


l (b). Life’s no gamble. For 
Dhiman, a lunch break 





























means strictly lunch. | ul 3 
For Patel, lunch breaks ‘ie 
mean playing cards with a 
friends. Who gets the ane 
spades and who the dia al 
monds? ES 

= 
2(b). Dignity of labour. “a 
Patel washes clothes in 2 
his backyard. Dhiman, seal 
who now leads a middle- Yag 
class existence, can get a “KA 
washing machine on easy a. 


loan terms 


3(b). The god of small Bred 
things. Patel and his wife eet 
at the regular market. Clo- ie 
thes, groceries, everything 

is available here. Like the 

Dhimans, even the Patels 

want convenience 
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BROWSING 


Swati Piramal 
Director, Nicholas Piramal 
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IREAD a wide range of books — from 
science and research to manage- 
ment, literature and food. I am cur- 
rently reading THE POWER OF | 
METAPHOR by Michael Berman 
and David Brown, FOODS THAT 
FIGHT PAIN by Neil Barnard and 
Tolstoy's ANNA KARENINA. Food is a 
subject that interests me because I 
write on diet and nutrition, and x 
Barnard’s book has some interesting | 
suggestions. The Power of Metaphor 
is about Neuro Linguistics Program- 
ming, a method of communication 
linked to the brain and speech cen- 
tres. I would strongly recommend 
Genome by Max Ridley and The 
Biotech Century by Jeremy Rifkin. E 


ALERT 

MS: A Life in Music 
by T.J.S. George 
(HarperCollins Publishers India) 


- DADS NT  — 








PLOUGH through a tan- 
gential and rather 
naive discourse on mu- 
sic, and bear with the 
author’s tendency to 
ramble. Here is a com- 
plete account of the 
making of M.S. Subbu- 


I 
| 
lakshmi, the iconic Carnatic 
I 
| 
| 





singer who infused her music with 
the power of bhakti (devotion) 
and took it to a global audience. 
Here is the flesh-and-blood 
woman behind the spiritual image 
of MS, an engrossing account of 
how the formidable Sadasivam, 
her orthodox Brahmin husband, 
turned the devdas/s daughter 
into a Sanskritised ideal, but with 
professional success as the pri- 
mary goal. 
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AN a brilliant entrepreneur 
be his companys worst 


Ellison, it is possible. Ellison 
created Oracle, the world’s 
second-largest software 
company, and how he runs it is the sub- 
ject of Karen Southwick’s Everyone Else 
Must Fail. The title itself is a favourite 





Ellison quote, although it originated | 
| traces the Ellison journey from the 
| streets of Chicago to being one of the 


some centuries ago with Genghis Khan. 
The author clearly believes there is a 
similarity between the extraordinary 
Mongol chieftain who conquered large 
tracts of the world in the 12th century, 


and Ellison, whose company has the | 
| Chicago, Ellison's is a chequered history. 


database technology critical for keep- 


ing information flows working at thou- | 


sands of organisations. 
Ellison founded Oracle 
about 25 years back, and 
started promising the 
world futuristic concepts 
like interactive TV and net- 
work computers. All typi- 
cal of the entrepreneur 
who says: “I like people 
who do things before they 
become popular or fash- 
ionable. I find that kind of 
integrity inspirational.” 
Readers though will find little 
else that is inspiring in this tale of relent- 
less corporate ruthlessness. Profession- 
als who salvage the company are 
dropped like hot potatoes — the thrice- 
divorced Ellison sacks top employees in 


words he knows best: ‘our marriage has | 


enemy? If you are Larry | 





Everyone Else 
Must Fail 





Ko 


ee O 


Darth Vader 


| though fora few heady weeks in 2000 his 





24% in Oracle was valued higher than 
Gates's share of Microsoft. Thus, Oracle, 
now a $9.5-billion company, is also a ve- 
hicle for financing the maverick Ellison's 
flamboyant indulgences — a $38-mil- 
lion Gulf Stream jet, a $200-million 
Japanese imperial-style village in Silicon 


| Valley and $85 million for the America’s 


Cup yacht racing challenge. 
Southwick, a veteran observer of Sil- 
icon Valley and author of several books, 


wealthiest men in the world. Born to an 
unwed mother (he didn’t know who his 
mom was until he became an adult) in 
New York and raised by relatives in 


Good at maths, young Ellison's real 
interest was in biology, 


EVERYONE ELSE 
MUST FAIL 

The Unvarnished 
Truth About Oracle 
and Larry Ellison 


By Karen Southwick 
Random House 
Business Books 
Pages: 300 

pecial prici 


ren Southwick 


which explains why he 


| has poured millions of dollars into an Is- 





gone sour’ — along with dalliances with ` 


secretaries and hostile takeover bids. 
Looming over this is the personality of 
Ellison who hires detectives to sift 
through competitors’ trashcans and 
can't restrain from trashing rivals from 
Bill Gates to Tom Siebel in public, that 
too at prestigious global conferences. 
Ellison is a man driven by two over- 


whelming urges: to be the best in his | 


field and also the wealthiest man in the 
world. But in both cases he has been 
worsted by his hated rival Bill Gates, al- 
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| raeli biotech company focussed on 


anti-ageing research. He, however, 
ended up doing physics at the Univer- 
sity of Illinois but dropped out of college 
while in second year, and landed a job as 
a programmer with IBM. He went to 


| Japan on an IBM project and was deeply 


influenced by the Japanese culture. He 
returned to work on a CIA project, code- 
named ‘Oracle’. Ellison borrowed the 
name to start his own company when 
he picked up a blueprint on relational 


| databases written by IBM researcher 


Tod Codd and converted the concept 
into a multi-billion dollar empire. 

But for all Ellison's brilliance and vi- 
sion, Oracle has been a bad marketing 
company, according to the author. Sales 





of the Valley 


EXCERPT 


LLISON was also incredibly charismatic in articulating his vision. 

(Noosheen) Hashemi remembers attending Quota Club in 1987 in Hawaii 
where Ellison gave a speech ostensibly warning against arrogance, or what 
he defined as ‘unwarranted pride’. He went down the list of all Oracle’s suc- 
cesses in the past year; in each case, the company had exceeded its goals, 
more than doubling revenue from $55 million to $131 million. As he listed 
each achievement, Ellison would ask with a smile: “Unwarranted pride?” At 
the same time, Ellison was already developing his formidable gift for humil- 
iating those who didn’t meet his expectations. 


teams were given steep targets without 
any attention to customer satisfaction. 
And despite its laser-like focus on tech- 
nology, flawed systems have been 
launched time and again. When Oracle 
released the e-business suite in May 
2000, its supposed killer idea turned out 
to be riddled with programming errors. 
Forrester Research documented 5,000 
bugs in the software, which wouldn't in- 
stall or run properly until a patch was 
applied. And the patches often created 
more problems. 

Much of the book chronicles horror 
stories from former employees. People 
who thought they had worked well with 
Ellison are fired or made to feel so un- 
comfortable that they are forced to 
leave. Most notable of these is Ray Lane, 
Oracle's president for nine years, who is 
credited with bringing order into the 
chaos that was Oracle in early 1990s and 
nursing it into a $9.5-billion company. 
Lane had joined Oracle in 1992 when it 
was reeling from a $12-million loss, lay- 
offs and defections, and widespread dis- 
trust among customers. He restored the | 
company’s credibility with Wall Street 
and business partners by turning Oracle 
into a more focussed and customer- 
friendly company. But like others before 
him, Lane was given the boot. Ellison 
simply does not like employees becom- 





KAREN SOUTHWICK, executive editor at CNET 
News.com, is the author of three books on the 
high-tech industry and the money that funds its 
ventures. Among these is Gold Rush: The Next 
Generation of High-Tech Stars Rewrites the 
Rules of Business. Southwick has been a writer 


and editor for leading business journals 


ing too powerful. 

Today, Jeff Henley, CFO, is the only 
survivor of the Ellison purges. Last 
month he was named chairman of the 
Oracle board. There is also Safra Catz, an 
investment banker, who has been made 
president along with Charles Phillips, 
but then as the book notes waspishly, 
Catz once dated Ellison. 

But Southwick concedes that Ellison 
has an unerring ability to hire the bright- 
est of managers. Almost all those who 
left Oracle went on to start their own 
businesses, or to head IT companies. 
Tom Siebel founded Siebel Systems, 
Craig Conway PeopleSoft, Greg Brady i2 
Technologies, Marc Benioff started 
Salesforce.com and Gary Bloom Veritas. 

This book is based on interviews 
with ex-Oracle staff. As a result, Ellison’s 
arrogance in dealing with partners and 
competitors, and his unpredictability 
tend to be overstated. What emerges is a 
man running a billion-dollar company 
as his own private fiefdom, but without 
Ellison's version of the events, the book 
comes out a tad unbalanced. 

Oracle watchers are advised not to 
miss another book Softwar: An Intimate 
Portrait of Larry Ellison and Oracle by 
Matthew Symonds, former IT editor of 
The Economist. Symonds had access to 
Ellison and Oracle staff, and takes a 
more sympathetic view of 
the Oracle chief. Southwick’s 
book though is likely to ap- 
peal to students of tech his- 
tory and those who are fasci- 
nated by the Ellison of 
Japanese villas and a yacht- 
sized ego. a 
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SELECTION 


The Kalam 
blueprint 


HIS book is by a head of state and ` 

a person who has made a signifi- 
cant contribution to bringing his 
country’s defence technology on par 
with the best in the world. These two 
facets of President A.P.J. Abdul 
Kalam are visible in the latest book 
ENVISIONING AN EMPOWERED 
NATION — Technology for Societal 
Transformation, co-authored with A. 
Sivathanu Pillai. 

Kalam writes: “Now a consensus 
has emerged in all the sections of the 
society, particularly among the youth 
and children, to live in a Developed 
India and take appropriate actions...” 
The book (published by Tata McGraw- 
Hill) is an exhortation 
to a nation that fi- 
nally seems to be re- 
alising some of the 
‘potential’ that it is 
fabled for. Kalam 
begins where 
prime minister 
Atal Bihari Vaj- 
payee left off. Va- 
jpayee set the 
objective of 
making India a 
developed nation by 2020, 
and Kalam tells us how it can do so 
with the help of technology. 

There is no surprise in the areas 
that Kalam delineates for technology 
missions: agriculture and food pro- 
cessing, education and healthcare, 
information and communication 
technology, infrastructure (including 
electric power) and strategic indus- 
tries (defence, avionics, etc.). Some 
of the case studies, however, are 
quite interesting, such as technology 
for cold desert cultivation. It is this 
‘show and inspire’ style of the book 
that livens it up. 

Of course, the best examples and 
anecdotes are from the field close to 
Kalam’s heart — defence technology. 
In fact, he rounds off the book with 
case studies on the design of satellite 
launch vehicles and an integrated de- 
sign approach for advanced aero- 
space vehicles. 

In conclusion though, Kalam ad- 
mits that turning India into a devel- 
oped nation by 2020 is not going to 
be easy. 
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S India shining or whining? If you read business | 
| ofall, the prime minister, transcending lauh purush and 


magazines you can easily get the wrong impres- 
sion. ‘Feel good’ is not about forex reserves, GDP 


growth, the outsourcing euphoria, telecom explo- | 
sion, corporate profitability, kisan credit cards or | 
| the north and baseball; if you sit in the South Block, you 


social security for the unorganised sector. The 45 days be- 


ginning 10 March and ending 17 April will determine | 
| —and cricket. 


whether India feels good. Who knows, even electoral out- 
comes may be affected. At least, the Election Commission 
thinks so. Which is why it wants the Pakistan tour out of 
the way before we get down to electoral business. Playing 


in Pakistan, India hasn't always covered itself with glory, | 
and, barring Sunil Gavaskar, captains have lost their jobs | 
because of this. Wasim Akram claims that security is a just | 


red herring and that we don't 
want to play in Pakistan 
because we are afraid of losing. 
There may be a grain of truth in 
this statement. 

However, the NDA govern- 
ment has clearly decided it is 
worth the gamble, what with 
Indian cricket shining in Aus- 
tralia, barring a last-minute 
hiccup. After all, we have the 
best team we've had in a long 
time and, therefore, the best 
chance of beating Pakistan in 
Pakistan. One-day interna- 
tionals (ODIs) are always un- 
predictable, a bit like CSO’s 
quarterly GDP forecasts. But 
ODIs will be out of the way first, 
and the enduring message will 
be that of the test performance. With our batting line-up, 


surely we will prevail? Or at least not lose? And Saurav | 
_ being tagged on to the India Shining campaign but there 


Ganguly will retain his job and so will the PM. 


Economists occasionally produce useful research. A | 
few years ago, a couple of economists did cross-country | 
| As for the Congress, there is little it can oppose. It can 


research and established conclusively that baseball-play- 
ing countries outperform cricket-playing countries in 
economic indicators, including in per capita GDP growth. 


it happens to be with the archrival. However, not every- 
one in the NDA pantheon is enamoured of cricket. The 


dug up. Nor are Advani, Pramod Mahajan and Swami 
Chinmayanand. But there is a sufficient countervailing 
force on the supporting side, which includes Arun Jaitley. 


Even Venkaiah Naidu is fonder of Navjot Singh Sidhu than | 





For Vajpayee, our cricket 
team’s Pakistan tour is a 
gamble that can take care of 
Sonia and Advani at one go 
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“A certain gamble 





of Bollywood or TV stars and pehelwans. Most important 


vikas purush persona, has displayed a hitherto unsus- 
pected cricket purush aspect. 
Itappears thatifyou sitin the North Block, you think of 


think of the south and normalising relations with Pakistan 


There is poetry in this too, and not only because nor- 
malisation pleases the Americans. Dont think only of the 
$20 million the Pakistan Cricket Board will make. A large 
chunk of sponsorships will accrue to Indian companies 
although, like that elusive most-favoured nation (MFN) 
business, Pakistanis have reserved 40% of the stadiums’ 
advertising space for compa- 
nies with Pakistani affiliation. 
But there is enough business in 
the remaining 60% as there is 
in opening up borders or gas 
pipelines. Normalisation will 
benefit the Indian economy — 
if it works. It is something the 
PM would like to be remem- 
bered for even if the Nobel 
Peace Prize doesn't work. And 
within the BJP family, Vajpayee 
has once again established that 
he takes major decisions. 

In the final analysis, the PM 
has taken a low-risk gamble. 
The probability of Saurav and 
company losing overall is low. 
There is a much higher proba- 
bility of winning. The Aus- 


ANAND SINHA 


| tralians will vouch for that. That will feed into the ‘feel 


good’ factor. The Election Commission may frown on this 


is nothing it can do about peoples mindsets. Venkaiah 
Naidu will salivate even more at the prospect of 300 seats. 


whine about what happened to the Rajiv Gandhi govern- 


| ment after the 1989-90 tour. But Krishnamachari Srikanth 
As a policy, therefore, India should switch from cricket to | 
baseball, more so since we are discarding British apron | 
strings in favour of the American ones. But that may take | 
quite a while and India still swings to cricket, especially if | 
| sures everyone has been taken care of. Heads, Vajpayee 
| wins more easily; tails, he doesn't lose. What better gam- 
Shiv Sena certainly is not — unless there is a pitch to be | 


isn't Saurav Ganguly, and who knows what would have 
happened even then had it not been for the riot? As the 
prime minister sees it, the dice are loaded in his favour 
barring the security tangle, which Jagmohan Dalmiya as- 


ble can there be, especially if you can simultaneously take 
care of Advani and Sonia Gandhi? 

As for the Hindutva lot, will they now harp on a uni- 
form cricket supporters code to be applied to all minori- 
ties as a test of their nationalism? ix 
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Working with the Corporate Gods has paid off yet again. 


. UNIQUELY 


UIgopore 





STAY AHEAD. 
EVERY WEEK 


15 March 2004, Rs 5 a www. businessworldindia.com | d 


With Vedanta, 
Anil Agarwal 
has barged 
into the global 
metals club 





HP Mono LaserJets - There’s one for every business need. — 





Only HP, the undisputed leader in printing solutions offers you a perfect mix of advanced technology, reliability and performance that 
gives you fast and efficient printing. With state-of-the-art features, these world class laserjet printers have something for everybody's needs. 
And why not, this is something you expect only from a leader. So gift your business the HP laserjet advantage today. 
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HP LASERJET 1010 


Rs:10,9997 
12 ppm 

' 8MB RAM 

i 600 dpi 


3 Year warranty 
worth Rs. 3000/-** 





HP LASERJET 2300 SERIES 


Rs. 46,400 * Onwards 


Up to 25 ppm 

j A4 

A 266 MHz 

i 1200 dpi 

| 50,000 pages per month 


Models available - 2300/2300d 
2300n/2300dn/2300dtn 
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HP LASERJET 8150 SERIES 


Rs. ] j 55,000 * Onwards 


Up to 32 ppm 
i A3/A4 

250 MHz 

1200 dpi 


<. 
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HP LASERJET 1015 


Rs. 14,499 * 


14 ppm 
í 16 MB RAM 
i 1200 dpi effective cutput 
I 3 Year warranty 
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* 


— 4! 


anh 
Bu A 


HP LASERJET 4200 SERIES 


Rs. 68,000 k Onwards 


Up to 35 ppm 

A4 

300 MHz 

1200 dpi 

150,000 pages per month 


Models available - 4200/4200n/ 
4200tn/4200dtn 


Save upto Rs. 16,300/- under 
HP Laserjet buyback program*** 






HP LASERJET 9000 SERIES 


Rs. 2,34,000 * Onwards 


Up to 50 ppm 
! A3/A4 
300 MHz 
1200 dpi 
: 300,000 poges per month 


l i l 
HP LASERJET 1150 


Rs. 19,099" 


18 ppm 

i 1200 dpi (REt) 
10,000 pages per month 
SPECIAL MARCH BONANZA 


Get a PSC 1110 All-in-One 
worth Rs. 6000/-** 


HP LASERJET 4300 SERIES 


Rs. 92,000 ji Onwards 


Up to 45 ppm 
f A4 
! 350 MHz 
k 1200 dpi 
200,000 pages per month 
| Models available - 4300/4300n/ 
4300tn/4300dtn 


Save upto Rs. 17,800/- under 
HP Laserjet buyback program*** 


HP LASERJET 1300 


Rs: 22999" 
š 20 ppm 
; 1200 x 1200 dpi 
10,000 poqes per month 
i PostScript support 





HP LASERJET 5100 SERIES 


Rs. 85,000 *osords 


Up to 22 ppm 

A3/A4 

300 MHz 

1200 dpi 

65,000 pages per month 

Models available - 5100/5 100tn 


Save upto Rs. 14,900/- under 
HP Laserjet buyback program*** 
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Models available - 9000/9000n/9000dn 


Save upto Rs. 34,000/- under 
HP Laserjet buyback program*** 


Models available - 8150/8150n/8150dn 


Save upto Rs. 23,300/- under 


i 
I 150,000 pages per month 
| HP Laserjet buyback program*** 


To find out more call 9628 123 123 Delhi & NCR, Mumbai, Bangalore, Chennai, Kolkata, Pune, Ahmedabad, Lucknow & Kanpur 


1600 444 999 (Toll Free) in other cities or email: in.contact@hp.com OR log on to www.hp.com/in-for products, offers, nearest reseller. 


DIALA-CARTRIDGE: CALL 1600 444 999 


“Est. street price, taxes extra. * * Offer based on redemption till 31st March 2004 or till stocks last. To redeem offer, end customers need to log on to www hp.com/in/promotions before 10th April 2004 


*** For more details on LaserJet buyback program, please log on to www hp.com/in/ promotions, © 2004, Hewlett Packard Development Company, L.P viet PUBLICIS HP | O04 
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This ultra portable beauty 
mnam |S the thinnest and lightest 
i 
(Q20, 12.1" Note PC inthe world, | 
it's yours for just Rs. 1,32,990° ` 





No less talented than the Q20 


(X10 this fully loaded beauty is 
ZALM the thinnest and lightest in its category. 
K's yours for just Rs. 1,34,990" 






Wi-Fi meets fingerprint security 
meets great value... 

P30 ) Choose from two versions, 
P30 at Rs. 4,09,990" and 

P30 Ultra at Rs. 1.19 990" 


it's lean and mean, 
and not hungry for power 
i vwne o wih quick charge and run 
(X05, for longer battery ife, 
Choose from two versions, 
X05 at Rs. 90,490* and X05 Ultra at Rs. 1,04,990° 
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For product enquiries, please email us at ramanieet@samsungindia.com 
. Visit us at http./Avww.samsungindia.conv/notepc 
_ For further enquiries, please call 1600113444 (toll free) or 9628222111" 


“Dial from DOT/MTNL fines only, “For all locations in North prefix (011); in South (080); in West (022y in East (033). 


x ‘intel, Intel Centrino. Intel inside, the intel Centrino logo, the int 
i: “Estimated street prite. Sales tax and other levies extra. 





Wi-Fi powered by Intel Centrino ™ | Fingerprint Recognition Security I Supersiim design 





it's true, you can never have enough of a good thing. 


Which is why choosing just one 





from the new range o 


can drive you really nuts, 
So we're not going to add to the confusion by writing 








more about them here. 





“any of the numbers below 
and one of our people will organize a free dema 


and recommend the 





Wouldn't you just love that? 


THE DIGITAL LIFESTYLE EXPERIENCE 






al inside jogo and Pentium are trademarks or registered trademarks of intel Corporation or ite aubsicierias in the United Sales and other countries. 


(ome hails Mila Wet | 
: 4000 ý 





131279, 28131286 


of India Road, 4th Floor 


25588928; Fax: 25596294 


c ns@abpmail.com 
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Play a fair game 


© I do not understand how fee cuts 
can be a problem for the HMs. 
Why don't IIM officials make a 
statement enlisting the facilities 
they provide to the students out F 

of the money they get from the "=, 
present fees structure? Why dont they 
state what will be the effect on these facilities if the fee 
is reduced? The government on its part should promise the IIMs that 
they would pay the difference in the amount after the fees is reduced to 
Rs 30,000 so that the quality of education is not adversely affected. 


Dibyendu Debnath, Via email 














DO WHAT YOU CAN 

We have to be competitive in every 
sphere to survive in the 21st century 
(‘Some Lessons From Lagaan’, BW, 

1 March). There is no room for 
complacency. Barbara Hatcher once 
said: “Measure success not by what you 
have done, but what you could do.” But 


ALL THAT GLITTERS... 

India is definitely not shining as bright 
as is portrayed by the media (‘Good — 
Not Great’, BW, 16 February). Here are 
some loopholes in the Bharatiya Janata 
Party’s claim that India is shining: 

W India is one of the top-ranked 
countries on the list of most corrupt 


this doesn't seem to be the motto ofthe ` nations in the world. 
India Shinning campaign. Resting on E Safe drinking is a luxury toa 
our laurels is one of our biggest draw- majority of the population. 


backs — be it in cricket or daily life. | Œ There are scores of dowry deaths 
S. Narayanan, Chennai | and female foeticide is not uncommon 
— r any Daris Of the COUNTY. 


THE GROWING PARANOIA | @ Primary healthcare in the country is 


Į run a transcription outfit and over the | ina dismal state. 
last two months every client that have | W There are millions who are below 
met has asked me: “Where does the | the poverty line. 


lB People like Satyendra Dubey, who 

| try to raise their voice against 
corruption, are brutally murdered. 

| Perhaps the BJP has good media 

| managers and the Indian media is 


work go?” And when I say India, you 
can almost see those defences go up. 
Needless to say that propaganda 

machines like CNN’s Lou Dobbs and 
presidential hopefuls like John Kerry 


and John Edwards have been highly | simply singing to their tunes. 
efficient at their job. If anything, these Sophia Ajaz, Via email 
programmes are worse than what is 

described in this issue of BW. Al I want | CORRIGENDA 


to know is what should a chap like me 
do? Any suggestions? 
Rahul, Florida 


_ at Allahabad University and not 

| Benaras Hindu University as we stated 
in ‘Lusting For Power’ (BW, 1 March). 

_ B The name of Temenos’ client is 
Bansefi and not Ban Sesi as we 

| mentioned in ‘Squaring The Cube’ 
(BW, 8 March). 


We regret the errors. — Editor 


Letters can also be sent to 


| 
| 
| 
| 
| 
| 
| 
| 
x 
| 
l 
| E Murli Manohar Joshi was a professor 
| 
x 
I 
| 
| 
x 
I 
| 
| 
| Resittoah certian com 
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say a flat ‘NO’ to flat belts! 


Switch to Fenner Poly-V Belts and Cogged Belts 


Recent tests* have proved that Fenner Poly-V Belts and Raw 
Edged Cogged Belts lead the rest when it comes to energy 
savings with: 


e Lowest Investment 

e Fastest Payback 

+ Highest Returns 

e Energy Savings up to 6% 
Energy 

Consumption Return on 


Units / Year “se Required” Investment 
(KWh) = (Rs) (x% 


SI. Textile BELT DRIVE Investment 


No. Machine 


Payback 
Period 
(Months) 


*As per tests conducted by a leading TEXTILE RESEARCH INSTITUTE 


Poly-V Belts are far superior in performance not only in 
textile industry but also in a host of other industries like 
cement, paper, steel etc. And Fenner Cogged Belts 
require no extra investment as they can be used on 
existing V-Belt pulleys. 


Start your energy savings 


, QOWER Un today! 
SF A Call us to get the 
> Sa Fenner energy saving edge 
< ° to work for you. 






Contact 
Fenner Design Centre 
Khivraj Complex - 
Nandanam, Chennai 


email: ptd_mhq@fennermail.com 
www.fennerindia.com 


Total 





II, 480, Anna Salai, 
- 600 035, India. 
Ph: 24312450 - 58 Fax: 24349016, 24320193 


Power Transmission Solutions 





Fenner Raw Edged Cogged V-Belts and 
Poly-V Ribbed Belts score over flat belts and 
conventional V-Belts in a number of ways 


e Fenner Poly-V Belts have longer life 


e They require smaller pulleys making the drives 
more compact and cost efficient 


e They carry 30% - 40% higher power 
per unit width 


e Better wedging results in negligible slip 
and higher efficiency 


° Poly-V Belts incur much lower 
maintenance costs 


Flat belts 


e Flat belts require higher tensions leading to 
frequent bearing failure and high maintenance 
expenditure 


e Flat belts suffer frequent slippage. 
Regular re-tensioning is also necessary 


Fenner Belts, backed by ISO 9001, ISO / TS 16949 
certification and American Petroleum Institute 
accreditation is the No.1 choice of industry, not only 

in India but also in over 40 countries across the world. 


Flat belt is a part of history. 
So let’s leave it there..... 


Fenner (India) Limited 


(An associate un / of a) JK Organisation) 
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Heavy 


Metal 
Hour 


He debuted on the 2004 Forbes 
list of billionaires. He took on 
Kumaramangalam Birla. And he 
created a stir when he raised $1 
billion on the London Stock 
Exchange. Yet, he is seen as an 
outsider, both in London and in 
Mumbai. Meet Anil Agarwal, 
founder of Vedanta Resources 
and the man who has suddenly 
burst into the global metals 
league. The starting point: setting 
up a world-class non-ferrous 
metals company in India. The 
market: the entire world. 








Anil Agarwal has a raging ambition to 
expand his business, and that makes 
other businessmen uneasy 


ro 


HEMANT MISHRA 








An Interpreter ad 
Patents ACTIN 


US patents are now 
more important than 
ever for Indian firms. 
Randal Rader, circuit 
judge at the US Court 
of Appeals, talks to BW 
about the intricacies 
of the legal process 
surrounding patents. 


Rader at a Cll meet in Mumbai < 


The IIM fee cut Can IIM-Ahmedabad director 
Bakul Dholakia find a way around the fee cut? And in an 
eventuality, how can other business schools avoid a 
similar predicament. 


BUSINESSWORLD 





Capital Ideas Why commodities are becoming 
x dearer, Kenneth Rogoff's warning, and more. 


| BioAsia 2004 The buzz at Hyderabad's first 
| biotechnology meet makes a resounding case for clinical re- 
search in India. 


Congress Party Three prominent Muslim leaders 
| have left the party. Is the minority-appeaser losing its rapport 
| with the Muslim community? 





Environment Union environment minister 
| Ramesh Bais wants to denotify large tracts of forest 
land. What is going to come of this issue? 








Obituary: Sumantra Ghoshal 


McKinsey principal Pramath Sinha, who suc- 
| ceeded Ghoshal as dean of the Indian School 
of Business, pays tribute to the ‘Euroguru’. 
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IN DEPTH 
22 Digital 
Distribution 


India is now the world’s largest 
digital cinema country. It could 
change the way we make films. 


Technology is driving the > 
movie craze in small towns 


DINESH KRISHNAN 


18 Sun Pharma its Us plans stalled last year. But with 
the Caraco issue resolved, it is on a global expansion spree. 


38 IDBI India’s largest financial institution is at the cross- 
roads. There is little clarity on which way to go. 


44 Hardware Software is the cool city cat. Hardware is 
the country cousin. Our design proficiency could change that. 





BW SPECIAL 


so! A Great 
Workplace 


What's unique to Indian work- 
places is the importance attached 
to values, says Robert Levering, 
co-founder, Great Place to Work 
Institute, US. 








IN VOGUE 


64 Bookmark There’ alot to learn from history books 
— even the art of doing business. 





COMMENT 


16 Omkar Goswami Chinese whispers 
and the Delhi male’s incessant desire to be Mr 
Know-it-all. 


ON THE CONTRARY 
48 Mahesh Murthy tisn't mighty oak 


time when it comes to careers, its supple bam- 
boo hour. 
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Asia's hunger for metal 


LMOST overnight, China has turned into one 
huge magnet, pulling in metals from all over the 
world, pushing up commodity prices, propping 
up entire economies and sparking hopes of a 
super commodity cycle. This magnet is also 
changing the direction of international politics. I was in Syd- 
ney a few months ago, and was surprised to see the eagerness 
with which Chinese President Hu Jintao was welcomed by the 
Australians who make a lot of money selling minerals and 
metals. George W. Bush happened to be visiting Australia on 
the same day, but while the leader of the communist world re- 
ceived unrestrained words of praise, the ‘leader of the free 
world’ had to face black flags at many places. All of which goes 
to show just two things. One, customer is king! And two, even 
in the knowledge economy, goods — things you can drop on 
your toes — do matter. 


But if this is the effect that a 
modernising China is having on 
the global markets, imagine 
what will happen once India too 
joins the party. Will the super cy- 
cle then become a hyper cycle? 
There's one person who is bet- 
ting everything he has on this 
possibility. Anil Agarwal, whose 
holding company Vedanta 
raised a billion dollars on the 
London market recently, wants 
to create a multinational that 
will feed the metal hunger of a 
fast-growing Asia by sourcing materials from all over. 


Businessworld 


t in miwal 
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“Agarwals dream is as big in scope as that of an L.N. Mittal or 
even a Dhirubhai Amhani,” says Deputy Editor D.N. Muker- 
jea, adding: “The question is whether he can execute it as well 
as them.” Like a Mittal or an Ambani, Agarwal is also an out- 
sider who finds it difficult to get acceptance from the estab- 
lishment. We will know how this story plays out soon enough. 


An equally fascinating story with consequences beyond the 
obvious is playing out in India’s small towns — digital cinema. 
See page 22. 


The news of the passing away of Prof. Sumantra Ghoshal 
came as we were putting this issue to bed. Businessworld ex- 
presses its sadness over the loss of one of the great minds India 
gave to the world. 


x 


le S 


TONY JOSEPH, EDITOR 
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OBITUARY 


Dear Sumantra, 


O, you have done it again. You have 
had your way as always. I called to 
have dinner with you in London 
last week. Instead, I had to visit 

you in the ICU at the Royal Free 
Hospital. There was a strange calm 

about you despite the life support sys- 

tem. I have never seen you so quiet. 

Never seen you quiet, period. No high- 
energy discourse. No provocative remarks 
— “McKinsey has many good people... You 
are wasting your life there... Go do some good 
for the world... The same holds for Rajat, too, 












Above all, you believed in the individual: 
“Recognition that the need for collective ac- 
tion and social harmony does not in any 
way contradict the role of the individual 

and the power of the human will in 

bringing about economic, social and 

cultural change. A respect for and belief 
in the individual as the primary vehicle 
for initiative and action-taking, and the 
accompanying need for individuals to 
develop the courage to both act and take 

the consequences of such action, will be a 
core value that ISB will aspire to inculcate.” 


SANJIT KUNDU 


by the way!” No chain-smoking of Silk Cuts — SUMANTRA No wonder we hated you when you told 
never did quite understand how you got Lon- GHOSHAL me over another of those dinners that you no 
don Business School to let you smoke in your (1948-2004) longer wanted to be founding dean, that you 


office; you likely never asked, or just ignored 

the rules. No drawl of “Arre Pramath babu” said with that 
big knowing smile, twinkling eyes, and askance look that 
said you got me again. You seemed deep in meditation 
with a smile of a new idea on your lips. Sharon says you 
have been writing incessantly of late and that she had 
piles of your trademark pencilled white sheets to type. I 
was looking forward to the dinner, expecting you would 
tell me what really motivates individuals and leaders — 
the puzzle finally cracked in the calm of the ICU before it 
got to Harvard Business Review. But that was not to be. 

Our dinner series started in 2000, when you agreed to 
become founding dean of Indian School of Business 
(ISB). We met to discuss what would make ISB distinctive. 
Later you wrote: “ISB’s distinctiveness will arise not from 
any artificial effort to differentiate itself from any existing 
school, but from a set of values and beliefs that will lie at 
the heart of the institution and which will be firmly em- 
bedded within the overall ISB experience.” At our govern- 
ing board meeting later that year, you talked about values 
you personally held dear and wanted the ISB to embody. 

You believed passionately that business be seen as a 
force of good (and not with suspicion as it has been tradi- 
tionally viewed around the world and in India). You 
wrote: “This is a belief that business and, by implication, 
both entrepreneurs and managers, are the key engines of 
both economic and social progress. It is business that 
creates and distributes most of an economy’s wealth, that 
innovates, trades and raises the living standards of peo- 
ple. So business is and must be a force of good...” 

You stressed a commitment to pluralism: “Commit- 
ment to pluralism is more than either an international 
orientation or a sensitivity to diversity. It is an acknowl- 
edgement that an organisation as well as a society be- 
comes a better place when diverse moral, intellectual 
and ideological beliefs can flourish...” 





were not cut out for it, that you realised it too 
late, that you would not let us down but did not think it 
fair to continue when you were not right for the job. 

It was not difficult to hate you. You were always exas- 
perating. And stubborn. Anando told me outside the ICU 
that he had won a few arguments, but only after he wore 
you down after several sessions. I guess you allowed him 
a son's privilege. We never won any arguments with you. 
First, you were just too smart. And quick. Always a new 
angle, a ready answer. Second, you never gave up. You ex- 
pected the same of others. Why cant you do it? Who is 
stopping you? Just do it! We will build the pub at the ISB, 
we promise you. Third, you were quite charming and dis- 
arming — giving the slip with an “Arre babu, I am just a 
bloody middle-class Bengali” when cornered. 

But it was easy to love you. You were big-hearted. You 
made us all feel very special. People you have taught even 
briefly tell me their lives changed after attending your 
classes. You were a man of principle. I remember they 
hated you for not budging from your demand of high fees 
for your teaching at ISB, a school you helped found. But 
you stuck to your guns — it was a matter of principle. 
When they did give in, you donated it all and more toa 
scholarship for high-performing students. You were the 
champion of the individual. Every time you visited you 
left us — workers, students, administrators, faculty — 
feeling that ISB would not have been built had it not been 
for our individual contributions. You were always positive 
— don't complain, do something about it or shut up. 

So this is how it ends. So much for our dinner plans. 
Thank you for being a force of good for so many of us. 
Once again, you have had the last word. E 

PRAMATH SINHA 








Theauthor, a principalat the Delhi office of McKinsey & Co., was 
a friend of Ghoshal and succeeded him as founding dean of ISB. 
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lake over 


Visit Ooty, the gateway to the heart of nature. Dip your 





soul into the cool caress of its emerald waters. Walk 
through verdant and lush forests. Make your way to the 
secret heart of its jungles and experience its wildlife and 


wild beauty that goes on forever. 


Ooty is 98 kms from Coimbatore. 


DIPR/278/DIS/FLAME/04 





Fone " For details on TTDC's attractive package tours with excellent accommodation and transport facilities, 

x please contact:TTDC, Tamilnadu Tourism Complex, Wallajah Road, Chennai - 600 002, Tamilnadu, India. 

i * Ph: 91-44-25388785/25361640. Fax: 91-44-25382772. E-mail: dir-tour@tn.nic.in Website: www.tamilnadutourism.org 
x š Call: Chennai 91-044-25389857, 25383333 New Delhi 91-011-23745427 Mumbai 91-022-24110118 

ano w Goa 91-0832-2226390 Bangalore 91-080-22286181 Hyderabad 91-040-27667492 Kolkatta 91-33-2437432 


Visit us at www.tn.gov.in 





INTERVIEW: RANDALL R. RADER 


‘We have upheld 
60% of patents’ 





THE US Court of Appeals for the Federal 
Circuit is the only court in that country 
empowered to hear appeals on patent 
disputes. It is the court that has barred 
Dr. Reddy’s Laboratories from selling its 
competitor to Pfizer's Norvasc (the heart 
and hypertension drug) in the US, result- 

ing in a major setback for the Indian 

manufacturer. It is also the court that 
heard Ranbaxy Laboratories’ successful 
challenge of GlaxoSmithKline’s patent 
on Augmentin, an antibiotic. Randall R. 

Rader, a Circuit judge in the US Court of 
Appeals, Federal Circuit, tells BW s Gauri 
Kamath how the system works.Excerpts. 


m Why was the Federal Circuit set up? 

The Federal Circuit started operating in 
1982. Before this, we (the US) had un- 
even enforcement. Some states were 
strict. Others weren't. This created dis- 


R. Reddy’s Laboratories (DRL) 


putes. Patent owners wanted 
to take their cases to 
favourable courts. And gener- 
ics firms wanted to go to other 
courts. That was resolved with 
all appeals being taken to a na- 
tional court of appeal. 


m What is your jurisdiction? 
Besides patents, we also han- 
dle customs, contracts, taxes, 
mostly commercial cases. 





m How are judges appointed? 
The Federal Circuit judges are 
appointed by the US president 
and confirmed by the 
senate. They serve for 
life and need no qualification 
other than legal expertise. It’s a 
very political process, but has 
produced a talented judiciary. 


w Your record in patent cases? 
We've upheld 60% ofall patents; 
40% were invalidated. ñ 





In the district courts. 


= What percentage of cases come to 
the Federal Circuit for appeal? 

Around 2,000 patent cases are filed in a 
year in the US. Most are settled out of 
court or through summary judgements. 
Just 4-5% of cases are tried. 


m Do pharma patent infringements form 






the majority of cases? 

No. Roughly 30% of patent cases involve 
pharma patents. The others include 
mechanical technology, genetics, etc. 


i Have the number of pharma patent 
cases risen in the last decade or so? 

No. They are more or less the same. 
There are, of course, a lot of challenges 
involving generics companies. 


E Sometimes there is a long gap after 
the conclusion of hearings by the court 
and a judgement. Why the delay? 

Sometimes the judge is just delayed by 
other work or works at a deliberate pace. 
Sometimes, a judge in a, say, three- 
judge bench, may write a dissent 
stating he disagrees with the 
majority. That could 
cause delays too. (In 
the Norvasc case the 
chief judge was in dis- 


@. sent. - Ed.) 






L. 


m Are pharma patent 
challenges coming earlier 
in a patent’s life? 
The Hatch-Waxman Act has 
an incentive for firms that are 
the first to file patent challenges, but I 
haven't seen real statistics on it. 


m What's the role of courts in IPR? 
The ultimate value is in the damages 
that it can cause patent infringers. 


For full text log on to 
www.businessworldindia.com 


DRL may appeal verse the verdict that went in favour of 


may have suffered a setback in 
its quest to sell heart and hypertension drug AmVaz (am- 
lodipine maleate) in the US, but it has not given up. DRL 
vice-chairman and CEO G.V. Prasad told BW that the com- 
pany is considering filing an appeal before the full bench of 
the US Court of Appeal for the Federal Circuit to try and re- 


Pfizer, which sells amlodipine besylate 
under the brand name Norvasc. Party to Pfizer’s appeal 
were Pharmaceutical Research and Manufacturers of 
America, Takeda Chemical Industries, Merck and Company, 
Wyeth, Eli Lilly and the Washington Legal Foundation. Ë 

GINA S. KRISHNAN 
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Twist in 
the tale 


VEN after the Supreme Court upheld 

the government diktat to reduce fees 

at the Indian Institutes of Manage- 

ment, the controversy refuses to die 
down. Sources say IIM-Ahmedabad (IIM-A) director 
Bakul Dholakia is still looking at the options before his in- 
stitute and has sought the advice of several legal experts, 
including former finance minister and Supreme Court 
lawyer P Chidambaram, on the issue. “We'd rather fight it 
out in the court than accept the minister's writ. If the court 
dismisses our case, then so be it,” says a source close to the 
director. 

But things really may not go that far. Other than Infosys 
Technologies chairman N.R. Narayana Murthy, who is also 
the chairman of the IIM-A board, and Hindustan Lever 
chairman and IIM-A alumnus M.S. Banga, none of the 
other corporate heavyweights on the board seem to be 
willing to take on Union HRD minister Murli Manohar 
Joshi, At last week's press conference in Mumbai, other 
than Narayana Murthy, Banga and strategic consultant 
Rama Bijapurkar, the rest of the board were conspicuous 
by their absence. So, on the face of it, the chances of the 
IIM-A board authorising Dholakia to mount a legal chal- 
lenge look very slim. 

So how will Dholakia proceed? That's where the story 
takes a turn. In 1961, the Government of India set up IIM- 
Aas an autonomous institution in collaboration with the 
Government of Gujarat and Indian industry. Scientist and 
industrialist Vikram Sarabhai, other Anmedabad-based 
industrialists (led by Kasturbhai Lalbhai), and the Govern- 
ment of Gujarat (led by Jivaraj Mehta) played a major role 
in the creation of the institute. IIM-A was 
registered as a society with a board of gover- 
nors to oversee the functioning of the insti- 
tute. The board has representatives from the 
governments of India and Gujarat, the in- 
dustry, the IIM-A Society, the IIM-A faculty, 
among others. 

Unable to swing the support of the board 
of governors, Dholakia is likely to turn to the 
IIM-A Society, which includes members of 
corporate families like the Lalbhais and Sara- 
bhais, who helped set up the institute with 
the government. His contention: for 40 years 
the board has taken decisions concerning 
the institute's administr- ation. The govern- 
ment’s move to impose a new fee structure is 
thus a violation of that principle. a 








SANJIT KUNDU 
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Ways to duck 


VEN as the IIMs battle the state, other pri- 

vate management institutes are already 

examining their options in avoiding a pos- 
sible fee reduction in the future. One way out is 

to withdraw from the All India Council for 
Technical Education (AICTE) and plump for 
collaboration with a foreign institute. The In- 
dian School of Business, Hyderabad, is al- 

q ready outside the purview of the AICTE, be- 
cause of collaborations with the Kellogg 
and Wharton business schools in the US. Says the director 
of a leading management institute: “If private schools are 
forced to cut fees, one of the options they will explore is to 
tie up with foreign schools to offer their courses and de- 
grees. The price of these courses will be even more than 
the present ones.” 

Some other institutes like the Xavier Labour Relations 
Institute, Jamshedpur, and Xavier's Institute of Manage- 
ment, Bhubaneshwar, are examining whether the special 
rights conferred on minority institutions also cover the is- 


_ sue of the fees that they can charge. * 


Mea culpa 


HE rebellion of the targets of Union minister for 
Human Resource Development, Murli Manohar 
Joshi, has found a surprising ally. In a recent article 


| in The Hindu, PV. Indiresan, the former director of the 


Indian Institute of Technology-Madras, and member of 
the very committee of the AICTE committee that 
recommended a change in fees, admits: “The committee 
was unduly focussed on engineering education, and did 


| not appreciate that management education stands on a 
| different footing.” 


Given that Indiresan has the humility to say he is 
sorry, maybe others should take the cue from him. E 
INDRAJIT GUPTA & ANUJA BYOTRA 






IIM-A director Dholakia 
has not given up yet 


a 
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OST analysts had assumed 
that crude oil would get 
cheaper once Saddam Hussain was 

driven out of Baghdad. They were 


© wrong. Oil prices have stayed stub- 


bornly high. Last week, a barrel of 
crude was worth $36.98, close to 
its pre-war highs. 

The rise in the price of oil comes 
in the wake of a sharp rise in prices 
of many other commodities, from 
steel to gold. Is this trend the har- 
binger of a more pernicious one — a 
rise in global inflation leveis? 

The oil exporting countries have 
> said that they'll increase production 
“to keep prices down. But commod- 
ity traders say that we are at the 
. Very beginning of a secular bull run 
in commodity prices. 


SS 


HE rule of thumb is that a rise of 

a dollar in the global price of 
crude oil adds around $500 million 
to India's annual import bill. That's 
not much, given the surplus in the 
current account and more than 
$107 billion in reserves. 

The latest balance of payments 
data released by the government 
shows that India’s trade deficit nearly 
doubled (to $14.36 billion) in the first 
. 10 months of this financial year as 
» compared to the same period of the 
previous year. The bill for oil imports 
grew by 15.9%, to touch $16.64 bil- 

a lion. But tt was non-oil imports that 
we grew even faster — by 28.27%. 

"a That's not necessarily bad news. 
` A spike in non-oil imports and a 


«© wider trade deficit are normally indi- 


cations of strong economic growth. 
Aç 


OLITICIANS hitting the cam- 

i paign trail are advised to read a 
-fascinating new study by K. Srini- 
vasan and S.K. Mohanty published 
in a recent issue of the Economic 

_ and Political Weekly. This article 


by Niranjan Rajadhyaksha 


rural and urban India, and also ex- 
amines how religion and caste im- 
pact the extent of deprivation. 
Deprivation is defined by the 
presence or absence of six parame- 
ters — from having an educated 
adult in the family to electrification 
of the house. The authors say that 
deprivation has reduced between 


1992 and 1999. However, there are Ñ 


some significant variations. 

There are no major differences 
between deprivation levels among 
Hindus and Muslims. But caste 
does matter — there are “signifi- 
cant differentials between sched- 
uled castes, scheduled tribes, and 
others among the Hindus”. 


A 


HESE have been good times for 
most emerging markets. Sprea- 


ds on emerging market bonds are at | 


historical lows, which means that 
the bond investors do not see any 
major risks in these economies. Are 
they being too casual? Kenneth Ro- 
goff, formerly economic counsellor 
to the IMF and now a professor of 
economics at Harvard University, 
sounded a waming recently. Rogoff 
said that bond spreads are too low 
for some “vulnerable countries” and 


predicted a few more emerging mar- 3 


ket crises in the years ahead. 
A 


NEW study by Alan Ziobrowski 
shows that the portfolios of US 
senators have outperformed the 
stock indices by 12% in the five 
years to 1998. Are these legislators 
such smart investors? 
Ziobrowski believes there could 


be another reason — access to privi- ` 


leged information. US senators, in 
other words, merrily trade on inside 
information. 


There was no difference between ` 


Democrats and Republicans. That's 
a rare case of non-partisan behav- 


a looks at the levels of deprivationin | iour in America's election year! B 
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BIOASIA 2004 


Right chemistry 


THE first edition of biotechnology meet 
BioAsia, held in Hyderabad during 26-28 

February, was a buzz of activity. Interna- 

tional biotech companies and venture 
capitalists networked furiously with 
their Indian counterparts and clinical 
trials companies attracted a fair bit of 
funds. The consensus was that India was 
perfect for quality clinical research. BW 
catches the buzz for you: 


@ The Andhra Pradesh government has 
firmly placed Hyderabad on the horizon 
of South Asian biotech firms by launch- 
ing the Federation of Asian Biotech As- 
sociations (Faba) with its secretariat in 
Hyderabad. The idea is to have a South 
Asian forum for biotechnology industry 
akin to the US- and Europe-focussed 
Biotech Industries Organization (BIO). 


@ Pepsi chose the event to announce its 
contract outsourcing plans for Eucuch- 
ma cortonni, a blue green algae that is 
used as a binding gel in a food material. 
The plan was to tie up with a non-gov- 
ernment organisation (NGO), Velugu, to 
offer a means of livelihood to women. 
Pepsi has arranged to offer the seed of 
the seaweed, provide extension services 
by teaching women how to harvest the 
seaweed and buy back the complete 
product for the export market. 


@ William Rutter, founder and former 
chairman of Chiron Corporation was 
awarded the Genome Valley Excellence 
Award. Chiron has had a long relation- 
ship with India. Its manufacturing plant 
in Baroda has been producing the ra- 
bies vaccine, Rabipur, for Aventis for the 
last eight years. For the last two years, it 
has been sourcing a meningitis vaccine 
from the Serum Institute, Pune. g 
GINA S. KRISHNAN 





CONGRESS PARTY 


The Minority 
Revolt 7 


T’S ironic that the Congress has | 


alienated three prominent faces of 
the Muslim community on election 
eve. Akbar ‘Dumpy’ Ahmed has quit 
the Congress to rejoin the Bahujan Samaj 
Party. Arif Mohammad Khan has refused 


to come back to the Congress and joined | 


BJP instead. And Najma Heptullah has 
been sparring with Congress leaders — 


Sonia Gandhi downwards, and publicly | 


flirting with the BJP. 


None of the three are leaders with a _ 
mass base and cannot win a Lok Sabha | 


seat today. In electoral terms, therefore, 
the Congress may not have lost much. 
The party brand, however, has been 


badly hit by their repudiation of their | 


political roots. All three began their ca- 


reers in the Congress and Khan and ` 


Heptullah in particular were nurtured 


as symbols of the modern, progressive | 


Muslim. By driving them into the arms 


of the BJP the Congress has tarnishedits | 


secular image. In the process, it has 
given the BJP two strong voices to white- 
wash its anti-minority slant. 

Unlike Shahnawaaz Hussain and 


BJP’s ‘Uncle Toms’, Khan and Heptullah 
still carry some credibility as spokesper- 
sons of the Muslim community, at least 
the more forward-looking sections, 

The story of the events leading to 
their decision to snap ties with the Con- 
gress is a sad reflection on the way 


PRIORITY BANKING 


| weigh all 








palace poli- 
tics out- 


other con- 
siderations in 
the Congress. 
With Heptullah, 
the trouble be- 
gan six years ago, when Sonia found 
Sharad Pawar challenging her authority. 
Although Heptullah had worked closely 
with Indira Gandhi and Rajiv, she was 
known to be close to Pawar, to whom 


she owed her successive elections to the | 


Rajya Sabha from Maharashtra. 
Although Heptullah did not leave 
the Congress when Pawar was expelled 
for branding Sonia a ‘foreigner’, matters 
came to a head when Sonia refused to 
nominate her as the Congress candi- 
date for vice-president in 2002 on the 
plea that a Muslim had already been 
elected president. She has been on the 
warpath since then. Sonia failed to wish 
her on Id last year and Heptullah raised 
the banner of revolt by accepting an 


| award from the RSS. 
Mukhtar Abbas Naqvi, regarded as the | 


Khan was practically hung out to dry 
by the Congress during the stormy Shah 


| Bano case days. Encouraged by Rajiv 


Gandhi to defend the right of Muslim 
women to get redressal from the Sup- 
reme Court (SC) in divorce cases, Khan 


| took up cudgels on behalf of the pro- 


gressive Muslim and ended up earning 
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the wrath of the conservatives. Ulti- 
mately, his own party ditched him by 
falling in line with the Muslim religious 
leaders’ demand that the Shariatshould 
take precedence over the SC in matters 
relating to the Muslim Personal Law. 

Khan had no option but to leave the 
Congress, but after knocking around on 
the fringes, first in the Janata Dal, then in 
the BSP he wanted to return to the Con- 
gress. He was kept waiting for over a year 
while other Muslim leaders tried to keep 
him out. When word got out that he had 
decided to join the BJP Sonia invited 
him for tea. But it was too late. 

Heptullah’s entry to the BJP has been 
cleared. She seems to be only waiting for 
the Congress to expel her. With her exit, 
the Congress will have totally abandoned 
the legacy of Maulana Azad, who was the 
party's answer to the communal politics 
of Jinnah and his Muslim League. a 

ARATI R. JERATH 
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Votes dont grow on trees 


| The proposals 


@ MoEF developmental plans requiring 
diversion of forest lands... 


Chhattisgarh: 5,734 hectare for 
Bodhghat hydel project; 260 hectare 
for a railway line 
Madhya Pradesh: 304 hectare for 
an irrigation project; 192 hectare for 
transmission lines 
Maharashtra: 1,925 hectare in 
Chandrapur for a dam 

@ Tribals living in Indian forests 
before 1993 will get ownership rights. 
This could affect over 1 million 
hectare of forest land 


@ Conversion of over 168,840 hectare 
of encroached forest land into 
“revenue land” 





ARPIT SHARMA 


minister of state for environment 

and forests in January, Ramesh 
Bais has been very busy. In just two 
months, he has cleared 40 pending pro- 
jects, announced plans to give land 
ownership rights to tribals living in for- 
est lands, and more. 

Mandarins in the Ministry for Envi- 
ronment and Forests (MoEF) say their 
minister is aman of action. The greens 
say he is after the tribal vote. Bais him- 
self says the projects “had incorporated 
all alterations suggested by the MoEF; 
there was no reason to withhold per- 
mission”. Debi Goenka, a member of the 
Bombay Environmental Action Group, 


S INCE he took charge as the Union 


says the minister is not following the | 


correct procedures — all pending pro- 
jects have to go through clearance com- 
mittees. They have not. Agrees Ashish 
Fernandes, a writer for wildlife maga- 


zine Sanctuary: “Bodhghat wasn't even | 





on the pending list. But it has been 
cleared.” Or the land rights. In 2002, the 
Supreme Court ruled that all proposals 
to regularise encroachments in forests 
would have to be routed through it. But 
the MoEF went ahead on its own. 

This is a risky game. Granting own- 
ership rights encourages encroach- 
ment. Saying that the fallout of convert- 
ing forest villages into revenue villages 
will be minimal as tribals are “protective 
towards forests” is generalising things. 
As the villages get better connected, 
pressures on the forest will increase. 

Development is a tightrope act. Man 
over forest? Or the other way around? It 
is a dilemma every developing country 


| faces. But Bais is taking the easy way out. 


Sanctuary editor Bittu Sahgal says any- 
where between 500,000 and 1 million 
hectare of forest land could be lost. E 

M.RAJSHEKHAR 
PS.: Two weeks ago, the Supreme Court 
stayed the proposal to denotify forests, 
convert revenue villages and regularise 
encroachments. The MoFF is preparing 
its response. 


Scholar, friend and teacher 


HAT can one say about a | stantly impressed by his professional 
W person like Subrata Sen- | approach and hunger for facts. He 

gupta? That he, from was a quintessential ad man and 
Clarion, and his contemporary, began looking for “differen- 
Subhas Ghosal of J. Walter 7 ` tiation” rightaway. We were 
Thompson, Calcutta, domi- up against Vicks Cough 
nated the Indian adver- F= Drops then. It was Sub- 
tising landscape for over ee. 
three decades? 


rata’s campaign that made 
Or, that he will be re- 


the difference and took 
the brand to the number 
membered by thousands of one position. 

his students at the Indian In- I remember discussing 
stitutes of Management in 

Ahmedabad and Kolkataas SUBRATA 


with him the brands he han- © 
dled and those that he did 

‘SSG’, who taught and dis- SENGUPTA 

cussed advertising with un- 


didn’t dazzle, but his work helped the 
brand stand differentiated. 

Many years later, Sengupta re- 
turned to Kolkata and taught at IIM- 
Calcutta. Many of his students would 
remember him as an outstanding tea- 
cher who considered an enquiring 
mind to be more valuable than an op- 
ulent package of perquisites. 

Last year, when he visited Mum- 
bai, I had lunch with him. He told me 
he was working on another book on 
Indian brands that remains unfin- 
ished. He was fit and alert and re- 
searching and teaching with great en- 
thusiasm. His memory will be a 
benediction for many of us who ad- 
mired him and will miss the scholar, 
friend and teacher. a 

| TARUN GUPTA 


not. I respected his judge- 
ment. He never offered any 
matched and unflagging enthusiasm 
and competence? 

I met him for the first time in Bom- 
bay in 1966, when we were looking for | 
an agency for Strepsils, which needed 
a complete makeover. Sengupta 
came to us in Boots from Clarion and 
insisted on a detailed brief. I was in- 


too quickly and thought over every- 
thing that he said. 

But he was, above all, a serious, 
well-meaning teacher. We would of- 
ten meet on a Sunday at his Napean 
Sea Road flat and talk about advertis- 
ing and new authors. He was quiet, re- 


flective and studious. His personality | 
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How in 
Delhi, 
‘Insiders’ 
rehash 
the 
previous 
days 
news as 
private, 
‘for your 
ears only' 
informa- 
tion 


| 
| 
! 























Pretending to 
know it all 





ROFESSOR Amit Bhaduri of Jawa- 
harlal Nehru University once said: 
“Delhi is a derivative city. Anyone 
claiming to be anybody derives his 
position by referring to someone 
else claiming to be somebody.” Hearing him 
say this in the groves of academe in the late 
1980s, I thought it was very witty. Fifteen years 
later and outside of academia, I realise the 
power of his observation. 

Unlike New York City, Washington DC has 


little to say for itself other than being the capital 


of the richest and most powerful nation on 
earth. Take away the richest and most power- 
ful, and Delhi is no different. Although the city 
has begun to attract corporates, Delhi's raison 
d'etre is ‘capitaldom’. Nothing turns on well- 
heeled Delhi males more than claiming to 
know some overwhelming information ema- 
nating from myriad corridors of power. Pro- 
fessing to get it from the honourable minister's 
mouth is even better — preferably if he is a 
member of the Union Cabinet, with his office 
located in the isosceles triangle defined by 
Raisina Hill, Udyog Bhavan and Krishi/Shastri 
Bhavan. And, you are a real big networker if you 
can get people to believe that your information 
comes directly from (say the words softly and 


| conspiratorially) “Race Course Road”. 


The funny thing is that most claims to such 


| ‘knowledge’ are often no other than fifth-hand 
| news—rehashes of yesterday’s headlines mas- 


querading as proprietary taaza khabar. In the 
last seven years, I have met people who profess 
to know many deep secrets of Delhi. Occasion- 
ally, I have tried to assess how much these folks 
actually know. And guess what? In the majority 
ofinstances, they didn't really get the dope from 
the claimed source. Typically, this is how the 
chain goes. A tells B: “Heard from Pramod Ma- 
hajan’s office that the Pakistan tour is hanging 
in the balance.” As soon as A leaves, B will whip 
out his mobile and tell C, D and E: “Listen to 
this. After his meeting with the DPM, Pramod 
Mahajan felt ki Pakistan tour nahin honey wala 


BUSINESSWORLD 16 15 MARCH 2004 











hai.” C, D and E will then whip out their mo- 
biles and fluff it to: “PMO se khabar aaya ki Pak- 
istan tour cancel ho gaya.” Finally, someone 
will say: “PM ne Cabinet meeting mein bataye 
ki chunav ke pehle tour nahin hona chahiye.” 

I have intentionally chosen a bad example, 
because the chain of seemingly private infor- 
mation would soon be seen to be false. But had 
the cricket tour been cancelled or postponed, 
these worthy informants could have claimed 
that they knew ofit long before it happened. 

It is no less bemusing to see how many 
CEOs and industrialists from Mumbai get im- 
pressed by such information from the Delhi ‘in- 
siders’. This has to be Delhi's crowning glory — 
how a small group of people can consistently 
position themselves as purveyors of the capi- 
tal's inside track, and how serious, money- 
making guys who run big businesses in Mum- 
bai believe them. It seems the Bombay-wallas 
are so starved of political gossip that any plausi- 
bly personalised rehash of Delhi news can be 
peddled as private, classified information. 

This information business is a male-domi- 
nated preserve. That isn't surprising because in 
all civilisations there have existed a class of men 
who believe that information is power. The in- 
cessant desire for such males to be in the know 
— and show that they are well-connected and 
powerful — gets to a stage where they need to 
show that they know. That's when the distinc- 
tion between first-hand fact, second-hand in- 
terpretation and fourth-hand fiction gets 
blurred. That’s when irrelevant information is 
‘captured’, embellished and made more juicy, 
immediate and relevant. And since the recipi- 
ent of such information wants to be as much in 
the know as the purveyor, the chain continues. 

Actually, it’s no different from two other 
male-dominated phenomena. How frequently 
have you seen a man ask for directions at the 
first sign of getting lost? And when you ask an 
Indian man for directions, how many times has 
he said “I don't know”? Not knowing is not ac- 
ceptable to most males of the species. W: 
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By continuous toil and research, we've made sure that things haven't changed. 
Except that, if anything, the gap between an IBM PC and any other has widened. 


So what's unique about an IBM PC? Consider this. APC crash can be disastrous. 
unless you have something like the IBM Rapid Restore Ultra’ to restore 
normalcy at the touch of a button. The Embedded Security Subsystem? = 
secures data so effectively that the US Department of Defense feels safe using pentium 4 
it. Access IBM" helps users solve common computer problems by themselves. 





Added to which are a three-year warranty?, award-winning 24/7 Service and 
Support®, PC Doctor and Lotus SmartSuite. And, lastly, the System Migration 
Assistant saves time and resources by helping you migrate data, applications 
and settings to your next system. 


Were confident it'll still be an IBM. 


Call 1600 446767 or go to ibm.com/in/affordable-pc 


to buy direct, locate an IBM reseller or for more information. 


IBM is a registered trademark of International Business Machines Corporation in the US and/or other countries. Other company product or service names may be trademarks or service marks of their 


respective owners. Intel, Intel logo, Intel Inside, Intel Inside logo, Intel Centrino, intel Centrino logo, Celeron, intel Xeon, intel SpeedStep, Itanium, Pentium, and Pentium Il! Xeon are trademarks or 
registered trademarks of Intel Corporation or its subsidiaries in the United States and other countries, Microsoft and Windows are registered trademarks of Microsoft Corporation. Certain Microsoft’ 
Software product(s) included with this computer may use technological measures for copy protection. IN SUCH EVENT. YOU WILL NOT BE ABLE TO USE THE PRODUCT IF YOU DO NOT FULLY 
COMPLY WITH THE PRODUCT ACTIVATION PROCEDURES. Product activation procedures and Microsofts privacy policy will be detailed during initial launch of the product, or upon certain reinstal- 
lations for the software product(s) or reconfigurations of the computer, and may be completed by Internet or telephone (toll charges may apply). “Estimated street price. Sales tax and other levies extra 
Visual used does not represent the actual product. 'Free download/preload. ¿Available on select products only. *Online Web Service and Support. Rapid Restore Ultra, System Migration Assistant 


Embedded Security Subsystem, PC Doctor, Access IBM and Lotus SmartSuite are not available with Linux models. Offer and prices subject to change without prior notice 





IBM recommends Microsoft 
Windows’ XP Professional 
for Business. 


IBM ThinkCentre A30 (8434634) 
e Intel’ Pentium” 4 Processor 2.66 GHz 
(533MHz FSB) 
Microsoft® Windows” XP Professional 
256 MB DDR 
Intel” 845GV Chipset 
40 GB HDD 7200 RPM 
e 48X CD ROM Drive 
° 38.1 cms colour monitor 
e 3 year limited warranty 


Price: Rs. 45, 990/- š; 
IBM ThinkCentre A30 (8434KAN) 


e Intel’ Pentium® 4 Processor 2.4 GHz 
(533MHz FSB) 

e 128 MB DDR 

° Intel” 845GV Chipset 

e 40 GB HDD 7200 RPM 

e 48X CD ROM Drive 

° 38.1 cms colour monito! 

e 3 year hardware warranty 


Price Rs. 33,990/-* 


IBM Multimedia desktops 
Rs. 27,000/-* onwards. 


Choose from below: 

e Processor: Intel” Celeron” Processor or 
Intel” Pentium” 4 Processor 
OS: Microsoft“ Windows® DOS or Linu 
HDD: 40 GB or 80 GB 
Optical Drive: CDROM or DVD CDRW Combo 
Memory: 128 MB DDR or 256 MB DDR 
Stereo speakers 
96 kbps fax modem 
3 year warranty 


IBM ThinkPad R40e (2684LA1) 
e Mobile Intel® Celeron” Processor 2.0 GHz 
e Microsoft® Windows" XP Home 

* 256 MB DDR SDRAM 

e 20 GB HDD 

° 8X DVD ROM 

¢ 35.8 cms XGA TFT monitor 

e 1 year CCI global warranty 


Price: Rs. 49, 990/- š 


(Carry Case included) 


Think Accessories 
Upgrade offer from 15"to 17" colour monitor 
at Rs. 1,750/-* only 


depth 


F the last few months have been 
stressful for Dilip Shanghvi, the 49- 
year-old chairman and managing 
director of Sun Pharma, it isn't 
showing. He is calm, smiles a lot, 
and looks trimmer thanks to hours 


spent on the treadmill. There is nary a ` 


hint in his manner that he has just eme- 
rged from a crisis that nearly upset his 
carefully laid plans for the US market. 
This time last year, Shanghvi and 
Sun were staring at imminent disaster in 
the US. Caraco, the Detroit-based drug- 


maker which Sun was depending on to 


market its drugs in the US, had started 
stonewalling the Indian company. 


Given that Sun had supplied technology | 


for 14 products to Caraco — and it held 
44% of Caraco’s equity — that was a par- 
ticularly rude shock for Shanghvi. 

From Shanghvi’s perspective, the 
Caraco problem couldn't have flared up 
at a worse time. Sun was facing pressure 


in its domestic business — growth had | 


slowed and prices were falling. Shan- 
ghvi was banking on strong growth in 











the US to bolster Sun's performance. 
Over the past three months though, 
Shanghvi has successfully resolved the 
Caraco problem — and emerged stron- 
ger in the bargain. In 2004, Caraco will 
seek marketing approval for seven Sun 
drugs in the US, compared with none 
last year. More importantly, Shanghvi is 
no longer banking on just Caraco. By the 


| end of the next fiscal, Sun itself will have 


applied to market 10 drugs in the US (it 
had applied for none till 2002-03). 

Shanghvi is also on the prowl for ac- 
quisitions in the US and India to bolster 
Sun's product basket and its technologi- 
cal capabilities. And plans are afoot to 
beef up exports to the $6-billion West- 
ern European generics market. If all 
goes well, say analysts, Sun's sales of 
Rs 865-crore (unconsolidated) could 
cross Rs 1,200 crore by 2005-06. 

To get a better sense of the Caraco 
crisis — and how Shanghvi dealt with it 
— one needs to go back a bit in time, to 
1997-98. That’s when Shanghvi bought a 
36.5% stake for $7.5 million in the De- 


troit-based firm. Shanghvi had, at that 
time, sensed that in a product patents 
regime (from 2005), his firm’s future lay 
in markets outside India. His idea was to 
use Caraco’s US Food and Drug Admin- 
istration-approved manufacturing fa- 
cility and distribution network to sell 
Sun’s generic drugs in the US. Sun would 
provide the products that the loss-mak- 
ing Caraco did not have, and Caraco 
would make and market them. This 
would eventually pull Caraco out of the 
red. The US was still unchartered terri- 
tory for most; Sun was only the second 
Indian drugmaker after Ranbaxy to buy 
a manufacturing company. 

But from the very start, things hadn't 
gone well. Till 2001, Caraco couldnt 
make and sell any of Sun's drugs as its fa- 
cilities didn’t match up to FDA stan- 
dards. And, by then, it had racked up ac- 
cumulated losses of $56 million. 

In 2002, things had started stabilis- 
ing. By the third quarter of 2002, Caraco 
had started making an operating profit. 
It had also applied to the FDA to market 








Dilip Shanghvi’s global plans for Sun Pharma hit 
an unexpected speedbreaker in Caraco. But the 














enterpreneur appears to have emerged stronger 


from the crisis, says Gauri Kamath 


14 of Sun's drugs in the US. 

And then, in 2003, Caraco stopped 
doing so even though the Indian firm 
had offered it six new drugs. No one 
could figure out why Caraco had sud- 
denly turned cold to Sun's products. 

It now appears that the problem lay 
with Caraco's independent committee 
of directors — and their dissatisfaction 
with the terms of the contract Sun had 
hammered out with the firm. The com- 
mittee had some large investors, who 





had been with Caraco from the start. 
They were primarily financial investors 
who hoped to exit with a profit once 
Caraco turned around, 

Normally, one would have expected | 
the investors to be happy with the Sun | 
products because these were helping | 

| 


x 
| 
x 
I 
x 
| 
| 
| 
| 
| 
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Caraco get back to profitability. But the 
situation got complicated because of | 
the terms of the Sun contract. It was a 
shares-for-products swap agreement in 
which, for every drug of Sun's that 
Caraco completed regulatory studies on 
(essential before filing for marketing ap- 
proval), Caraco issued a predetermined 
block of shares to Sun. Caraco had to 
take a non-cash charge for those shares 
on its books. The value of that charge 
was linked to its share price and fac- 
tored in a discount as specified under 
US GAAP (generally accepted account- 
ing practices). 

Now, between March and August 
2003, Caraco shares had appreciated 
from around $3 to $12. But the US in- 
vestors feared that the more products 
Caraco accepted from Sun, the more the 
charge in Caraco’s books. Ultimately, 


this could push Caraco back into the | 
red, though only on paper (it was anon- | 
cash charge after all). | 

That's when the investors started | 
soft-peddling. All Shanghvi is willing to | 
say even now is that they had “certain | 
concerns about the overall value of the | 
non-cash charge”. I 

For several months, Shanghvi evalu- 
ated options. The contract between Sun | 
and Caraco had kept the selection of 
products out of his control. But he re- | 
fused to rework the agreement. He felt ` 
Sun deserved the shares as it was re- | 
sponsible for Caracos turnaround. | 

At the same time, Sun was equally | 
worried about Caraco making losses. — 
Sudhir Valia, director at Sun, told ana- | 
lysts in July 2003: “It is a valid concern. | 
We are evaluating options looking at 
Caraco’s share price.” 

At Sun's quarterly conference calls 
with investors, questions on Caracos fil- 
ings would invariably crop up. 
Shanghvi's answer would always be the 
same — none yet. Finally, in October 
2003, Shanghvi informed analysts that 
Caraco had agreed to continue regula- 
tory studies on Sun’s drugs. Caraco had 
been going slow on this. 

There was one crucial difference this 
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| duct the studies for Sun's drugs, it still 


| duced to a contract manufacty 





time though. While Caraco would con- 





had the option not to make an applica- 
tion for marketing them. If Caraco did 
not eventually file, Sun would compen- 


gate for it. With this, Caraco would be re- 





eranda 


distributor for Sun. This was a far lesser 
role than being Suns vehicle into the US, 
its face to US regulators, and eventually 
its subsidiary. It would not own the 
products either because sane would 





| this was be a temporary atangi meni 
_ until Sun found a long-term solution. 


Then in November, the situation re- 






_ Solved itself quite suddenly. The big US 


investors who were opposing the Sun 
products resigned. They realised that 
they couldn't remain directors of Caraco 
and also sell shares in the open market 
without having to report each trade un- 
der insider trading laws. Caraco’s mar- 
ket price had by then fallen to around 
$9. Shanghvi approached his board of 
directors saying Sun would offer to buy 
the shares. (As long as Caraco made 
lasses, Sun did not raise its stake in the 
company as it would have had to con- 
solidate the losses into its own accounts. 
But now that the directors wanted to 
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@ DMFs filed till date** 
@ DMFs DMFs approved 7 
@ DMFs to be flied in 2003-04 
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e DMFs to be filed in 2004-05 


ATOAN ARAIA Ra tatra 


*Caraco has 12 ANDA approvals and 3 pending 
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Sun's product pipeline for the US, Europe (not including Caraco*) 






**Excluding the ones received 
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DMF is a dossier on a bulk drug | 
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exit, and the firm was making a cash 
profit, Sun could buy their stake, in- 
crease its own and get control of the 
company.) 

The board agreed, but set a limit on 
how much Sun could spend on buying 
the investors out. By the third week of 
January, Sun had signed a non-binding 
letter of intent with the investors. It 
agreed to pay $42 million to buy a 17% 
stake in Caraco at $9 per share, This 
would take its stake up to 61% . The Sun 
board approved it on 28 January. A day 
earlier, while announcing its results, 
Caraco said the independent directors’ 
committee would no longer have a say 
in product selection. It would be de- 
cided on the basis of ‘objective criteria’ 
introduced in the contract. 

Sun's deal with Caraco values the 
$45-million US generics firm at around 
$242 million, or five times its sales. In the 
past, Shanghvi has been proud of Sun's 
ability to buy companies cheap, once 
calling it a “bottom-hunting fish”. But 
now he may have ended up paying far 
more for Caraco than what he would 
have planned for. But then, he didn't 
have much choice. “It was an opportu- 
nity for us to increase our stake at what 
we considered to be a reasonable cost,” 
Shanghvi says. 

With the Caraco deal behind him, 
Shanghvi is on surer ground. In the first 
quarter of 2004, Caraco sought approval 
to market one of Sun's generics drugs. 
Six more are lined up for this year. But 
Shanghvi’s sights are set higher. Sun it- 
self has started making its own applica- 
tions in the US for drugs that are too 
complex for Caraco to make, for those 
with large volumes but thin margins, or 
(going forward) for those that involve 
patent challenges. Companies need to 
have a wide product basket to make sig- 
nificant inroads into the US generics 
market. Ranbaxy, for instance, clocked 
sales of $411 million in the US with over 
40 products. Shanghvi is scouting for a 
$50 million-100 million US business 
that will quickly bolster his product bas- 
ket. Simultaneously, Sun is investing in 
research on new drug delivery systems 
and completely new drugs that will 
eventually be sold in the US. 

To make up for lost time in new 
product introductions, Sun is beefing 
up its regulatory and R&D functions. Itis 
preparing to put a legal team in place to 
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“Caraco shareholders look at EPS” 
BW caught up with Shanghvt at Sun's corporate office b in Mumbai. E cer mt. ie | 


J You have sald that you need to figure out a more balanced 1 way for a 
Caraco to account for the shares that are transferred to Sun, is the re 

son to benefit shareholders of both companies? | | 
Our assessment is that the majority of the current shareholders of Caraco have | 
clear appreciation of the future dilution (of Caraco shares). And they are look- | 
ing at the cash earning per ‘share potential of the company. If the company | 
continues to grow, the EPS will continue to grow, As long: as that happens, this | 
is not a negative for Caraco shareholders. U 







W So there is no Issue there? aes: a — e i 
Thatis thesense I get Itis very hard to understand vat verybody is thinking 


W But do you see some other: aco s areh older: waking up one fine y day | 
and saying, hey, this is not good for us? | | 
] think it is very difficult for us to take a iew that somebody will not think of : 
something tomorrow. By and large, I think, shareholders typically vote by | 
either staying with the company or exiting it. I think the pricing a ca q share- u 
holders are the reflection of the confidence in the current structure, 




















fight patent challenges in the US. Itis | mentation technology. The market for 
adopting new practices that will facili- | drugs made through this technology — 
tate better interaction between various | like statins (cholesterol-reducing drugs) 
functions like marketing, HR, interna- | is huge. 
tional business and R&D. x Simultaneously, Sun is training its 
Caraco will go through alean period | sights on the Western European gener- 
| 


ics market. Here Shanghvi will market 
bulk drugs and finished medicines 
tween filing and approval. Of course,in | through partners as he believes the 
2003 it did get approvals forapplications | market is too small relative to the US 
it made in earlier years. But analysts say | and too fragmented to justify large in- 
that even if a couple of key products | vestments. Meanwhile, he is cranking 
click, Sun could be home and dry. Bro- | up exports of branded medicines to less 
kerage firms ICICI Securities and Karvy | regulated markets like Russia, South- 
Stock Broking suggest that Caraco's | east Asia, China and the Middle East. 
turnover could jump to or even cross | Sun plans to enter South America next. 
$100 million by 2006. It is also expected The market has signalled its support 
to source more bulk drugs (the keyin- | for Shanghvi’s strategy. Brokerage firms 
gredient that lends medicines their po- | like Citigroup Smith Barney, ICICI Secu- 
tency) from Sun. Any which way, Caraco | rities and JM Morgan Stanley have 
will play a significant role in Shanghvi's x placed a buy on the Sun stock. As ofnow, 
goal to make international busines the $7.5 million that it first invested in 
account for more than 50% of sales in | Caraco and the shares it received for 15 
three years. x products are together worth $108 mil- 
i 
I 


for some more time though, especially 
since there is an 18-month time lag be- 





But how much of this is doable? “A lion(atapriceof$9.21 per share). Seems 
50:50 ratio between the two is doable. | like the right time for Shanghvi to 
Growth in the US can be created quite ` leapfrog his foreign business? His record 
dramatically,” says an analyst with afor- | in India is strongly in his favour. He 
eign brokerage firm. For instance, in | came in from nowhere in 1983 to make 
2001, Dr. Reddy's made $60 millioninsix | Sun a Top 5 pharma company. And he is 
months in the US, selling one drugon | known to have a strong beliefin his abil- 
| ity to deliver on what he promises. 
Given the pressures of performance, 
Shanghvi’s new passion for staying 
fighting fitisn'thardto understand. W 


which it won a patent challenge. 

Sun also wants to add new capabili- 
ties and has bid for government-owned 
Hindustan Antibiotics, which owns fer- 
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Somewhere between arrival and departure find Crompton Greaves , 


Every day of the week, every week of the year, for the last 67 years 
Crompton Greaves has touched our lives in more ways than one. 
somewhere it helps pump water. Somewhere it lights up your home or 
office or your street. Somewhere it regulates trains. Somewhere it fans you 
pleasantly. Somewhere its critical equipments run the core industry, 
Somewhere it helps our economy grow by exporting worldwide. 
Somewhere or the other Crompton Greaves provides a solution, 





rc cj Crompton 


| | Greaves 
EVERYDAY SOLUTIONS 


website : http://www.cglonline.com 


(C Superbra ») Transformers + Switchgear e Power Quality + Motors & Alternators + Telecom » Fans « Pumps Lights & Luminaires 
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depth 


| IGHT hundred and thirty-four 

Jats cheerlustily as Bobby Deol 

thrusts a knife into a fat, ugly 

man, again and again. Rajen- 

dra Singh Chauhan smiles — 

the manager of Sangam Cin- 

ema in Baraut in interior Uttar Pradesh 
knows the film will be a hit. 

It's a packed first day, first show of 
Nanjibhai Shah's Kismat. Almost every 
man coming to the market town of Ba- 
raut from the 60-odd villages in the 
Baghpat district wants to see the film. 
Sangam is the only theatre in the district 
screening it. 

Earlier, Sangam too showed old 
films. Then it went digital in November 
2003. It’s now one of the 130-odd Indian 
theatres using servers hooked to digital 
projectors that beam pixels onto a 
screen and create the magic of movies. 
Instead of a dark and scratchy celluloid 
print, it now gets a digital copy burnt on 
a hard disc the day a film releases na- 
tionally. So every thrust of Priyanka 
Chopra's hip and every bullet fired by 
Deolare clearly discernible, much to the 
delight of the audience. 

The Jats in Baraut are part of thou- 
sands of people across small-town India 
who are going back to theatres, making 
India a global test case for digital film 
distribution. Only 170-odd theatres 
elsewhere in the world can do what 
Sangam does. That makes India the 
world’s largest digital theatre country 

(See ‘Around the World’). While Holly- 
wood dallies and international atten- 
tion is trained on Brazil and China, India 
is staging a quiet revolution. Compared 
to 25 globally, India has screened 35 
films that have been digitised and put 
on hard discs or CDs, to be shown at the- 

atres like Sangam. What’s more, all those 
who have digitised their theatres are 
raking in profits. You will soon read how. 

All this must be gratifying for Man- 
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| Digitisation Is bringing the 
crowds back to ce 
Cinema in Baraut, U 


| [£] f 


sel > 


mohan Shetty, the man widely credited 
with bringing digital theatres to India. 
Shetty heads the estimated Rs 100-crore 
Adlabs Films, one of the largest listed 
film companies in India. The company 
started seeding its Rs 10 lakh apiece dig- 
ital system in theatres in June 2003. The 
same month, India got its first digital 
film screening — Time Movies’ The 
Hero. In September Shetty collaborated 
with Subhash Ghai’s Mukta Arts to float 
a joint venture, Mukta Adlabs Digital Ex- 


a 






DIGITAL THEATRES 





joined the party; 11 theatres around 
the country now use its equip- 
ment. The business models of 
these companies are different 
(See ‘The Who's Who’), but 


ting moribund B- and C- 
class theatres back to 
profit. “Wait and watch 
the economic revolution 
this technology will bring 
in the cinema industry,” 

predicted Ghai last year. 

The wait is over. 

One hundred and thirty 
theatres later, the results are 
startling, In theatres that are get- 

ting digitised — in Maharashtra, 
Punjab, Uttar Pradesh or West Bengal — 
the average occupancy is jumping from 
8-10% to 20-50%. On good days, it could 
go up to 100%, like it did for Khakee re- 


cently. In small towns like Mangalvedha | 


or Gulewadi in Maharashtra, where the 
maximum collections barely touched 
Rs 6,000-10,000 a week, the newly digi- 
tised theatres are averaging Rs 50,000 or 
more, This is bringing small-town India 
back in the reckoning after long. Most of 


the 130 theatres have signed leases with | 


a Mukta or a Time, who monitor the box 
office collections. So 100% of the rev- 





the idea is the same — get- 








enues they collect are reported. This 
plugs a very old leak in the exhibition 
trade. In every town that has a digital 
theatre, video parlours are shutting 
down. And thatis striking a body blow to 
film piracy. 

“Digital (exhibition) has revived au- 
diences in B-class theatres,” says a tri- 
umphant Shetty. His technology part- 
ner Man-Nang Chong remembers one 
theatre owner from Shahajahanpur, 
Madhya Pradesh, thanking him teary- 


| eyed: his theatre had been shut for 10 


years when Mukta Adlabs installed a 
server and a digital projector. It is now 
up and running to full houses almost 
every week. “We have improved the 
quality oflife in rural areas,” says Chong, 
CEO of GDC Technology, the company 
that provides the servers. “Their (theatre 
owners’) respect in their community 
has increased,” says Sunil Patil, COO, 
Mukta Adlabs. 

Almost all the theatre owners we 
spoke to agreed. “The sound is great, the 
screen looks good, and we get new films. 
We have seen a 30% increase in rental 
income and 40% occupancies. The two 
other theatres in this area don't even 
work,” says Bharat Kundvadatto, a the- 
atre owner in Mangalvedha. “My stars 
have changed,” says a happy Pravin 


hibition. The company has Bhavsar of Yashodeep The- 
already digitised 90 theatres, atre in Gulewadi. 

Close on the heels came Around the As the collections im- 
Time Cinemas from Dhirub- : prove, owners like Bhavsar 
hai Shah's Rs 60-crore Time "ss. Brazil now want to buy the system. 
Group; it claims to have digi- Current 1 So do distributors, who con- 
tised 90 theatres, though the trol many of these theatres 
figure is closer to 30, say in- Estimates | 2,000 2,500 100 and get a share of the collec- 
dustry sources. The Rs 35- (Mar 2005) (Dec 2009)! (May 2004) tions, Little wonder that pro- 
crore Ultra Group, too, has Source: Industry officials and websites ducers are pushing both dis- 


India has just become the world’s largest digital theatre country. 
[t will al the way we make movies.By Vanita Kohli-Khandekar 
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tributors and theatre owners to go digi- 
tal. They are doing that to ensure that 
the films get a better release. “It has 
reached a stage where theatre owners 
are playing one digital equipment com- 
pany off against the other,” says 
Sushilkumar Agrawal, managing direc- 
tor of the Ultra Group. The three compa- 
nies are now playing catch-up with the 
demand. Mukta Adlabs is already work- 
ing on a satellite model (See ‘How it 
Works’), A satellite broadcast can reach 
more theatres at the same time, allow- 
ing a faster scale up, says Mukta Arts 
CEO Pankaj Sethi. Mukta’s target of digi- 
tising 300-400 theatres in the next year 
assumes that would happen soon. 
Chennai-based Real Image Tech- 
nologies will launch its digital theatre 
system by the middle of this year. It now 
offers a range of ‘digital solutions for the 
entertainment industry’ — pre- and 
post-production facilities for special ef- 
fects, and software for digitisation. “We 
are talking to 2-3 people wanting to doa 
large deployment,” says director Senthil 
Kumar. Then there is Jagjit ‘ETC’ Kohli’s 
Mumbai-based Broadband Pacenet, 
which plans to roll outits satellite-based 
digital theatre system by April 2004. If 
you put together all the serious projects, 
we are looking at roughly 2,000 digital 
theatres by the end of March 2005. 


What The Numbers Foretell 

This is not just about 130 or 2,000 the- 
atres. It's about injecting steroids into a 
comatose business. If, say, 4,000 Hindi- 
belt theatres get digitised, run at 50% oc- 


The whos who 


Price for 
digitising a 
theatre (Rs lakh) 


Company 


Mukta-Adlabs 


Time Cinemas 


Theatres 
already 
digitised 


10 90 350 
20 | zooor 


cupancy and charge 
just Rs 15 a ticket, the 
collections could 
amount to Rs 4,300 
crore. That would 
be more than the in- 
dustry’s total de- 
clared revenues 
for the pre- 
vious year, 
including 
collections 
at home and | 
overseas, é ' 
and music - 
and satellite 
rights! What if 
all of India’s 
12,000 theatres 
go digital? The 
industry would 
gross at least Rs % 
13,000 crore — 
about three times % 
its current size. % 
Digital exhibition 
is already changing the 
way thousands of Indi- 
ans watch films. There is lit- 
tle doubt either in the film industry 
or in investment banking circles that 
eventually it will change in several ways 
the making and selling of movies. We 
can fathom only a few of these changes 
now. Just the fact that a company con- 
trols 400 theatres in a badly fragmented 
market gives it enough power to get 
films made to order. All the production 
houses churning out urban-sensibility 
films with multiplex audiences in mind 
now would have to make more of the 
formula stuff that the Baraut Jats and 
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Target for 
March 
2005 


Business model 


Seeding for share of collections, 


rent, or a combination. 
Selling upfront 


k. 









Selling projector, server on rent 
for Rs 5,000 a week. Total unit 
rent: Rs 15,000 a week 
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(Anti-clockwise from 
right) Mukta Adlabs' 
Patil, GDC Tech- 
nology's Chong, 
Mukta Art's Ghai, and 
Adlabs' Shetty: With 
digital theatres, they 
are changing the face 
of small-town India 





their brethren like. That is, if they want 
to ride the growth digital theatres are 
driving. It gives film production compa- 
nies the equivalent of a Wal-Mart in the 
film exhibition market, which in turn 
could revive cinema advertising, a rev- 
enue stream running dry for years. 
Mukta Adlabs already has advertisers 
like Hero Honda, Castrol and Amaron 
running campaigns across the 50-odd 
small-town theatres it controls in Gu- 
jarat and Maharashtra. The ads are sim- 
ply inserted into the hard discs that 


Comment 


Most robust roll-out. Strength: 
Mukta's distribution and Adlabs' 
processing 


Patchy roll-out, cumbersome 
options, It's the server that gets 
changed with every film 


Real Image 
Broadband Pacenet 7 
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* The company claims 90 
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Selling outright Mid-2004 launch 


Selling upfront and seeding 


Mid-2004 launch 


Source: Industry estimates 


carry the film every Thursday night to 
the theatre. Sethi is hopeful of the 
stream growing even stronger: “In time, 
advertising should equal theatre rev- 
enues.” 

But are we missing the bigger pic- 
ture? After all, some large global players 
have tripped in this market. Boeing Dig- 
ital Cinema, a division of the largest air- 
craft maker in the world, started offering 
satellite-based digital cinema solutions 
just a few years back. After 30 installa- 
tions, Boeing is looking for a buyer for 
this division. The celebrated Techni- 
color-Qualcomm tie-up also fell 
through recently. Both were dragged 
down by Hollywood's inability to resolve 
standards or figure out who would pay. 
The only promising projects are in 
Brazil, China, Singapore and India. 


Why Digital Theatres Rock... 


After a film is completed, distributors 
make prints for release. A film in India 
could release with 12,000 prints at the 
most — one for each theatre in the 
country. That is not viable at Rs 60,000 a 
copy. So the average film releases with 
150-200 prints nationally and a big one 
like LOC or Khakee with 400-450 prints. 
Once these are done with the big cities, 
they move to smaller towns. In the 
meanwhile, piracy eats into the poten- 
tial business in small towns. When the 
print reaches a small town, it’s scratched 
beyond recognition. Chong, Shetty and 
Patil remember watching a film on cel- 
luloid in Falton in the prosperous sugar- 
cane belt of Maharashtra in February 
2003. “I couldn't understand how peo- 
ple were watching it; there was nothing 
to see,” remembers Patil. No wonder oc- 
cupancies hover below 10%. Add an- 
other factor: ticket prices in a Sangam 
are Rs 5-20, against Rs 60-150 in the big 
cities. So whatever they do, small-town 
and B-class theatres cannot deliver ei- 
ther in volumes or value. Most manage 
to survive by under-declaring. You 
could say that piracy and under-decla- 
ration are true for Mumbai or Delhi too. 
But the Rs 3,000-crore investment com- 
ing into the big-city multiplexes or 
retrofitting of old theatres is looking af- 
ter that with ticketing machines and 
sales databases. 

Incidentally, what is true for B-class 
theatres in India is true for most other 
film markets. The cost of getting a print 








out in the market is anywhere between 
$1,200 and $1,500 (Rs 54,000-67,000). A 
regular release in the US involves at least 
4,000-6,000 prints costing about $9 mil- 
lion. It still doesn't cover all the domestic 
theatres, forget the foreign ones that 
bring in half of Hollywood's revenues. 
Little wonder then that it loses about 
$2.5 billion to piracy every year. 


s. And How They Started Rolling 


Enter digital. The technology has been 
around for some years now. The advan- 
tages of the low-cost digital prints are 
known. But who would invest Rs 10 
lakh-80 lakh? That is the price digital 
systems have retailed at for long de- 
pending on quality. The distributor, who 
spends just Rs 2,700 to make a digital 
copy, gets an equal share of the goodies 
as the theatre owners who have to invest 
in large amounts. Even Hollywood has 
not been able to re- 
solve this conflict of 
interest. To crack 
the problem, Mukta 
Adlabs decided to 
seed the market to 
convince owners 
that going digital 
would help them 
make money. 

For example in 
June 2003 Mukta 


Adlabs took 
Bhavsar’s 
Yashodeep Theatre 


in Gulewadi on a 
three-year lease. It 
installed a GDC server and a DLP (a 
global brand in digital projectors) pro- 
jector in the theatre and pays Bhavsar Rs 
12,000 in rent every week. Everything — 
from getting a film print, converting it to 
digital for Rs 1 lakh or so, and transport- 
ing the hard disc to the theatre — is 
Mukta Adlabs’ job. In exchange, it takes 
in all the box office collections at 
Yashodeep. After the lease expires, 
Bhavsar could buy the system or renew 
his lease. In some cases, Mukta Adlabs 
could offer the owner a share of the rev- 
enues. In others, the equipment could 
be sold outright. As the market matures, 
Mukta Adlabs hopes that more distribu- 
tors and theatre owners buy the equip- 
ment on their own, enabling a faster ex- 
pansion of the total market. 

“In both models, eventually, each of 
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the three parties — the digitisation 
company, the distributor and the the- 
atre owner — would get a third of the 
revenues,” says Kapil Bagla, senior vice- 
president of Centrum Finance, which 
advised Adlabs during its IPO and con- 
tinues to do so. Irrespective of the 
model, a theatre is expected to break 
even within 18 months of installation. 
Most have kept to that timeline so far. By 
March 2005, Mukta Adlabs’ share of rev- 
enues of its 90 digital theatres would tot 
up to Rs 5 crore or so. That puts it well on 
the way to breaking even on the (cur- 
rently) Rs 12-crore project. 

Two things have worked for Mukta 
Adlabs, First, in each of the regions it en- 
ters, the company ties up with major 
distributors. For example, Patil is a ma- 
jor distributor in Maharashtra who con- 
trols over 40 theatres. He chose to be- 
come an employee with Mukta Adlabs, 








Time Cinemas’ Shah: “Only digitisation can kill piracy” 


It was on the basis of the trust that the- 
atre owners had in Patil that they agreed 
to sign a lease with Mukta Adlabs. That 
took care of any initial resistance. Alter- 
natively, it may also work on an informal 
basis, like with distributor KS Entertain- 
ment in the North or Venkatesh Films in 
West Bengal, who buy the equipment 
from Mukta Adlabs to seed or lease it to 
the theatres they control. So irrespective 
of whether the theatre owner buys the 
equipment directly from Mukta or the 
distributor, the technology is standard. 
Second, the prices. GDC cut the 
prices of its system to a fourth of the in- 
ternational rates to make the project vi- 
able. It also worked hard at making the 
server sturdy enough to take the condi- 
tions in B- and C-class towns in India. 
Also, Mukta Adlabs and GDC have en- 
























couraged theatre owners to not raise 
ticket prices. In Maharashtra, Mukta Ad- 
labs even lobbied to have the entertain- 
ment tax cut from 50% to 15%. 

Time and Ultra follow somewhat 
different models. For reasons known 
best to itself, Time changes servers with 
every film. Though the numbers for 
these two companies are much lower, at 
30 and 11, respectively, they prove the 
broader point about digital theatres 
working in India. 


Keeping in Step With World Music 


One could argue that notall the technol- 
ogy is top-of-the-league. The essential 
differentiator between high- and low- 
end systems is the projector. The best in 
the market — DLP digital projectors 
from Christie’s or Barco — costs up- 
wards of Rs 40 lakh. Real Images Kumar 
reckons that the colour, resolution and 
contrast are what set them apart. 
Though Mukta Adlabs offers a high- 
end, three-chip projector for more than 
Rs 4.5 lakh, what's more viable in the 
market is its low-end, single-chip offer- 
ing priced just over Rs 3 lakh. So even 
while GDC’s server has been approved 
by the Digital Cinema Initiative, a body 


set up by seven major Hollywood stu- | 


dios, the total solution is a low-end one. 
Time and Ultra’s equipment, too, are not 


really high-end, Time, for example, uses | 


Proxima LCD (liquid crystal display) 
projectors that a competitor says will 
“deteriorate in two years”. 

To be fair, none of the players pre- 
tend that theirs is the last word on digital 


cinema technology. “Overseas, they use | 


j es 
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theatres. “They have made a mistake. 
You have to choose good theatres too, 
not just the ones that are getting films 
late,” says Kohli. Chong disagrees: “Mul- 
tiplexes anyway have very expensive, 
top-class projection.” At their current 
prices and technology, there is very little 
value that digital systems can add. Fora 
paradigm shift in projection quality, ex- 
hibitors would have to invest in equip- 
ment costing more than Rs 40 lakh. It’s 
an unattractive proposition at the mo- 
ment, says Chong. 

For now, speed and monopoly are 
the real issues to fret about. Reports sug- 
gest that the roll-outs 
by Time and Ultra are 
happening at a very 
tardy pace. There's the 
whiff of a monopolistic 
situation emerging. 
Mukta Adlabs is likely 
to control at least 400 
theatres by the end of 
2005, and all would 
have to troop to Adlabs 
for creating a digital 
print. Albeit this would 
be true for any player 
with a large roll-out, 
since most are using 
proprietary technology 
for encrypting the digi- 
tal copies to guard 
against piracy. But this 
part of it can be easily 
sorted by getting all the 
companies to agree on 
standards, reckons Kumar. 

The more worrying issue would be 
one of speed of roll-out. That will deter- 
mine whether the world’s largest film in- 
dustry will become one ofits most prof- 
itable too. The entry of Broadband 
Pacenet and Real Image this year, with 
their steep targets, should help. 

Then there are some global ambi- 
tions. “We are trying to form the largest 
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a very high-end solution. That is not | digital cinema chain in the world. Even- 


possible here with ticket prices of Rs 5- 
10,” says Shah of Time. For the quality 
that small-town India is used to and the 
ticket prices it can afford, this is ade- 


quate. The current projection quality is | 


so bad that digital, even in its current 
version, is “ten times better”, says Patil. 
There's a divergence of opinion on 
why the higher-end digital systems are 
not installed at multiplexes or A-class 
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| tually we will be wherever Hindi cinema 


is —- Malaysia, Singapore, the UK, or 
elsewhere,” says Patil. The drivers of 
growth in these markets are the same as 
those in small-town India — late prints 
and dodgy theatres. The hope is to bring 
in the money DVD pirates make in the 
overseas markets. After all, the Punjabis 
of Southall would appreciate quality as 
much as the Jats of Baraut do. mt 
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HE smelting furnace at Hindustan Zinc’s plant in 
Chanderiya, 110 km from Udaipur, is a monstrous 
structure with an 18 sq. metre hearth and a 21.5 sq. 
metre shaft. Its glowing, crimson insides resemble 
a scriptural heil. A large molten orange mass is be- 
ing churned continuously and somewhat pur- 
| posefully, while blazing fires set off angry red sparks 
@ in every direction. All this at a temperature of 1,200° Celsius, 
| where men would fry in minutes. In summer, when day tem- 
|| peratures in Rajasthan cross 50° Celsius, the area surrounding 
| the furnace also begins to resemble that inside, even though 





































| latory bricks. 


x | the city’s posh districts, the address of lords, earls and dukes, 
1 where a nice house could cost upwards of £20 million. In one 


4 faraway Chanderiya which he owns and equally the tony 
=, Mayfair house (which he owns as well) are just two parts ina 
| series of moves being played out currently to build a global 
| business empire. Others include picking up Brian Gilbertson, 
| metal maven and former CEO of the $15-billion BHP Billiton, 


sive and... Anil Agarwal. | 


Anil’s dream 


To make India as big a market as China 
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the furnace’s walls are lined with 20-inch refractory and insu- _ 
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and a debutant in the 2004 Forbes list of billionaires, owning 
the Mayfair house and the Bentley he drives, and all the luxu- 
rious parties he throws, Anil still remains an outsider to the 
business establishment, both in London and in Mumbai, 
where he lived earlier. Some argue he lost the tussle to buy In- 
dal to Kumar Mangalam Birla in 1998 because he made the es- 
tablishment uncomfortable. These days Vedanta has been un- 
der greater scrutiny because the City (in London) is still 
tentative about him. Yet, increasingly, people are also begin- 
ning to take notice. Laura Tyson, dean of the London Business 
School, recently asked him to take lectures (he refused), even 
as the British press has begun writing on him — though most 


_ ofitisn’t flattering. In Mumbai, business historian and manag- 


Mayfair in central London isn't as inhospitable. It’s one of | 


| such three-storied structure, on 44 Hill Street, lives and works _ 
Í aswarthy, barrel-chested, middle-aged man who speaks Eng- — 
4 lish somewhat haltingly. For whom the scorching smelter in | 


| to be non-executive chairman of his London-based holding | 
| company, Vedanta Resources; and convincing P Chi- | 
| dambaram, former finance minister of India, to be on its | 
board. It's a plan that’s at once ambitious, audacious, aggres- 


ing editor of The Smart Manager Gita Piramal says there is a 
“sneaking admiration” for Anil among the members of India’s 
business dynasties. “And whenever he crops up at cocktail or 
dinner conversations, they want to know Is he for real?’ ” 

Though Anil is less of an outsider in India than in London, 
it's a question that’s not entirely out of context. He has hitherto 
been known as the owner of Sterlite, a company with interests 
in optical cables and copper, and as the man who took on the 
Birlas. But like any arriviste who thinks unconventionally, he is 
onto something different and very big. Something that could 
not only establish him as one of Indias blue-ribboned entre- 
preneurs, but also end up repositioning India. 

India’s recognition as an economic superpower in the 
making has had much to do with its performance in knowl- 
edge-based industries such as pharmaceuticals, information 


_ technology and business process outsourcing. But Anil is be- 


So far, despite being the founder of a $1.4-billion business | 


ginning to add another dimension to this phenomenon. He is 
Anil Agarwal has put 
the Indian metals 
industry on the world 
investor map. And he 
is just getting started. 
By D.N. Mukerjea 
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VEDANTA RESOURCES 


out to create a global minerals and metals business, right here, 
in India. In the past three-odd years, Anil has acquired both 
Hindustan Zinc and Bharat Aluminium through the govern- 
ments privatisation programme, bought mines in Australia 
that'll feed his Indian metal refineries, and, finally, has raised 
over a billion dollars by listing Vedanta, his new holding com- 
pany that sits on top of all his existing outfits (See ‘Making 
Vedanta Work’), on the London Stock Exchange. 

Anil isn't the first Indian to burst on to the metals scene 
globally. His friend, mentor and fellow Londoner, Lakshmi 
N. Mittal is all set to become the largest steel producer in 
the world. But Anil points out that all of Mittal’s invest- 
ments have so far been outside India while Vedanta will 
build a globally competitive non-ferrous metals business 
— primarily in copper, zinc, aluminum and alumina — 
here. His markets will, of course, be all over the world. “At 
the time of the Vedanta listing, I sold global investors the 
Indian minerals and metals story; its something that has 
never been done earlier. And the response was overwhelm- 
ing.’ He takes pride in the fact that he is the first to put the 
Indian metals business so forcefully on the overseas in- 
vestor map. (“So far, the story they knew was IT; this is 
different,” says Chidambaram.) It also appears Anil 
likes wearing his nationalism on his sleeve. (Why 
else give a distinctly Indian name to a company 
listed in London?) 

The patriotism and the chutzpah to push 
boundaries are easy to see, say 
those who know Anil. His 
willingness to battle the 
Birlas marked him out as 
gutsy forever. B.N. Mit- 
tal, who was chairman 
of Hindustan Zinc 
when Anil bought the 
company in April 
2002, met him for the 
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first time around 1989-1990. “I clearly remember him telling 
me that one day he'd have significant presence in non-ferrous 
metals globally,” says B.N. Mittal, who is now an independent 
consultant. Liberalisation was still two years away and Sterlite 
was then a small company. A few years later, Piramal was on a 
Mumbai-London flight with Anil. Sterlite’s copper project at 
Ratnagiri (Maharashtra) was passing through rough weather 
then; the project would later be shifted to Tuticorin (Tamil 
Nadu). “Anil remarked that India was a land of opportunity, 
which could be unlocked if only Indian entrepreneurs had 
more guts,” says Piramal. Many see him as brash, an upstart, 
but the other side is he is very action oriented, she adds. 


UT beyond his pluck Anil is also a master of timing things | 
beautifully. (His entry into jelly-filled cables in 1988 coin- 


cided with the telecom expansion.) And he believes that this is 
the time to strike deep into non-ferrous metal territory. Two 
things will back-up his assault: one, the location where he op- 
erates, and two, the privatisation opportunity. 

Contextually, one of the 
long-term trends underway 
currently is the shifting of 
metal markets away from the 
developed countries to the 
developing ones, primarily 
those in Asia. The tables on 
the right illustrate the shifting 


patterns. Consumption in the Developing 





developed world is a flattish 
line while the line curves up- 
wards for the developing 
world. Production patterns 
are also following consump- 
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tion trends. Asia already ac- ene 
counts for 40% of the world | 8,000 
aluminium market, and 45% | 4,000- Developed 
each of the copper and zinc 04 
markets. Anil wants a big 2000 
piece of the action. The broad 
trends are of course visible to 
all. But Vedanta’s founder seems to be the only one so far who 
has made a passionate play for this market. 

The engine powering most of Asia's demand has been 
China. It accounts for roughly 17% of the world’s copper, alu- 
minum and zinc consumption. Anil is betting that the China 
story will be repeated here. The set of statistics that Anil is ob- 
sessed with is shown on page 28; it illustrates comparative 
consumption patterns in China and India, and lays bare what 
Anil is banking on — a high-growth economy driving metals 
consumption. “If China can do it, why not India? All balance- 
sheets of multinationals say China, China, China; I said, why 
not India.” (The Vedanta issue indicates many financiers 
around the world have backed that proposition.) 

And helping him emerge as a significant force in the region 
will be the erstwhile public sector units. “To create the kind of 
infrastructure that the government has is very expensive. I 
have acquired that and all I am trying to do is get the infra- 
structure to deliver more. I have gone the whole hog with the 
government on this issue of privatisation and have been criti- 


2006 








cised for that, but I knowin the end I will win.” 

Both Hindustan Zinc and Bharat Aluminum added 
around Rs 2,000 crore to the groups (primarily Sterlite) topline 
and helped the outsider barge into a sector so far controlled 


_ either by the state or the business establishment — the Tatas 


and the Birlas. In fact, had Anil not acquired Hindustan Zinc 
and Bharat Aluminum, he would perhaps have restricted his 
ambitions only to copper, which Sterlite was already manu- 
facturing. (In 1995 he had bought Madras Aluminum, but it’s a 
smallish producer of the metal.) Seen strategically, Anil has 


_ picked up two of the three best public sector metal units avail- 


able and kept them out of reach of competition. Forever. In- 
siders say that when the third, National Aluminum, comes up 
for privatisation, he'll make a bid for it, perhaps with a partner. 
These acquisitions have earned him the ire of politicians who 
believe he acquired assets cheap (he bid higher than the Bir- 
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The global market is shifting 
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las) and used his political connections (Anil is known to be 
close to Laloo Prasad Yadav, Jayalalithaa, Sharad Pawar and 
some senior BJP leaders). But in business, controversy is a 
small price to pay for strategic gain. 

Little wonder, over the past few months, most of the 
groups efforts have been directed towards making Hindustan 
Zinc and Bharat Aluminum world class. Anil’s younger 
brother Navin (who keeps a close watch over operations) and 
head of finance Tarun Jain are turning the companies around 
and making them globally competitive. Enhancing efficiency 
levels swiftly is their competitive advantage. At the heart of it, 
says Navin, it’s all about cutting bureaucracy, reducing deci- 
sion-making time, and empowering people. 

Consider Hindustan Zinc. As former chairman, B.M. Mit- 
tal says he lobbied the government for months to put up a 
captive power plant for the Debari (Rajasthan) smelter. 


the performance 





But the stockmarket is cold 


Vedanta’s comparative stock performance on the LSE 
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(Power accounts for 60% of smelting costs.) “We even short- 
listed a Wartsila plant; but since their tender wasn't the lowest 
cost, it never happened. Once the Sterlite management came 
in, they quickly installed the same plant and reduced costs.” 
His obvious summing up: it’s not as if the private sector has 
better people, but they have fewer hoops to jump. That makes 
them more effective. 

Kuldip Kaura, chief operating officer of Vedanta and also 
managing director, Hindustan Zinc, interprets this from an- 
other angle: “The idea was to signal very quickly that we were 
serious about improvements.” And the Rs 55-crore Debari 
power plant that came up within four months of takeover was 
the first big signal sent out. Besides this, performance-linked 
incentive payments were introduced for officers, best prac- 
tices were shared across the company, a daily production re- 
port was shared across 18 senior managers (earlier it went 
only to the managing director), a voluntary retirement 
scheme was introduced that reduced overall employee num- 
bers from 8,143 to 6,066, costs got shared, and so on. 

‘Now the numbers: between 2001-02 (pre-disinvestment) 
and 2002-03 (post disinvestment) production of zinc in- 
creased from 1.76 lakh tonnes to 2.07 lakh tonnes (it’s 1.09 lakh 
tonnes as of 30 September 2003), while revenues grew from 
Rs 1,277 crore to Rs 1,528 crore (as of nine months ended De- 
cember 2003, revenues were at Rs 1,534 crore), while free cash 
flows increased from Rs 137 crore to Rs 358 crore. More impor- 
tantly, the company’s cash cost of production fell from $850 
per tonne to $663 per tonne. “We are hoping that by March 
2005, it'll drop to $500 per tonne and we'll then be one of the 
lowest cost producers in the world,” says Kaura. 

Internally, executives admit that Hindustan Zinc’s perfor- 
mance gave Anil the confidence to make a strong case of the 
benefits of privatisation a part of the Vedanta story. And that's 
why the Chanderiya smelter matters so much! 

A similar exercise is also underway at Bharat Aluminum. 
But since the acquisition got heavily politicised, and the plant 
shut down for 67 days shortly after it was acquired in March 
2001, the results haven't been as impressive. Despite that, the 
critical cash cost of production has dropped from $1,597 on 31 
March 2001 (around the time of disinvest- 
ment) to $1,121 by 30 September 2003. 
(The lowest in the world are in the sub- 
$1,000 range, and Bharat Aluminium’s two 
rivals, Hindalco and Nalco, manufacture 
at such levels.) Meanwhile, for the copper 
business, which has historically been un- 
der the Sterlite management (read private 
sector), the cash cost of production on 30 
September 2003 was 8.6 cents per pound, 
one of the lowest in the world, down from 
13 cents in March 2001. The Vedanta fi- 
nancial numbers alongside show how the 
return on capital employed has improved. 

These numbers demonstrate that 
within Vedanta there is a continuous at- 
tention given to churning out metals effi- 
ciently. “We keep reminding ourselves 
that, if the whole metals business comes 
crashing down, we should be the last to 
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perish; and the only way that can happen is 
if we are the lowest cost producer. Period,” 
says Jain. 

So, in parts, Anil’s plan resembles Lak- 
shmi Mittal’s strategy of buying state- 
owned assets and turning them around. 
And just like Mittal, who was an outsider a 
decade back in the West, Anil too could 
emerge top dog if the various pieces of his 
strategy come together. 

Recently, some London-based analysts 
have questioned his strategy of betting so 
heavily on the Indian market. They argue 
that structurally, the Indian economy is be- 
ing powered more by the services sector, 
and not manufacturing, as China’ is. 

While they may have a point, it’s not as 
if Anil has made his call purely for national- 
ist reasons. Over a 20-year period, alu- 
minum, zinc and copper consumption 
have grown barely by 5%, compounded annually. But recent 





Anil’s brother Navin 
Agarwal has made 
the group companies 
globally competitive 


figures show a different trend. Consumption of refined copper | 


increased by 8% to 2.78 lakh tonnes in 2002 over the previous 


year, while that of zinc by 7% to 3.06 lakh tonnes and alu- | 


minum by 2.7% to 6 lakh tonnes. 

A look at the chart on page 28 shows that it was only after 
the Chinese reforms process was substantially underway, 
circa 1989, that the consumption pattern changed drastically. 
While the 20-year trend shows a growth of 10% roughly across 
the three metals, the rate after 1989 is far higher. If India fol- 
lows the same pattern, its 5% growth could more than double. 
Says Bharat Aluminum managing director T.L. Palani Kumar: 


Timing Vedanta 


CALL it serendipity, luck, or just an uncanny sense 
of timing, Anil Agarwal’s big push comes at a time 
when the metals business is booming globally. Rajat 
Kohli, the London-based director (corporate fina- 
nce) of HSBC, believes that commodities are in the 
midst of a super-cycle. There are many factors 
behind this: strong buying by China, the global 
economy in the cusp of a turnaround, a weak dollar 
and supply constraint in some metals. What this 
means, say some analysts, is that the cycle will 
stretch out to 5-6 years instead of the normal 3-4. 
Hedge funds have taken long positions on com- 
modities. And for the first time in 13 years, the close 
correlation between the 10-year US treasury bonds 
and commodities has broken down, and investors 
are more bullish on commodities. 

This uptick is not without apprehensions. “There 
are some short-term fears about China. What if it 
overheats, or what if it is just stock building. Also, 
since China doesn't buy uniformly, you may see 
small peaks and falls,” says Rajat. But the reason 
why he and other analysts believe the cycle will stre- 


“In the last decade or so, China became the 
single largest consumer of metal. And you 
are seeing a huge infrastructure build-up 
happening in India today.” 

That could explain why over the next 
four years close to $2 billion (some of it will 
also come from internal accruals) will be 
poured into new smelters, increasing ca- 
pacity of the existing ones, new power 
plants, essentially the works. (See ‘Vedanta: 
Planned Projects’) 

But it’s not just the India market that 
Anil is gambling on. As mentioned earlier, 
as the market shift towards Asia gets more 
pronounced, he sees himself emerging as a 
significant regional player. Thanks to his 
low-cost base and the geographical advan- 
tage of being based here. Currently, the de- 
mand in Asia is met both by Asian produc- 
ers (mainly in China and South Korea) and 
by others from around the world. 

There are different ways to play the metals game. For one, 
he could simply export metal. He could also take the ‘tolling’ 
route, a process where a smelter refines metal for another 
company for a predetermined fee. 

Take zinc. Some of the biggest reserves of zinc concentrate 
are found in Australia. Much of this is exported (mainly to Eu- 
rope followed by South Korea and China) for refining, because 
there's a lack of adequate smelting capacity Down Under. “So 
what's stopping us from using our Vizag smelter to toll zinc 
from Australian concentrate; their ships will have to go barely 
half the distance,” says Kaura. 


SANJIT KUNDU 


Shanghai will hold the World Expo in 2010. And as 
the chart ‘Vedanta: Planned Projects’ shows, com- 


| pany officials hope a lot of their new capacity will 
| come on stream while the prices are strong, by 2008. 


C.V. Krishnan, former director at Sterlite, and 
currently CEO, Sankara Nethralaya, says smart 


| metal players should never plan a strategy based on 





commodity swings but on more fundamental 
aspects of business. “The one thing I learnt was that 
while there are great analysts in the world, there is 
no art or science, or person capable of predicting 
either the demand or supply, or commodity prices 
and their interrelationships.” 

But while that may be so, Anil surely seems to 
have made tactical use of the upswing. In March 
2003, when signs of the metals’ pick-up were visible, 
the possibility of listing on the London Stock 
Exchange cropped up. Till then, Anil was looking at 
listing in Toronto, Canada, where he already had a 
company. By April, Project Sapphire, as the Vedanta 
Resources listing was codenamed internally, was 
well underway. The listing finally happened on 10 
December 2003, roughly a year after Anil began 
considering Toronto. And it surpassed the 


tch is that Beijing will host the Olympics in 2008 and | company’s expectations. 
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Anil is also looking at co-opting mainland China into his 
grand plan. There are no plans to set up any manufacturing 
base there. However, scouts have been already sent to see if 
other opportunities exist. 

Through September and October 2003, two delegations, 
one for copper and one for zinc, visited the Middle Kingdom. 
There are some plans for exporting zinc concentrate there. 
China is a net importer of it. But bigger than zinc concentrate 
will be the opportunity in alumina. China is currently its big- 
gest buyer globally. That's one reason why Vedanta is setting 
up a million tonnes per annum alumina plant in Orissa, ex- 
pected to go on stream in March 2007. There is a global short- 
age of alumina today, which is driving prices through the roof. 
Alumina prices are today at 25% of the London Metal Ex- 
change aluminum prices, up from 10% two years back. 

It is also possible that metal producers from these two gi- 
ant economies will compete among themselves in the re- 
gional (and global) marketplace. Despite its huge domestic 
consumption, China turned exporter of aluminium recently. 
That could also happen here. Vedanta isn't the only one ramp- 
ing up capacity; the Birla-owned Hindalco is doing something 
similar. Then, while costs will play a huge role, so will other 
factors. And that’s why London is so important for Anil. 


HERE is, of course, something decidedly colonial about the 
global mines and metals industry. The business model was 
exploitative — while the mines were spread across colonies in 
Africa, Asia and South America, the companies that controlled 
the mines were located in European capitals. That’s how Lon- 
don emerged as the mining centre of the world. Though old- 
style imperialism is dead, given that you can’t shift mines 
around, the industry structure hasn't changed much. London 
still remains the hub of the global mines and metals industry. 
And Anil was very clear that he wanted to get a piece of that ac- 
tion. He moved there in 1998. (While he flirted with the idea of 
listing in Canada, he settled for London. See ‘Timing Vedanta’) 
For Anil, London has brought its own set of contradictions 
— it’s got its pluses, but also makes Anil particularly vulnera- 
ble. Start with the benefits. A London address works wonders 
in the metals business, says Kaura, in terms of being able to 
negotiate deals globally, and because the multiples on metal 
stocks are higher in London than in Mumbai (P/Es upwards of 
15 compared to 5). It, most importantly, allows Vedanta to 
benchmark itself against the best in the world — advantages 
that go beyond just the equity markets. (There's a debate in 
some circles in Mumbai over why the Birlas haven't looked ata 
London Stock Exchange listing. After all, Hindalco also has ex- 
pansion plans worth a few thousand crore. The commonest 
answer is that they don’t need to since as a group they can very 
easily rustle up the cash here. But that’s looking at the benefits 
of London from too narrow a perspective.) 

But the flip side is Anil is under far greater scrutiny than he 
has ever been. Especially because he is who he is — the out- 
sider. And Anil has begun working on that. 

While the Mayfair house is one part of that positioning ex- 
ercise (“Dress and address is important,” says Anil inimitably) 
what is seen as a master-stroke is getting South African Brian 
Gilbertson on board as non-executive chairman of Vedanta. 
He is a heavy hitter and a City favourite, having successfully 
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merged South Africas Billiton with Australia’s BHP Gilbertson 
was someone Anil admired for long. Sensing an opportunity 
when Gilbertson was having problems with his board, Anil of- 
fered Gilbertson the job. Gilbertson first refused, then toured 





the operations here, was particularly impressed with the Tuti- 
corin plant, and went on to join Vedanta. A compensation 
package — annual fee of £350,000 plus stocks worth £5.5 mil- 
lion-7 million — also helped. 

Many in London's financial circles see Gilbertson crucial to 
Vedanta. Though Vedanta was issued at 390 p, its price has 
since been beaten to current levels of 340 p. Its valuation is 
lower than that of other mid-size London-listed companies 
such as Lonmin, Antofagasta and Xstrata. There are a whole 
range of reasons being attributed — from investment banks 
and brokers who are now getting their back by talking the 
stock down because they weren't given enough time to partic- 
ipate in the listing, to alarm over the Indian government's cut 
in import duties of metals, to questions on Sterlite’s past trans- 
actions, to sheer xenophobia. A senior banker says that the 
City takes far less kindly to outsiders than, say, Wall Street 
would. “Even Billiton had the same problems when it first 
came here, and Brian has a good sense of what's happening.” 

That explains why Mineweb, a trade journal, recently put 
out an article entitled ‘Can Brian buff Vedanta’s image?, w wt 
even commented on the way Anil speaks (“Asartight 
pected, Gilbertson,...did most of the talkin: š 
because he is well known... but also because Agarwal’ 
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COMMISSIONING 


Jan 2004 Jan 2005 





New production: 170 ktpa 
Capex: $335 mn 





is not wonderful”). Gilbertson, while ad- 
mitting that the stock price is an area of 
concern (“But I wouldn't be unduly wor- 
ried, since I’ve seen it happen before”), sees 
things differently. He sees his role as help- 
ing the company grow bigger, managing 
global mergers and making it look more 
like a global metals outfit. 

Each of these is a challenge for Anil. 
Consider that with the new projects, over 
the next few years Vedanta will breast a 
turnover of $4 billion-5 billion. Though the 
company that Vedanta is somewhat emu- 
lating internally is CVRD, a $5-billion Bra- 
zilian outfit in iron, alumina and copper, fi- 


erwise. Now, a $4 billion-5 billion size will 
give Vedanta enough firepower to also grow through acquisi- 


pected to do an encore. (For example, the group is currently 
negotiating mine acquisitions in Australia and Zambia.) 
But more pertinently, Anil and Gilbertson will have to cre- 


ing how hedge funds positions move prices on the London 
Metal Exchange. Internally, this, and not timely project execu- 
tion, which people believe is reasonably de-risked, is seen as 
the biggest challenge. Outsiders see Sterlite (and by extension 


scalped in the past two years, say that besides their line re- 


systems and processes as is done in MNCs. 
Sitting out of Bangalore, president (group HR) 





Jan 2006 





Ex-BHP-Billiton head 


nally Anil will like being closer to a Rio Tinto Brian bertso ing recruited reflect changing realities for 
($8.4 billion), BHP Billiton ($15.6 billion), or will h = haga dd the " Anil: “We are notlooking so much for oper- 
an Anglo American ($15.14 billion); hedbe lobal touch ational people, but those who have a global 
short-selling himselfto his conscience oth- g business sense, can work with expatriates, 


tions. And having done it once for Billiton, Gilbertson’s ex- | 


ate a truly world-class organisation that can compete against | 
the best. Though low cost of production does play a huge role | 
in the success of any metals company, globally other things | 
also make a difference — from the ability to enter privileged | 


relationships with both buyers and suppliers, to understand- | 
| though Kaura wanted the acquisition to stabilise first. This de- 


Vedanta) as a company where the only people that countare | 
the brothers Agarwal and Jain, who has been with them for 20 | 
years. Some of that is changing — both Kaura (ex-ABB) and ` 
Palani Kumar (ex-New Holland Tractors), who have been 
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Vedanta: 
Rampura Agucha Korba I Orissa 
PI 
anned Zinc mine | Power plant Alumina refinery 
pro j ects $ New production: 1.3 mtpa ore | New production: 540 MW New production: 1.0 mtpa 
|| Capex: $90 mn Capex: $346 mn | Capex: $800 mn - 1,000 mn 


Jan 2007 Jan 2008 


Mar '03 production (tonnes) 
Copper anode: 158,400 
Copper cathode: 155,700 
Copper rods: 95,100 
Aluminium: 127,000 
Zinc: 207,100 





| Korba 
Aluminium smelter 

New production: 250 ktpa 
f Capex: $537 mn 




























S. Venkatesh says that one of the key initia- 
tives launched in November 2003 to help 
the group professionalise faster, is Sterlite 
Management Services. The initiative is 
loosely modelled on the Tata Administra- 
tive Services. This will have managers 
handpicked to lead key functions around 
the globe, and will form the strike force of 
the groups management cadre. Of the 110 
who applied, only 10 were selected over a 
two-day assessment process. Overall, some 
150 engineers and 45 chartered accoun- 
tants and MBAs have been recruited in the 
last year-and-a-half to feed the rapidly 
growing businesses. The kind of people be- 


SANJIT KUNDU 


and manage cross-border relationships 
and deals,” explains Venkatesh. 

In some ways, Anil is personally indicating that he is ready 
for change. Though he owns Vedanta, Gilbertson is chairman 
while Anil is the chief executive. It seems he was even okay 
with someone else being CEO. It’s well known that the City is 
slightly uncomfortable with owner-chairmen. (Chi- 
dambaram says understanding how governance works in 
global companies is why he joined the board.) 

Anil had bought Hindustan Zinc in April 2002. By Septem- 
ber, he was asking Kaura about its expansion plans, even 


scribes Anil best, a man constantly pushing the boundaries 


_ that many expect will contain him, even temporarily. And that 


bit about being an outsider. He, or for that matter his brother, 
is least bothered. (“As first generation people, we'll let our per- 
formance speak for us,” says Navin.) As long as they get to be- 
come heavy metal players on the world stage. 


a 








sponsibilities they've also been asked to streamline internal | 
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With reports from T. Surendar. 
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GROUP of influential indus- 
trialists from the Federation 
of Indian Chambers of Com- 
merce and Industry (Ficci) 
trooped into Prime Minister 
Atal Bihari Vajpayee's office 
on 17 January. They had many issues to 
discuss — especially the future of Indus- 
trial Development Bank of India (IDBI). 
But why were these businessmen inter- 
ested in IDBI? 

The three major development fi- 
nance institutions (DFIs) — IDBI, ICICI 
and IFCI — have been the trough at 
which Indian industry fattened itself 
over many decades. They provided 





ged into its banking subsidiary and de- | 


cided to focus on consumer loans and 
mortgages. IFCI continued to totter 


along till it was merged with Punjab Na- | 


tional Bank (PNB) a few weeks ago. So 
now IDBI is the only old-style DFI in In- 
dia. Its top management wants IDBI to 
become a full-fledged commercial bank 


| like ICICI. Many consultants also ad- 


cheap finance for new projects. The idea | 


was to help build India’s industrial base. 
However, money was often handed out 
because of political compulsions rather 
than business logic. The huge amount 
of bad loans that nearly wrecked these 
three institutions are testimony to that. 
Much has changed in recent years. 
ICICI saw the writing on the wall, mer- 








Imperfect, | 
ure Tens 


vised it to do so. The Reserve Bank of In- 
dia (RBI) too has given it the go-ahead. 
But large sections of the Indian in- 


dustry are worried at this prospect. They | 


think they’ll be denied access to easy fi- 
nance. And those who dish out political 


patronage would also like IDBI to con- | 


tinue in its present form. The buzz in the 


financial sector is that there has been in- 
tense lobbying in recent weeks to stall 
the reform of IDBI. That's perhaps why 
the Ficci delegation met Vajpayee. 

The battle over IDBI’s future comes 


| atasignificant time. Indian industry will 


soon be scouting around for funds. The 
economy could not digest the excess ca- 
pacity created in 1994 and 1995. But the 
after-effects of that episode are fading 


away. Many companies are back in in- 


vestment mode. And they need money 
to build new capacities. “Over the last 
two years, industry has been getting out 
of a slump. Excess capacity is being 
squeezed out, fresh investments in 
greenfield and brownfield projects are 


As India’s apex development finance 
institution stands at an existential 
crossroads, there is no clarity on which 
way it will go.By Vikas Dhoot and Supriya Kurane 
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on. We need a DFI now more than ever 
before,” says Ficci president Y.K. Modi. 

Do we? Ficci wants the government 
to give tax breaks to IDBI to help it re- 
main a DFI. That by itself is a pointer to 
the stark reality — there is no way IDBI 
can continue in its current avatar on a 
purely commercial basis. It will have to 
be subsidised by the government. But 
do we even need a DFI wrapped in sub- 
sidies and tax breaks? No, we dont. 

IFCI, IDBI and ICICI were started at 
a time when company finances were 
not strong enough and the financial 
markets had not developed enough to 
take the burden of funding new indus- 
trial capacity. Things are different today. 
Companies can borrow from a variety of 
sources, both locally and abroad, at 
rates that are lower than what IDBI of- 
fers. Also, IDBI is no longer just a gov- 
ernment company. It is listed on stock 
exchanges, and has outside investors 
whose needs have to be taken into ac- 
count. Its future should not be sacrificed 








Whimsical Chairs? 


THE OUTSIDER Brought in from ICICI, he was part of the 
Narasimham Committee that recommended IDBI's 
corporatisation. Employees agitated when he 
suggested IDBI be split 






S.S. Nadkarni 
Sept '85-Sept '93 
THE INSIDER Chaired the Khan Working Group and advised 
IDBI to convert into a universal bank. Sanctioned the 
maximum projects. Brought in Booz Allen Hamilton to 
restructure IDBI 








S.H. Khan 
Dec ‘93-June ‘98 


RETURN OF THE NATIVE Chairman of UT! before he came | 
back to head IDBI. Appointed consultant Mritunjaya Athreya. | 


The idea of a merger with Bank of Baroda first came up 
during his tenure 





July '98-Jan ‘01 


THE STATUS QUO MAN Didn't take any bad decisions — in 
fact, he didn't take any decisions at all. Work came to a 
standstill during his tenure 








P.P. Vora 
Sept '01-Sept ‘03 


THE TURNAROUND MAN? Will he take the easy way of 
merging IDBI with its bank and cobble up a healthy balance- 
sheet for a while? More importantly, will he be around to see 
IDBI through this crucial phase? 









“till date (term ends May 2004 


at the altar of political deal-making. 

Yet, in the Interim Budget speech fi- 
nance minister Jaswant Singh said the 
government would designate IDBI as 
the “leading” DFI, given its expertise in 
project appraisal, funding and co-ordi- 
nation. But wasn’t IDBI supposed to 
convert into a bank? At least, that is what 
every recent policy decision pointed to. 

In April 2001, the RBI gave IDBI the 
green signal to convert itself into a bank. 
A bill to amend the IDBI Act was intro- 
duced in Parliament in the winter of 
2002. It was referred to the parliamen- 
tary standing committee on finance. 
When the committee submitted its re- 
port in July 2003, it suggested that IDBI 
should retain its DFI role post-conver- 
sion. So Singh’s announcement came as 
no surprise. But the stress he laid on the 
DFI role left people wondering what ex- 
actly he had in mind. According to the 
bill, IDBI will get into commercial bank- 
ing on 2 April. Yet it had still not been no- 
tified when this article was written. 

There is another key question: who 
will lead IDBI into the new era? What has 
happened here is not very reassuring. In 
September 2003, M. Damodaran was 
appointed as chairman. This soft-spo- 
ken but tough bureaucrat is known as a 
turnaround king. He is also chairman of 


Photographs: HEMANT MISHRA 
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the Unit Trust of India (UTD. He pulled 
the mutual fund out of the mess it was 
in. He spends alternate days at IDBI and 
UTI. But those who've met him recently 
say that Damodaran was confident that 
his job at UTI was largely done. He has 
been more involved with IDBI. 

But many in the financial world say 
there has been intense lobbying to clip 
Damodaran’s wings. Borrowers and 
politicians have become nervous after 
Damodaran started wielding his pow- 
ers. And so it was decided that Damo- 
daran would serve as IDBI chairman 
only till May 2004. On the other hand, he 
has been given a one-year extension at 
UTL There is now talk of a development 
banker being brought in to replace 
Damodaran. All this defies good sense. 

The government has thought of var- 
ious ways to get IDBI back on track. 
“IDBI will convert itselfinto a bank... but 
the government sees it as the sole re- 
maining DFI. The Industrial Investment 
Bank of India will be merged into IDBI 
though the details have not been work- 
ed out yet. The government will give it all 
the help it needs including government 
guarantees if it wants to raise money 
from domestic and global markets,” 
says Vinod Rai, additional secretary 
(banking division), Ministry of Finance. 
Here are some of the other options: 


Option No, 1: Go the ICICI way and | 


merge IDBI with its banking subsidiary. 


But ICICI created and aggressively grew 
ICICI Bank so that it could merge back 
into it. IDBI Bank was started with the 
same intention. Itis a high-quality bank. 
Finance Asia rated it as one of the best 
banks in Asia in 2002. But despite its 
sparkling performance, a network of 92 
branches, 297 ATMs and 1,600 qualified 
bankers, IDBI Bank has a net worth of 
only Rs 500 crore. That perhaps makes it 
too small to absorb its bigger parent. 
“Merging IDBI with IDBI Bank is like 
mating an elephant with a deer. It could 


pull both down,” says a banking analyst. ` 
| IDBI Bank officers. IDBI has already de- 


Option No. 2: Another option is to 
split IDBI, just as UTI was, into a ‘good- 
asset IDBI’ and an ‘NPA IDBI’ The NPA- 
laden IDBI arm could go to an asset re- 
structuring company and the good IDBI 
could then have a better chance of 
merging with a commercial bank — 
IDBI Bank or some other public sector 
bank. Bank of Baroda is a possible can- 
didate. This is what the government did 
with IFCI (merged with PNB) and is said 
to be considering for IDFC (which may 
be merged with the State Bank of India). 

Option No. 3: IDBI can hive off its 
stake in IDBI Bank. Private equity firms 
and foreign banks have been lining up 
outside IDBI Bank for over a year now. 
IDBI has almost 70% stake in the bank 


| — worth Rs 1,500 crore according to an- 
alyst estimates. A sale will throw up the ` 
cash needed to attack the Rs 21,373- | 


crore NPA problem. But IDBI isn’t too 
keen on letting go of its brand name. 
“Foreign banks like Nova Scotia Bank 
and DBS Bank, and private equity in- 
vestors like Warburg Pincus and 
Rabobank have been interested in IDBI 
Bank's infrastructure and assets, not the 
brand name,’ says a source. 

The current moves, however, point 
towards a merger between IDBI and 
IDBI Bank. About 450 IDBI employees 
are being trained at the banks Navi 
Mumbai facility. Their course work — 
basics of retail banking. The trainers — 


puted senior managers to all its 29 
branches. It is also deploying officers in 
the branches of its subsidiary, the Stock 
Holding Corporation of India. This is to 
comply with RBI's norm that IDBI needs 
to have 100 branches in place on the day 
itis converted into a commercial bank. 
A decision needs to be taken — fast. 
IDBI’s profits are down from Rs 1,501 
crore in 1998 to Rs 401 crore in 2003. 
Over the last three years, sanctions 
dropped by 87% from Rs 23,178 crore in 
2001 to Rs 2,889 crore in 2003. Disburse- 
ments fell by 78% from Rs 17,747 crore 
to Rs 3,924 crore. “The last three years 
have been difficult. Lack of proper lead- 
ership hit employee morale, work al- 
most came to a standstill, and from 
sanctioning Rs 2,000 crore a month, we 
were down to Rs 2,000 crore a year,” says 


23 Feb 04 


Note: Share price and Sensex rebased to 10 
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Fear Within, Fear Without 


7 a N a calendar hung upon the walls of the employees’ union office at 


a ; ioe IDBI Tower, ‘5 March is circled with a red pen. It's a date 1,200 people 
; | are waiting for. M. Damodaran will finally meet them on that day — 





almost six months after he took over as chairman of IDBI. The mood at the 
“~ union office is sombre, a sort of ‘wait-and-watch’ attitude. B. Parab, the gen- 
eral secretary of the union, is circumspect. “We have no idea what is going to 
happen to IDBI, but we won't let him do to us what he did to UTI employees,” 


Ñ L hesays. Parab is talking about the voluntary retirement scheme package 
Damodaran doled out at UTI two years ago relieving almost 50% of its staff. 
Just one feeling runs through the 24-storeyed tower — fear and uncer- 
tainty. Of the 3,200-odd people at IDBI, almost half are class IV and III workers 
— cleaners, peons, and typists. The day IDBI restructures, their roles would 


J.N. Godbole, executive director, IDBI. 

The problem runs deep. The best 
companies can borrow directly from the 
markets at rates lower than IDBI’s. Gi- 
ants in the private and public sectors no 
longer borrow from IDBI. So the finan- 
cial institution has to look at companies 
below the top rung. This will affect its as- 
set quality. Faced with a similar dilem- 
ma, ICICI decided to lend to consumers. 
The margins were better and defaults 
were lower than in industrial lending. 

“IDBI has an asset quality problem. 
As their NPAs mounted they became ex- 
tra careful with the projects they were 
lending to. That meant fewer disburse- 
ments. But they also have to maintain 
their return on funds, and so disburse- 
ments have to happen,” says Naresh 
Thakker, chief rating officer, ICRA. 

Over the last 10 years, IDBI has had 
six heads, each charting his own plan of 
action, each using the institution to fur- 
ther his own ambitions (see ‘Whimsical 
Chairs?’). For IDBI, Damodaran is the 
first beacon of hope in a long time. 

A senior IDBI official says Damo- 
daran has managed to boost the sagging 
morale within. He has taken care of the 
basics — regular documentation, open 
discussions and implementing strate- 
gies in time. Incidentally, IDBI and UTI 
were born on the same day — 1 July 
1964, one with the objective to provide 
long-term finance and the other to pro- 
vide equity capital. Both grew phenom- 
enally till the 1980s, and both nearly 
drowned in the late 1990s. Damodaran 
has managed to breathe life back into 
UTI, but can he do an encore with IDBI? 

According to one of his peers, IDBI is 
a totally different ball game. Unlike UTI, 
IDBI cant be purely process-driven. If a 
Rs 5,000-crore project is to be evaluated, 
the chairman needs to be involved. In 
UTI, the chairman needed to be away 
from the trading screens. 








become redundant. 


At an IDBI Bank branch not too far away from the IDBI Tower, the feeling 
is the same. “Are we really going to merge with IDBI?” asks a 24-year-old em- 
ployee. “I'll start looking for another job immediately,” quips her colleague. 
The top brass at IDBI Bank left in August 2003 itself — CEO Gunit Chadha and 
his team packed their bags when IDBI took an obstinate stance over its need 
to infuse fresh capital in the business. Critical positions have still not been 
filled — the chairman and some functional heads, for instance. This is unfor- 
tunate, because quality talent has played a crucial part in the bank’s growth so 
far and with the reverse merger cloud over its head, it is finding it difficult to 
attract talent. Ifand when the merger takes place, there would be many cul- 
tural problems between both sets of employees. The average age of IDBI em- 
ployees is 40-plus, the bank employees’ average age is 28! 

Over the last decade, IDBI has lost some ofits best talent. Those left be- 
hind are becoming wary about the desperation of the top management to 
conceal the mess inside by dressing up their balance-sheets. In fact, in 1999, a 
particularly bad year for profits, employees got so worried that they shifted 
the management of the Rs 70-crore pension fund out of the organisation. 
They chose IDBI Capital Markets as it already manages pension funds for 
many companies. Thanks to that, their pension fund is now out of IDBI’s bal- 
ance-sheet— over Rs 100 crore in size with a healthy portfolio yield of 11%. 

One only hopes that those who control the fates of these two institutions 
can allay their people's fears and prove their scepticism wrong. E] 


Positioning IDBI is a huge challenge. 


It has been a non-market entity all its | 
life, thriving on mandated business in | 


the Licence Raj. How to make it relevant 
in a dog-eat-dog world is the challenge 
before Damodaran. But being captain 
of two ships isn't easy. Damodaran cur- 
rently shares time between two offices. 
Barely six months into it and the govern- 
ment has already decided to put an end 


to his term at IDBI. This is ironic since | 
UTI is out of the woods and IDBI needs | 
full-time attention from a leader who | 


can see it through this transformation 
— which may take as long as five years. 


This isn't the first time the govern- | 
ment has played musical chairs with an | 
IDBI chairman — the post and the insti- | 


tution have been abused by politicians 
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for long enough. A former IDBI chief 
general manager remembers a time 
when he was trying to get a loan sanc- 
tioned for a project submitted by the 
son-in-law ofa chief minister. While he 
was rushing it through, his regional boss 
called him up to process an even more 
urgent disbursal — that for the son-in- 
law of an even more powerful politician! 
Politicians are trying to scupper the 
reform of IDBI. Mamta Banerjee wrote 
to the finance minister: “The corporate 
entity would be guided by profit, and 
the government would have no influ- 
ence over the management to carry out 
development activities.” Need we say 
more about the battle for IDBI’s soul? E 


With reports from Avinash Celestine. 
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Changing the 
hardware design 





Srini Rajam is chairman and CEO, 
Ittiam Systems 





NDIA’s software industry has been 
one of our greatest success stories 
over the last two decades. So much 
so that it has gained global recog- 
nition. Our software exports have 
already crossed $10 billion. And 
today, India has a dominant share of the 
SEI CMM Level 5 software companies in 
the world. SEI CMM, standing for 
Carnegie Mellon University’s ‘Software 
Engineering Institute Capability Matu- 
rity Model’, is used to assess the quality 
levels of software organisations. Level 5 
is the highest rating possible. Out of a 
list of 100 companies that have been 
certified at Level 5 so far, over 50 are In- 
dian companies. 

In comparison, the Indian electron- 
ics hardware industry has lagged — its 
export performance is nowhere near 
that of the software industry. Why is the 
export metric so important? For one, 
global acceptance of one’s products and 
services is a critical measure of their 
quality and class, Second, even the 
rapidly growing needs of India’s domes- 
tic hardware markets — the consumer, 
computers and communications mar- 
kets — are being addressed mostly 
through imports in some form or the 
other. For example, we are so used to a 
Sony walkman, a Samsung television, a 
Compaq personal computer, a Nokia 
cell phone, a Panasonic digital camera, 
a Philips DVD player or an Apple iPOD, 
that we cannot be blamed for taking this 
trend of hardware imports for granted. 

However, there are reasons to be- 
lieve that a new trend could emerge in 
the Indian hardware industry — and 
this would be triggered by our strength 
in electronic product design. Interest- 
ingly, designing an electronic product 
requires both software and hardware 
skills, and our traditional strength in 
software will play a key role in this equa- 
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tion. How realistic is this dream and how 
soon can it happen? 


Core compe- 
tencies for 

the electronics 
hardware industry 


T the macro level, the core compe- 
tencies for an electronics hardware 
business are the same as those for any 
other industry. Like all others, they have 
to create, make and market. Create is the 
ability to design a new product in a 
timely manner. Make is the ability to 
manufacture it most efficiently. And 
marketis the ability to help conceive the 
right product and position it as the one 
that customers want to buy. These com- 
petencies apply to other industries as 
well. Take the automobile sector, as 
aptly illustrated by the example of Tata 
Motors and its success with passenger 
cars. Under these macro competencies, 
we need to go deeper to know of the next 
set of specific competencies required 
for electronics hardware design (create). 
But before we get into that, answer 
this: how have we done on these macro 
competencies? The most likely re- 
sponse to this would be ‘not too good’ If 
our ability to create has been weak by in- 
ternational standards, we would have to 
rate make as even weaker, and market as 
perhaps the weakest. Our indigenous 
designs have either not kept pace with 
the world (as in the case of personal 
computers) or have not been attempted 
seriously enough (in cell phones, for in- 
stance), Manufacturing volumes and 
cost efficiencies have been way off the 
optimum global benchmarks. Even the 
most optimistic in the Indian hardware 
industry would agree that no major 


marketing initiatives have been made to 
take our hardware product brands to 
the most competitive and promising re- 
gions of the world. 

We need a platform to start because 
the foundation is weak. It is not neces- 
sary that great companies always have 
the best combination in all the compe- 
tency areas of create, make and market. 
Sometimes, an outstanding strength in 
one particular area helps a company get 
started, make inroads, and then develop 
from that strength. And at this point in 
time, it appears that India’s hardware 
product design strengths can provide 
that successful starting point. 


Global trend 
favouring Indian 
product design 


TZ key global trends helping India 
emerge as a leader in electronics 
product design have a lot to do with our 
intrinsic strength in software. Over the 
last 20 years the electronics industry has 
been driven by a phenomenal growth in 
VLSI (very large-scale integration) semi- 
conductor chips and embedded soft- 
ware. For an idea of this growth, con- 
sider the fact that the number of circuit 
elements that can be integrated on a 
single chip has roughly doubled every 
18 months. The designs are unable to 
cope with this growth in integration ca- 
pacity, which means that the bottleneck 
has shifted to the availability of compe- 
tent engineering teams which can un- 
dertake such complex designs. Further, 
the systems have become more and 
more digital and programmable, which 
means the software shapes their key 
features. As a result, the world has dis- 
covered India as the preferred destina- 
tion for all types of software develop- 
ment, chip design and system design. 
And this has, in turn, brought in the nec- 


India’s hardware industry is treated as a poor 
cousin of the software industry. The country’s 
strong design proficiency could be used to 


essary tools, practices and supply chain 
into the country. All these collective de- 
velopments suddenly mean that Indian 
companies have world-class capabili- 
ties for state-of-the-art product designs 
in a wide range of electronic applica- 
tions — digital consumer products, 
wireless communication equipment, 
telecommunications and computers. In 
fact, such designs are already being ex- 
ported either by Indian companies or 
Indian subsidiaries of global compa- 
nies. Thus, a production line of an In- 
dian electronics company can now be 
run with a local design without having 
to go in for design imports. And this 
translates to better cost control, timely 
availability and customisation of the fi- 
nal product. 


What design can 
india deliver? 


ITHIN the macro competency of 

create, there is another set of specific 
design competencies. What exactly are 
the types of designs that we can create in 
India now? 

Electronics product design begins 
with a good understanding of system- 
level architecture and specifications. A 
typical design objective is to realise the 
specifications at the lowest cost while 
achieving the highest levels of perfor- 
mance, quality and reliability. The 
means of implementation involve both 
hardware and software development, 
usually concurrently, before putting 
everything together. The types of hard- 
ware design include ASIC (application- 
specific integrated circuits), FPGA (field 
programmable gate arrays), micro- 
processors, micro-controllers, digital 
signal processors (DSP) and printer cir- 
cuit boards that integrate various com- 
ponents. The types of software design 
include firmware running on the pro- 
grammable chips, protocol manage- 


change that.sy Srini Rajam 
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ment, higher-level programs managing | 


the system interface and user interface. 


In fact, Indian engineers have mas- | 


tered these skills in hardware and soft- 
ware. Indian companies can deliver de- 
signs for current and new applications 
like image processing, digital video, pro- 
fessional audio, speech recognition, 
wireless communication and media 


streaming. The proof of this world-class | 
capability lies in the fact that Indian | 


companies have created and licensed 
such technologies to several global 
manufacturers in the past few years. 
Thus, global customers have done an 
objective evaluation of system design 
suppliers around the world and have 
decided to go with Indian designs. With 
this confidence, Indian manufacturers 
can now look within the country to 
leverage these designs and build their 
own new products — not only for India, 
but for global markets. 


Why Indian 
design’? 


OES Indian design capability really 
bring a competitive advantage and 
benefit to the local electronics compa- 
nies? Or are we talking about it just for 
the sake of promoting Indian design? 
The fact is it gives Indian companies a 


competitive advantage. An electronics | 
| Europe first and then come to India. 


company can gain significant advan- 
tages of cost, flexibility and time-to- 
market by working with a local design 
supplier. Let me give you an example of 
how this will work in real life. The 
portable media player is one of the 


hottest selling applications coming up | 


in the world and is expected to be a big 
winner in the next few years. The prod- 
uct will be on the shelves under different 
brand names depending on which 
company markets it but what is it basi- 
cally? The key words are ‘portable’ and 
‘media’. In its simplest form, it can be 
like a mobile audio player, somewhat 
similar to a CD walkman or discman. 
What makes it special is the word ‘me- 
dia. Media covers music, pictures, 


video, and pictures with background | 
| the strength of local designs, it won't be 


music. Imagine going on a long busi- 
ness trip with a pocket-sized, light- 
weight unit in which you can carry 60 
full-length movies, tens of thousands of 
songs, and the entire family photo al- 
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bum. All the media content is in digital 
form with high clarity and ease of 
browsing. While at home, this unit can 
be hooked to the TV to function as the 
media entertainment server for the 
family. Such a product for less than 


| Rs 10,000 would be great for the Indian 
| market. These technologies are being 


designed indigenously and electronic 
OEMs (original equipment manufac- 
turers) are willing to licence best-in- 
class technology from India. Now, In- 
dian OEMs can work with such 
technology companies to make prod- 
ucts at the highest levels of cost effi- 
ciency, feature-set and quality for the lo- 
cal market and exports. They can 
customise the products for India. For 
example, add a recorder to the portable 
media player and you can use the prod- 
uct not only to play media, but to record, 
either as a camcorder on a family picnic 
or as a digital VCR at home. When OEMs 
try to import such technologies, they 
typically come at a much higher cost 


| and limited flexibility ofhow they can be 


customised for the requirements of the 


| local market. By contrast, imagine the 


significant time-to-market advantage 
that an Indian OEM can enjoy by work- 
ing on such leading technologies with a 
local design company and introducing 
the product in India first— a concept we 
aren't used to, as we normally think that 
the latest products hit the US, Japan or 


So it is possible that India’s electron- 
ics hardware product design capability 
can achieve world-class standards. Of 
course, the whole thing will not just 
happen through our design strength 
alone. The challenges of efficient manu- 
facturing and winning marketing strat- 
egy have to be accomplished through 
proper investments. There needs to be 
close co-operation between the local 
design supplier and the OEM to work 
out the entire product lifecycle and a 
business model, and that can be win- 
win for all the players. Also, a lot of other 
areas like channels and partnerships 
would need attention. 

If the industry leaders can put their 
minds together and commit to leverage 


long before we see the latest consumer 
innovations in India. And they would be 
introduced in India first and then taken 
to other markets in the world. E 
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guides and occasionally 
invests in businesses. He 
can be reached at 

= mahesh@passionfund.com 





Comp- 
anies used 
to pick 
people 
and offer 
them 
careers. 
But there 
are no 
careers 
anymore 


The death of 


the career 


LOOKED in the appointments section 
of the paper yesterday — there were a 
few firms bleating out the usual “not a 
job, but a career” — but the number was 
far less than you'd expect. 

Certainly far less than it used to be, when 
you once were encouraged to choose a firm 
that would gainfully employ you for 32 years 
and offer you a pension, so you could eke out 
the rest of your living days in a 2.5 bedroom 
MIG flat in a decent suburb, occasionally get- 
ting to visit your 2.3 children and 4.6 grandchil- 
dren in your 1.5 vehicles — as the standard-is- 
sue middle-class dream would have it. 

Ah, how the dream has died. There are no 
careers out there anymore. There is no lifelong 
employment — except in some pockets like the 
service of the Indian government or an odd 
university. And both these institutions are 
rapidly changing their ways and payrolls. 

There is also no single career choice any 
more — the world is now full of doctors who've 
joined advertising, engineers who run NGOs 
and rocket scientists who are heads of state — 
and they're having a lot more fun than their 
counterparts who stuck to their knitting. 

A jobseeker’s parents may still urge their 
wards to pick a company with stability and a fu- 
ture — but how can poor parents respond 
when faced with news that even the IBMs have 
shed tens of thousands of jobs worldwide — 
and when CEOs and vice-captains of industry 
are losing and changing jobs with as much in- 
security as a clueless 1st year from IIM-A? 

The career con game goes on though. I still 
see the line in ads, in placement PowerPoints 
and in corporate bilge mission statements. 
Keep in mind though, that the “we offer careers, 
not jobs” was probably quickly penned down 
by someone right after he sent his resume to a 
headhunter and before he told his alumni net- 
work he was “looking at options”. 

Companies no longer offer careers that will 
fill your life. That leaves it to you to fill your life 
with things that will create your own career. No 
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one job will make you happy. With 6 billion 
unique human beings and perhaps 600 kinds 
of jobs, that is impossible. 

So you can either create the perfect job for 
yourself — by becoming an entrepreneur. Or 
pick and choose a variety of projects and tasks 
you like, from across various fields, that make 
your life full and meaningful. 

It's happening. I came across a 26-year-old 
the other day, an MBA in marketing at a highly 
respected MNC, with no money but her own, 
buying her fourth home — inspired more by 
Trump than Drucker. Another MBA happened 
to have done his MBBS as a prelude to his cur- 
rent job of distributing movies. A few Web de- 
signers I know are edging their heavy metal 
band to a recording contract. My ex-media di- 
rector went off to care for stray dogs. Right after 
I proofread this, I’m meeting a journalist for 
lunch who used to be an investment banker. 

You ve probably seen them around you — 
and wondered if they were an anomaly. I’m 
afraid to announce they are the norm these 
days. I think it’s silly to put your all, your life and 
commitment into one company — when that 
one company will never feel the same way 
about you, and will let you go at the first hint of 
corporate headquarters catching a cold. Which 
will happen some time or the other. 

Given that truth, what is your best choice? 
First, it is to well and truly realise that there are 
no dream jobs or careers out there — except 
what you can knit together yourself. Two, to be 
truly at home — and in fact, to welcome insta- 
bility and ambiguity. The more rigid you are, 
the more security you'll need, and the worse off 
you'll be. This isn't mighty oak time — it's sup- 
ple bamboo hour. Third, to know there are no 
taboos but in your own mind. There's nothing 
wrong with being laid off, or fired, or quitting to 
do nothing. If jobs aren't virtues, joblessness 
can't be vice. Fourth, as that hoary adage goes, 
to know that today is the first day of the rest of 
your life. 

Its never too late to change. im 
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Do the celebrities who 
endorse products reflect the 
brand’s attributes, or make 
sense to consumers? Why 
the rush for piggyback rides? 


MEERA SETH 





ADHUR Tari grinned as he watched 
his young son count the ads on TV. 
The deal was that if the number of 
Amitabh Bachchan (AB) ads aired 


clear the dinner table; if not, then 





game called Kaun Banega Kaamwaii. 
Since Madhur lost, he began clearing the table. Alone with 
the plates and bowls, his mind questioned him: who are our 


heroes today? When he was a child, pictures of Ram, Krishna, | 


Gandhi and Nehru adorned the walls; their acts were narrated 
with passion by his parents. For Smaran, however, you were a 
hero if your picture was used to sell something. Pity, he 
thought, that Smaran had learnt the word all wrong. Media 
had redefined the word ‘hero’. Today we saw them with warts 


and all. I like, respect and adore a person for a facet of his; but | 
that mad, all-encompassing adulation is a thing of the past. | 


Either because we have become less sensitive, or our ‘heroes’ 
don't touch us anymore, he thought. 

Madhur had been thinking a lot about heroes lately. His ad 
agency had recently suggested the use of a ‘big star’ like AB to 
promote Alkalac Paints, where he was marketing head. Mad- 


hur winced at the thought: it would increase his son's scores, _ 


but would it do anything for his brand? It wasn't about overex- 
posure of AB, it was, ‘how does he stand for my brand?’ Mad- 
hurs managing director (MD) had said that the brand needed 
an icon of trust, dependability, and Madhur had said: “Then 


why not Abdul Kalam?” That set offa discussion with all senior | 


__CASE STUDY 


| managers on who is a hero, and what did their brands need? 


“Give mea hero like Gandhi, Kennedy, Martin Luther. Why 


| don't we have such heroes today?” asked Madhur. “Such fault- 
| less heroes were relevant in those times,” said MD Divakar. 





“Today's heroes are more credible with their flaws; they are 
more human, more realistic. Consumers need heroes who 
connect with their daily lives.” 

Research head Vineeta Pardi agreed: “Today some of the 
icons who endorse ads symbolise hope. People adore Sachin 
Tendulkar because he represents a middle-class Maharash- 
trian boy who made it big with sheer hard work —‘I too can if] 
work hard.” She said: “But movie icons are different. The 
magic, the mystique and the fantasy that surrounded film 


| Stars in the 1960s and 1970s is no longer there. Even in the 


1980s, we saw them in darkened rooms as heroes. Today that 
myth is gone, either because these stars are too eager to be 


| ordinary, or the consumers have become too critical, and 


denounced their extraordinariness.” 
CFO Bhasker Iyer felt movie stars filled a different need. 


| “We follow them today as style icons for hair and clothes — 


exceeded six, then Madhur would | 


nine-year-old Smaran would. The | 
winner in any case was Madhurs wife, who had devised this | 


not for shaping our destinies. In the 1970s, girls wanted to 
marry Rajesh Khanna (RK); they wrote him letters in blood. 
Today you don't see such passion for, say, Hrithik Roshan, 
even if he is a craze. Have times changed?” Vineeta had an ex- 
planation: “The yesteryears were magical because we were in- 
nocent. We bought what we saw; we did not dissect it; we 
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glory and, most importantly, a magical love. Also, 20 years ago, 
marriage was the doorway to supreme joy for a girl. But today, 
with changed social norms and higher incomes, I guess she 
has acquired all those things outside of marriage.” 

“Good,” said Madhur, “then ask yourselves this question: 
why was magic a critical part of our lives in the 1970s and 
1980s? I think it was because we were an economy of have- 
nots; we did dream, but there were few ways to actualise it. 
What products did we have? What salaries did we get? So fan- 
tasy played a role; we fantasised about what we wanted to 
happen. Recall our angst with the system. We could not bash 
the system in real life, so we applauded AB, the angry young 


man who fought the system. Whereas today’s abundance and | 


plenty has left nothing to fantasise about. That's why dreams 
are notin technicolour. We can get more, buy more, and hence 
the innocence of hero worship is gone.” 

“Go deeper,” urged Vineeta, “and you will see that the gen- 
esis of a hero lies in daily life. What do you worship? The dis- 
tant, the desired, the magical, the super human. Now examine 
this subtle issue: during the days when we did not have 
enough products, we did seek convenience, sophistication 
and finesse. But none of our products came close to meeting 
any of that. This ‘scarcity’ worked on our psyches, and enabled 
the creation of romance with a star, which filled the gaps left by 
a scarce economy. This scarcity worked in all areas — eco- 
nomic, political, social — and hence we needed a hero to lead 


us to a situation of abundance, availability and possibility. | 


Which is why in the North East, Baichung Bhutia is more of a 
rage than in the rest of India. He appeals to the sense of pride 
of the people there: ‘we too can contribute at the national level 
and be appreciated’. In the context of their sense of isolation, 
the fact that Bhutia is getting a wide press coverage is an affir- 
mation that they too have qualities that are enviable.” 


IVAKAR warmed up to the drift of the debate. He 

said: “Let me understand this. The scarcity of ap- 

preciation and recognition made us want people 

(like a Bhutia) to lead us (through their extraordi- 
nary acts) to situations of abundance and fulfilment? And thus 
a hero is created?” Vineeta nodded: “The need for heroes, the 
kind of heroes, the attribute package, the definition of ‘heroic 
acts’ — all undergoes change from period to period, the influ- 
encers being both social and economic.” 

Deep silence followed, then Divakar asked: “Do we need a 
hero today? If yes, what is the kind of hero we are seeking? I 
think today the quest is more personal; I am not looking for a 
national hero but my guiding light.” 

“Why a personal guiding light?” asked sales head Gautam 
Bose. “How does Sachin, even if he is a national hero, become 
my guiding light? Is it because I see hope and ability to gain 
and sustain glory in his middle-class values? Okay, that makes 
sense because when several people share a guiding light, it be- 
comes an icon as opposed to the ‘hero’ of yesteryears.” 

Divakar clarified: “I am trying to explain to Madhur that Al- 
kalac Paints needs a hero in the form of guiding light; some- 
one who stands for the brand. I am thus trying to bring heroes, 














weren't cynical. Magic had a place in our lives. Marrying RK | heroism and hero worship into the context of our brands. So 
stood for all that a girl ever aspired for. Through her dream, she | 
O got all that she subconsciously desired: name, fame, wealth, | 


what would it take our brands to become hero brands? That’s 
where I want to get. Today most brands use icons and idols, 
maybe to express the brands’ heroic attributes. That is why Al- 
kalac needs a hero through whom the consumer sees and 
(hero) worships the brands attributes!” 

Madhur knew he needed to state where his argument lay. 
So he said: “We need to differentiate between heroism and 
achievement. The people who are most talked about today are 
all achievers. Dhirubhai Ambani was; Anil and Mukesh Am- 
bani are; Abdul Kalam is; Shahrukh Khan is.” Divakar inter- 
rupted: “Okay, I accept achievement is an issue today, but how 
does Shahrukh’s achievement become noteworthy?” 

“Simple, the average Joe with an average face makes it big 
through sheer hard work,” said Vineeta. Sharhukh stands for 
success, arrival, status, power and control. Behind his make- 
up, he is the archetypal average Indian like you and me with 
lofty dreams and pedestrian anxieties. And in his being aver- 
age lies his attainability. Academic greatness is a differ- 
ent ball game; the average Indian cannot pursue it. 
He wants money, wealth, power and ‘Page 
Three presence’.” 

Divakar was delighted: “Ah! So that's it,” 
he said. “More than achievement, it’s 
what achievement brings for an indi- 
vidual — power, status and the like. 
Now tell me, is it not that people wor- 
ship status and power more than the 
process itself?” Madhur agreed: “Al- 
most always. But the process is im- 
portant because it is the link where I 
connect. The Shahrukh I know was 
not born with a silver spoon, but he 
worked his way up. He used his brains, 
took advantage of opportunities to 
reach where he is; hence, so can I — it’s 
an achievable feat.” 

Vineeta now raised both hands gesturing 
them to pause. “Wait guys, wait,” she said. 
“Here is a new thought. Someone just now talked 
about ‘Page Three presence’. Examine that very care- 
fully and you will come to terms with why today’s hero is so 
real. Why is Page Three so popular? It is because I want to be 
like them, I want to be on Page Three. But not all Page Three 
people are achievers, right? Many get there to rub shoulders 
with achievers. So there are real achievers and there are 
hangers-on. The hangers-on want to be real achievers, but 
know they can't, so they bask in reflected glory. 

“So we see two needs here: one, to achieve, and, two, to be 
in the limelight. But when one realises that he cannot be an 
achiever, then at least he wants to be in the limelight. And to 
remain in the limelight, he keeps performing acts, any act, just 
to stay there. Such performance too is effort-led, and we see 
his desperation. And that desperation is so real. See?” 

Vineeta’s point was people didn't actively seek heroes, 
worse, they didn’t even want them. She said: “We need and 
want icons, each of whom stands for a facet we desire. The dif- 
ference is that in the past fell in love with RK, the whole pack- 
age: hair, eyes, voice, clothes, style, values and so on. Today we 
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l. facet.Thuswe have allowed imperfections 
lon't want them to be perfect. Sachin as a bats- 


S 
< 


fb technique, but his voice is a let down. So | 


whats vve waun those imperfections in our heroes because we 
need to feel good about ourselves. We want icons who reflect 
that confidence in being imperfect!” 


Divakar thought about this. Where had we been an hour | 


ago and where we have reached, he thought. But his percep- 
tions were clear now, as if dust has been wiped off a 
mirror. When we had real heroes, we accepted them as a pack- 
age, he thought. Their even flaws were not visible because 


heroism itself stood for particular things like bravery, bold- | 


ness, cleverness and ability to conquer. Today either the con- 
text has changed, or we have become more sensual and look 
for perfections in looks, voice, beauty, hair style and so on, he 
mulled. But immediately he chided himself: “But in the past, 
there was no opportunity to evaluate the hero from close 

quarters. Today, with 24-hour TV, we have time to evaluate 
and criticise.” 










magic is not there. It's akin to the hazy dream 
ination versus what a Shilpa Shetty does 


cessible, we worshipped them.” Mad- 

hur added for good measure: “And put 
them up on our walls.” 

Divakar grinned saying: “Also, 


us stories of the independence 
struggle, rallies he attended from 
college just to see Gandhi and 
Nehru. Today where's the mystique? 
You see Sonia Gandhi up close, she is 
too real. Heroes should not be so real; 
some mysticism is necessary for them to 
remain heroes. There must be some mys- 
tery which you can savour in your imagina- 
tion. Otherwise where is the poetry? But we are 
a generation of voyeurs — we want to see more, 
know more; we seek information actively — The Net, 
media, gossip. We have destroyed the myth ourselves.” 

Then after some more thought, Divakar said: “It’s just the 
same with brands. We have either overexposed, or overde- 
scribed our brands — be it a soap or a car — to get that panting 
adulation. When the consumer used the brand and called 
foul, or when brands were unable to draw such worship, we 
superimposed celebrities on the brands. It all seems so wrong, 
misplaced. But here we are! Alkalac needs a celebrity! Nothing 


wrong in using celebrities, but they should add a finishing | 


touch. Instead today the whole story is the celebrity, while the 
brand slinks away into a quiet corner. | 

“The use of celebrities confuses the brand message and 
then the consumer. The ideal use of a celebrity is when she re- 
flects the spirit and values of a brand, otherwise she is a glori- 
fied model. To my mind, you can do this cleverly by aligning 
the spirit of the brand to the product, or by using a celebrity 


because it ensures that people will notice you, and hopefully | 


remember what the brand is saying. Smart associations are 





Nodding at Vineeta, he said: “You are right, the | 
that aWaheeda Rehman wove in your imag- 


now. As long as our heroes were not ac- | 


when I was a kid, my dad would tell | 
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ones where the former happens.” 

Gautam agreed instantly: “Yes! And that happened with 
AB. Kaun Banega Crorepati (KBC) and AB worked because of 
the fit factor; KBC's implied proposition was ‘this is a show that 
an average person can come on and win. The tone was luck, 
gamble, but the high point was the use of an icon as anchor. 
Viewers watched people like themselves talking to AB, being 
hugged by him and so on. Those who have been on the show 
said they felt like crorepatis even if they didn’t win! But the 
biggest outcome of KBC was that people felt endeared to AB 
again. KBC made him accessible, human. And, as a result, his 
human phase of movies started where he played his age on 
screen. So we have finally accepted a 60-year-old hero.” 


IVAKAR nodded: “We are getting there Gautam, so 

what does that imply? I think there is something 

bigger here. It goes beyond physical appeal; it also 

probably means 50-60 years is not exactly old and 
shelvable; effort and hard work can revive even an aged Alka- 
lac. So go back to the discussion we were having earlier: ‘icons 
are achievers, and I like them as they give me hope that I too 
can achieve’ If AB can do it at 60, so can J; or, gosh I'm only 30, 
so I should definitely be able to do it!” 

“But the paradox is that it revived AB even as he was sup- 
posed to be reviving the brands,” said Madhur. My question is 
what did he do for the brands? All those brands are working for 
him instead. I think when marketing people select an icon to 
represent their brand they have their reasons — some are eas- 
ier to see, some are not. Take Aamir Khan and Coke; very well 
used, but what's the connect? If Pepsi said we will use current 
hearthrobs that are big with youth as we are choice of the new 
generation, I can buy that. But Coke? Coke is about refresh- 
ment and effervescence, so why does it need celebrities? It ap- 
pears to me a bit like the ‘me-too-ism’ of the toilet soaps using 
female stars because Lux did.” 

Bhasker sat up suddenly and said: “He's right! This ‘me- 
too-ism is a result of simple warfare, not because of brand su- 
periority or any inherent differentiator. Thus both Coke and 
Pepsi have queered their respective pitches through this kind 
of ‘me-too-ism’, and the result is interchangeable images; if 
you remove the product shot — one could almost run one for 
the other! They need to work out who is the real Pepsi guy. For 
that, both brands need to work out what they want to attack 
and then evaluate which celebrity they should be using! If 
Coke used a bubbly person like Preity Zinta, she would fit the 
brands personality! 

“Instead Coke now has Aishwarya Rai doing its 2-litre bot- 
tle ad! Coke could have used anyone else, why her? How effec- 
tive has she been? What attribute of her has rubbed off on the 
brand? Or even vice versa? I agree with Madhur, we need to 
choose our celebrity carefully. As a consumer, am I moved by 
him? Does he make me laugh, cry, what? If he does not touch 
me, then it’s not an effective ad!” 

Vineeta saw new light in this. Raising both hands again, in 
her characteristic style to stop the drift of the debate, she said: 
“Look, be it Ash, Zinta or Aamir, the point is we use heroes to 
lend attributes to the brand: cool Aamir, sexy Ash, stellar 
Bachchan, high-performing Sachin. The more we hammer 
this in, the more I think it is less to do with heroes and more 
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with attributes of excellence that individuals have; rather, it is- 
n't heroism per se. See what I mean?” 
Divakar liked this; it fitted in with his own assessment. He 


said: “Exactly. Because brands are not powerful, consumers _ 
are not looking at them. So we try and transfuse AB's glory on | 


them. Which is why every brand wants to get him.” 

“Right!” said Vineeta. “So, AB is a sort of gold standard of 
approval that lends an umbrella of authenticity or pedigree to 
the brand rather than specific attributes.” Brightening up, Di- 


_ CASE 





tionality or his personality. Coke has chosen to associate itse 
with Aamir Khan, the trendy face of India, which is Coke's pro- 
fessed personality. Likewise, Santro is using Shahrukh’s per- 
sonality, not his functionality to make their uncool-looking 
car look cool. Whereas Victor associates with the well-known 
functionality of Sachin Tendulkar. A third situation is where 
you associate the brand with the icon’s umbrella greatness, 
and not the specific functionality or personality of the icon; an 


| example is AB. 


vakar said: “Which means, consumers need heroes, and mar- | 


keters try to find these heroes and use them to sell brands.” 
“No,” said Vineeta. “It’s like this: I want to say XYZ about my 

brand. But if people do not want to believe me, let me get 

someone who they will believe blindly. So ifI want to say Victor 


“The last argument is woolly according to me, but then if 


_ AB eats Pan Parag, is it more respectable? No. On the other 


motorcycle has high performance and it is hard to convince a | 
priori, then it’s easier to say: ‘Sachin says Victor is great and | 
and does lend identical attributes to and about the brand. 


Sachin is a high performer; therefore Victor is a high per- 
former ttoo. 

Agreeing, Madhur said: “So there are two things. One, my 
brand has great attributes but you don't see it; two, we have a 
hero because we all adore him, so we let the brand ride piggy- 


back on him. But in all cases, do the brands really have a sem- — 


blance of the heros greatness? For example, what has Aamir 
got to do with Coke, or AB with Alkalac?” 

Vineeta said: “It depends on what aspect of the icon the 
brand manager wants to hitch the brand to — the icons func- 





hand, I think Preity Zinta for Godrej refrigerators was a disas- 
ter. Frankly, do people want a ‘cool’ refrigerator? Of course, she 
looked pretty but it was useless because she couldn't do any- 
thing for the brand! Whereas, the Whirlpool mum is clearly 
loveable and modern, and comes across as a superwoman 


“In essence, all these people from Aamir Khan to Preity 
Zinta are all mere celebrities who try to make brands celebri- 
ties. ‘Hero’ is not the word that I would use for these people. 
Hero to me is someone who has sacrificed, who has risked 
himself. Vikram Bhatt of the Kargil war was a hero. Nelson 
Mandela is a hero; Aung San Suu Kyi is a hero. All the rest from 
Sachin to AB are achievers, may be superachievers. Icons are 
not heroes, achievers are not heroes. But does India need he- 
roes at all? Yes, India needs heroes to inspire people to die for 
their country, to risk their all to fight terrorism. Therefore, the 
Red and White cigarettes man is a hero, Bollywood film stars 
are heroes for dishum dishum and so forth.” 


TVAKAR loved this. “What about heroes who take 
risks for economic growth? Why die only on the 
battle front?” he asked. “Good Lord, no!” said Vi- 
neeta half laughing, “we need achievers and lead- 





_ ers for economic growth. To me it seems hero is heroic. Do we 
| want Jaswant Singh to be heroic? For India, life is about doing 








new things, scratching the surface and mining gold, or sensi- 
ble and prudent in judgement, and risktaking should be in 


_ that context. Both achievers and heroes can be icons. Hence, 
| we understand Sachin’s role in the Victor motorcycle ad. But 


film stars and cola ads are all about being young, hip, gorgeous 
and cool. So maybe the use of a star for Alkalac will end up be- 
ing asort of personality rub off; hence mere glamour.” 
Divakar and the others mused for a bit, then Madhur 
asked: “Tell me, when a consumer sees an ad endorsed by a 
celebrity, does he make these connections?” Vineeta replied: 


| “Let's be honest, at a rational level everyone knows it is a paid 


endorsement, and there is no immediate, conscious associa- 
tion. But yes, at a subliminal level an association occurs — the 


| attributes of one rub off on to the other. That is why you 


wouldn't use a Prem Chopra to promote ICICI Bank.” 


Madhur looked helpless. Cricket and movies were no 
doubt great Indian pastimes, but would a movie icon work 
well for Alkalac Paints? He winced as he recalled Aishwarya Rai 
on the signpost of Rambhaj Auto Centre, where the spanner- 
wielding Ash shot a killer glance to passers by. So today’s he- 


| roes sell stuff; but you couldn't put them up on your wall, lest 
they remind you of the spanner not bought, or the 


chyawanprash left untouched. 
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IN BETWEEN THE GREEN 
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A congestion free, pollution free green heaven. The world class infrastructural facilities like Privatised Power 
Distribution ensuring quality power, state-of-the-art telecommunication, inland Container Depot & SEZ, 
Theme Parks, Shopping Malls, Entertainment Centres and impeccable law & order make Greater Noida the idea! 
industrial destination. With landscaped pastures, wide roads network well connected to Delhi & NCR, super speciality 
medical facilities, Technical & Educational Institutes... Greater Noida is already throbbing with life. The single table 
clearance is like icing on the cake. In fact, no case lies pending beyond one week. Every Thursday, a committee meets 
to clear allotment of land and vet project reports, for entrepreneurs. While to solve any bottleneck, a unique Udyog 
Bandhu meeting is held on the last Friday of every month. Udyog Bandhu troubleshoots with agencies like the District 
Administration, the Pollution Control Board, the Noida Power Company, Finance Com panies, Trade Tax Body, etc. 








All in all, Greater Noida is planned with an obsession for prosperity & development. 










PLOT RATES 
Range from Rs. 701/- to Rs. 1800/- per sq. m. depending on the requirements of the industry concerned. 
(Rates as on date of allotment shall be applicable) 





HOW TO APPLY 


Brochures with application forms are available @ Rs. 300/- at Bank of Baroda, Extension Counter, 
Greater Noida Office Complex. Technical offers will have to be submitted on the prescribed format/form 
to the office of the GM (industries) GNIDA. 
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Adrian Terron is manager (marketing 


communications), ACNielsen and 


ACNielsen ORG-MARG, South Asia. 


EREBRAL introspection abo- 
ut celebrity endorsement and 
its virtues or the lack of them 
must use the consumer as its 
central motif. However, the argument 
against it uses two questions as its 
premise: 1) does it work? 2) is it too ex- 
pensive an idea given the returns it de- 
livers? The marketing enquiry as a corol- 
lary to this then asks: 1) how will it work 
for my brand? 2) what will that achieve 
for me in terms of marketshare? Despite 
this, we must realise that in a culture 
that craves consumption, imbuing 
products with the human-ness of a 
celebrity as an empathetic everyman or 
an aspirational archetype is a camou- 
flage for cold-blooded commercial- 
ism. Common people might work, 
but using celebrities placed in im- 
probable situations like travelling 
in a local train is a better bet. 

The consumer landscape is 
pervaded by parity products. 
Lending an intangible differentia- 
tor to appeal to the consumers psy- 
che, or altering a brands perception 
is effortlessly done: hire a celebrity to 
promote your product. No wonder then 
that a pantheon of mega brands have 
jumped onto the bandwagon. The ever- 








expanding universe of mega-brand 
hopefuls is running out of mega celebri- 
ties to brandish their products. How 
many brands does AB endorse? What 
about Tendulkar? 


are enrobed in labels is a symptom that 
the endorsement arena is too cluttered. 
Implicitly, hiring an overused celebrity 
will probably yield unsatisfactory re- 
sults. Make no mistake: the law of di- 
minishing marginal celebrity utility is at 
play no matter how larger-than-life a 


| celebrity may be. Of course, defining 


clearly what you hope the celebrity en- 
dorsement will achieve is the key to 
managing and assessing the return on 
investment. Is it merely brand aware- 
ness? Stronger recall leading to brand 
consideration? More credibility? Pur- 
chase preference? And can these media- 
made gods achieve these with one deft 
dialogue in a 30-second spot? 

Celebrity endorsements have inher- 
ent flaws. Excessive information has re- 
sulted in consumers knowing too much 
about celebrities. Today’s heroes have 
been heckled when they commit 


deemed indiscretions. Consumers are | 


likely to assume that it’s the red duty- 
free Ferrari, and not the economy bike, 
that makes Sachin smile. 


tributes associated with the celebrity 
are passed on to the brand, reflecting ei- 
ther the self-identity or aspirations of 
the consumer — ‘if wearing a brand of 
clothes can make me appear like I've ar- 
rived in life then why go through the | 
trouble of getting there?’ The appear- 
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ance of achievement is easier than the 
arduous process of attaining it. Or if a 
motorbike is associated with a celebrity 
who connotes performance then I 


| needn't hunt for the reassurance re- 
The fact that a handful of celebrities | 


quired to make the downpayment. 
Does that mean celebrity endorse- 


| mentis that tool to achieve salience and 


brand superstardom? Certainly not. The 
assumed acceptance of celebrity en- 
dorsement amongst an audience is the 
most common advertiser fallacy — de- 
piction of Hema Malini’s pleasure at us- 
ing a brand of detergent is unlikely to 
convince a housewife that the powder 
understands her plight. Congruence of 
the celebrity's image with the category 
the celebrity is promoting is imperative. 

Celebrities are the conduits that 
convey your advertising message. Far 


| too much depends on the ability to 








mesh the celebrities’ traits with the 
products’ positioning and the con- 
sumers’ ability to acceptit as a reflection 
of their self-image and aspirations. 
Perhaps consumers are merely look- 
ing to be entertained during the com- 
mercial break as a compensation for in- 
terrupting their favourite programme. 
The resounding success of Aamir Khan's 
antics in a cola ad can be seen in the col- 


| loquial catchphrases that have become 
Undeniably though some of the at- | 


a part of everyday life because of the way 
the communication entertained con- 


| sumers. The series of characters the ad 


campaign created denoted ‘cool’ with- 
out any pompous movie star preten- 
sions. More importantly, they did not 
depend on the overused imagery of the 
celebrity as an icon and achiever which 
an average Joe may want to be. 

At the end of all that adspend, 
celebrity endorsement is a technique. 
Mastering the technique may also be 

achieved by creating a mythical mas- 
cot that can be owned uniquely by a 
brand, and convey everything a 
marketer would want to. Good ex- 
amples are the cherubic girl that 
Amul has been using since years, 
the moustached maharaja of Air- 
India and the omnipresent dog in 
the Hutch campaign. In a world 
where better return on invest- 
ments also means better advertis- 
ing, marketers would probably do 
well to stop asking themselves, ‘Does 
this work?’, and start asking themselves, 
‘What would work better?’ mA 


qo 
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Talk 
directly 


Adip Puri is national planning director 


at Saatchi & Saatchi. His current job is | 
part of his ongoing quest to decipher the | 


consumer — one that started in brand 


management, went via client servicing | 


to its current junction. 


ADHUR usually took a 

walk at the beach to clear 

his head but today he just 

sat and watched the waves 
roll in. Should he sign up AB for Alkalac 
Paints, or should he use the new kid on 
the block Hrithik Roshan, or...? 

Who should decide whether AB is 
perfect to endorse Alkalac Paints? 

Not Madhur, not Divakar and not 
even Vineeta. It is the consumer who 
should decide. 

Consumers would tell him what's on 
their mind: how they buy paints, why 
they buy paints, and, more impor- 
tantly, how they choose one paint 
over the other, especially when 
they all seem to be the same. 

That brought him to the next 
juncture. Are all consumers the 
same and do they all see Alkalac in 
the same light? Do they all think 
the same about AB or Hrithik 
Roshan? He knew from the reams of 
research data that there are different 
types of consumers, they buy different 
brands at different price points, and 
possibly for different reasons. 














So the couple on the ground floor of | 


his building may not have the same 


| buying pattern as another lady who 


lived in the penthouse and who had a 
foreigner for an interior decorator. 





Madhur would not ask them about 
price or shades, or other such details 


_ about the paint. But he would ask them 
_ why they chose a particular time to get 


Do we all think like Madhur and his | 


wife who paint their dining area yellow 
so that their days are bright? But then his 
bedroom was not pink like his friend’s, 
his wife painted it pink so that she could 
celebrate Valentines Day all year. 

He stood up. The answer was with 
the consumer: they will tell him how 
many groups they are divided into, and 
why they do what they do. 

So should he ask Vineeta to call in a 
research company to figure out the an- 
swers? What new stuff would they tell 


her this time? They would probably talk | 


about the the outcomes based on the re- 
search carried out on the same focus 


groups — housewives who take time | 


out between their chores in the after- 
noons, or their tired husbands who visit 


the research venue for a cup of teaand | 


some sandwiches before catching the 
next bus home. 


to what they have to say at their newly- 
opened Alkalac Home Stores that stocks 
not only paints but also tiles and other 
home accessories. 

Maybe they would even visit some 


houses that are being painted. Better | 
tant Rao from the Indian Institute of 


still, they would visit the construction 
sites of the houses, have a chat with their 
prospective consumers, and find out 





their house painted, how fastidious are 
they about the brand of the paint they 
eventually decide on. Or is it that they 
want to paint their home with their 


_ dreams in different hues — almost 


wishing them to come true by sur- 


| rounding themselves with it. 


He felt really good. Once he had this 
information — the key to the con- 
sumer’s mind, he would then know 
whether he should use AB or Hrithik 
Roshan, or just ordinary people to ad- 


| vertise his product. 








what is it that they look for when they ` 


plan to paint their houses. 
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If the decision was in AB’s favour, 
Madhur would be able to assess better 
whether he should be used as a power 
brand or a seasoned actor, or a 60-year- 
old experienced professional, or simply 
as Vijay — a role AB essayed numerous 
times on the silver screen. He would 
then clearly know what he wanted AB to 
convey to the consumer. Is it his stature, 


_ wisdom, style, popularity, or an impact 

This time he and Vineeta would talk | 
to their consumers directly, rather listen | 
_ brisk pace, breaking into a jog as his ea- 


of lasting power? 
Madhur walked back home at a 


gerness to get to office and put his plan 
into action increased. 

As he sat down to have breakfast, he 
started to worry again, ‘Is this plan too 
simplistic?’ Even their in-house consul- 


Management had not suggested such a 
model. So will it work? 

His wife served him toast and tea, 
and asked what the matter was. He de- 
cided to consult her; after all, he himself 
was advocating talking to the consumer. 

“So which of the AB ads do you like?” 

he asked as the television showed yet 
another AB ad. 

“Well some ads are simply en- 

tertaining, but I don’t remember 
what they are for. After all, there 
are so many ads, and many with 
AB featuring in them. Some are 
plain stupid, even with AB in it. 
“I like the ones that make me 
smile, or make me think that ‘yes 
of course, even I feel this way’. I love 
Cadbury’s chocolate ad which fea- 
tures AB with the little kid; it is so close 
to real life.” 

Madhur smiled, the consumer had 

finally spoken. w 
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special 


In September last year, when the first ever Great Place to Work Survey ® was published in a special 
issue of Businessworld, the response was overwhelming. It was clear the survey had touched a chord 
somewhere. That’s when the idea of creating a learning event began to take shape. Last week nearly 
500 delegates took part in the first Great Place to Work Seminar Series held across Mumbai, Banga- 
lore and Delhi. Robert Levering, the co-founder of the Great Place to Work Institute, Inc., and Anil 
Sachdev, the founder of Grow Talent, the Indian partner of the Great Place to Work Institute, led the 
Seminar. The CEOs and HR heads of the Top 25 companies in the survey shared their experiences on 
how to make workplaces sizzle. Some of the learnings from the Series, plus glimpses. 
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ae a, | | KNEW that the India of 2004 would be quite different 
ae LS WiproSpectramind from the India I visited as a college student in the mid- 
aay š: : CMD naman Roy (R) 1960s. I expected to find a burgeoning middle class, 
and vice-president 

) many more cars, lots of new constructions, and more 

(HR) S. Varadarajan irt Sal ! tie availibility ofvan 
on the challenges of estern influence throug the av ailability of various 
managing a consumer goods like McDonald’s, Pepsi and MTV. All of 
workforce whose these I found, though it was disappointing to observe 
average age is 22 the countless makeshift shanties that dot the roadsides of 
en — cities, indicating that poverty is still the lot for far too many In- 

dians (though, perhaps, for fewer than four decades ago). 
What I did not anticipate, however, was the level of excite- 
ment, enthusiasm and energy I found among the numerous 
businesspeople both at the Great Place to Work Seminar Se- 
ries and the half-dozen firms I visited in Mumbai, Bangalore 
and Delhi. What is going on in Indian businesses today re- 
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Lilly. CMD Rajiv minds me of what went on in Silicon Valley a few years back, 
Gulati even fears where a positive, can-do attitude was the norm, and people 
the neighbours may felt they were part of creating something special, something 
' = start complaining! that had never been done before. Fortunately, I see signs that 
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India’s current business optimism is justified, unlike the dot- 
com mania of the late 1990s. The businesses that are growing 
rapidly — BPO, telecommunications, life insurance, automo- 
biles— are in solid industries, with proven business models. 
And they seem to be building something that may not only 
be world-class, but also a global standard in workplace prac- 
tices. First, Indian businesses seem to accept the business ne- 
cessity for creating great workplaces. Many US and European 
businesses assume that capital and technology alone can lead 
to success. While many now say, “People are our most impor- 
tant asset’, they are far from convinced of the business ratio- 
nale for investing time and energy on people issues. In con- 
trast, Indian executives, especially in the thriving industries, 
are not handicapped by the outdated managerial mindset. 
Rajiv Gulati, managing director of Eli Lilly, told the dele- 
gates at the Delhi seminar that the lack of patents in the Indian 
pharma industry means that the only way his company can 
succeed is through quality sales and marketing staff. For that, 
he has to create the best possible work environment for them. 
A second strength is the importance of family in Indian 
culture. The best workplaces are ones where employees feel 


_ cared about regardless of their role in the enterprise, much like 


a child feels in a loving family. Often I heard Indian executives 
say that they feel the need to create a family-like environment 
for their employees. Raman Roy, managing director of Wipro- 
Spectramind, spoke about trying to create a “family-like car- 
ing environment” when I met him at their campus in Delhi. 

A third strength I discovered among Indian businesses is a 
genuine concern about integrating values into businesses. 
Most firms that gave presentations at the Seminar showed at 
least one PowerPoint slide on the company’s values. As some- 
one who has attended similar conferences in about a dozen 
different countries, I found this emphasis on values to be 
noteworthy, especially the focus on integrating values into ex- 
pected behaviours within the organisation. 

A final strength I would ascribe to the Indian workplace is 
the creativity of the people practices. Every single presenta- 
tion at the three locations Seminar Series included at least one 
HR practice that I would classify as innovative. A few exam- 
ples: Texas Instruments’ ‘Engage-o-meter’ employee survey, 
the E&Y ‘Boomerang programme’ that encourages employees 
who leave the company to return, the Philips Software ‘Yellow 








(Left) Ashok Soota, chief 
guest at the Bangalore 
awards ceremony, on the 
open culture at MindTree 
(Right) Infosys HR head 
Hema Ravichander on why 
Infy has a new role-based 
competency model 





Pages’ to advertise internal job vacancies, Max New York Life's 
‘How to make yourself happy’ mantra, the Anand Groups Sys- 
tem of hub trainers..., the list goes on and on. 

While recognising all these strengths, I want to point out 
two distinct challenges that face the Indian workplace. The 
first relates to the role of women. At two of the Seminars, 
women in the audience asked pointed questions about the 
status of women in the organisations. In contrast to what I 
have observed in other countries, I was struck by the near ab- 
sence of programmes and policies related to women — either 
in terms of improving their career opportunities or on issues 
related to work-family balance. As more women enter the In- 
dian workforce, I assume Indian companies will be forced to 
face this issue more directly. That has certainly been the expe- 
rience in Europe, and in North and South America. 

The other major challenge will be to keep HR systems in 
high-growth companies from becoming too bureaucratic, 
Many Indians come from families whose main work experi- 
ence was in the government. Hence, many Indians may un- 
consciously feel that larger organisations inevitably become 
bureaucratic, as was the case of many of their parent's genera- 
tion. It would be a shame if this mentality became dominant. 

Indeed, as I see it, avoiding the dehumanising tendencies 
of bureaucracy is the biggest challenge facing the Indian 
workplace. What really distinguishes great workplaces is the 
human touch. It is important to develop systems that are fair 
to all; we heard many examples of companies that have inno- 
vative systems for equitable performance management ap- 
praisals at the Seminars. But as organisations become larger, 
fairness sometimes gets translated into sameness. 

As many others have undoubtedly said in recent years, In- 
dia is at a defining moment in its development. It is my hope 
that as the Indian workplace gets defined in this exciting pe- 
riod, that definition includes a distinctively Indian way of 
treating people. Hopefully the new Indian workplace will be 
one that combines the caring of the traditional Indian family 
and concern for values along with the ingenious Indian ability 
for creative and elegant solutions to complex problems. But 
above all, my hope is that the new Indian workplace being 
fashioned across the land today will always be a workplace 
with a heart. If it does so, India will truly be a beacon for those 
trying to create great workplaces elsewhere inthe world. Ñ 
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What makes a great 
workplace tick? The Great 
Place to Work Seminar 
Series looks for the answers. 
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ID you know that the quality of your workplace has a 

direct bearing on the shareholder return that your 

company generates? Hard to believe, did you say? 

Well, you wouldn't disbelieve it if you had seen the 

data presented by Robert Levering, the co-founder of 
the Great Place to Work Institute, Inc. His firm publishes a 
much sought-after list based on a survey of the 100 best work- 
places across the globe every year. Levering was down last 
week to lead the first Great Place to Work Seminar Series in In- 
dia, organised by Businessworld in association with Grow Tal- 
ent and the Great Place to Work Institute, Inc., in Mumbai, 
Bangalore and Delhi. 

Listen carefully to what Levering said: Let’s assume that 
you want to build a portfolio of stocks drawn from the Top 100 
US companies in the first Fortune magazine Best Employers 
to Work For list in 1998. If you held on to all these stocks till 
2003, your portfolio would have fetched a return of 72.9%. 
Now compare that with the S&P 500. During that five-year pe- 
riod, the S&P 500 would have generated a return of 25.2%. 

Now assume you did what every investor does — churn 
the portfolio. So every year, you drop those companies that fall 
out of the Great Place to Work list and replace them with com- 
panies that make it to that year’s list. Take a wild guess how this 
new portfolio would perform? The results stunned Frank Rus- 
sell, the investment bankers who did the research for Levering 
and his folks. The reset portfolio clocked a return of 133.8% — 
five to six times that of the S&P 500! “The guys at Frank Russell 
say that they have never seen a factor which has such a high 
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(Top left) Tanya Dubash of Godrej Consumer Products 
receives the award from chief guest Ashok Ganguly at 
the ceremony in Mumbai 


Bob Hoekstra, CEO of Philips Software, shows how 
Philips touches the lives of its key stakeholders, 
especially its employees 


Rajiv Bakshi, chairman of PepsiCo India (centre), ata 
panel discussion in Delhi. On his right is Empower Works 
CEO V. Balaraman 


Arun Maira, chairman of Boston Consulting Group, 
delivers a scintillating keynote address in Delhi 
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correlation with shareholder returns,” said Levering. 

For the 500-odd delegates who thronged the conference 
hall in the three cities, there was plenty more in store. The 
CEOs and human resource heads of the best Indian compa- 
nies that featured in the inaugural Great Place to Work survey 
(published in a special issue of BW in September 2003) then 
took centrestage. 

Here's a sampler of the things they do to make their work- 
place special: Godrej Consumer Products has a unique re- 
verse mentoring initiative. Here, young executives in the 
group help chairman and managing director Adi Godrej and 
some other senior managers to come up to speed on technol- 
ogy and other issues. NIIT has found that 74% of the IT profes- 
sionals stay at the current job because of opportunities to 
learn. NIIT went through its most turbulent phase a couple of 
years ago. That's how it developed an elaborate e-learning 
programme. FedEx has an educational reimbursement pro- 
gramme, where employees have a choice to enrol for any 
training course — and the company reimburses them up to 
$3,000 a year. To ensure that employees live the organisational 
values, Aviva gives the Aviva Values in Action award to employ- 
ees who are role models and walk the talk. 

Companies shared dozens of best practices. But there was 
one important lesson that emerged from the day-long semi- 
nars. Besides great policies, good workplaces offer plenty of 
facilities: gyms, cafeterias, a pick-up facility, piped music, etal. 
But that doesn't necessarily make them great places to work. 
The credibility of management, fairness and respect for em- 
ployees, pride and camaraderie among employees form the 
cornerstone for truly great workplaces. 

Clearly, the 25 companies that made the final cut in the 
first Great Place to Work Survey in India did come across as 
sincere in their efforts. In the coming years, the fight for the top 
slots will only get tougher. But in the end, there will hopefully 
be many more great places to work for in India. 

The principal sponsor for the Great Place to Work Seminar 
series was Adrenalin — the strategic human resource man- 
agement software from Empower Works. The event was co- 
sponsored by Birla Sun Life Insurance, while Allied Domecq 
was the associate sponsor. a 
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(Top right) Nani Jhaveri, CEO of Birla Sun Life Insurance, 
offers insights on how to foster a culture of meritocracy 
in the workplace 


Texas Instruments CEO Bobby Mitra (extreme left) 
receives the award for the No. 1 Great Place to Work 
from MindTree CEO Ashok Soota in Bangalore 


“Great workplaces build competencies ahead of 
schedule, and leave time and space for reflection,” says 
Anil Sachdev, founder of Grow Talent 


Managing director Bharat Puri explains why Cadbury's 
success is 80% about people and 20% about strategy 
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BROWSING 


Santanu Mukherjee 
Country manager (South 
Asia), Visa International 


I read a variety of books — from 
inspirational to business and 
finance-related. I’m currently reading 
LOSING MY VIRGINITY — THE AU- 
TOBIOGRAPHY by Richard 
Branson. It is the unusual story of Í 
one of the business geniuses of our | 
times. Branson dropped out of school 
to become a billionaire! Since then, 
he has written his own rules for suc- 
cess, creating a group of companies 
with global presence, but no central 
headquarters, no management 
hierarchy and minimal bureaucracy. 

I picked up the book from a book- 
store at the airport. I continually refer 
to it as a source of inspiration. E 


iy 
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ALERT 
Decide & Conquer 


Stephen P. Robbins (Pearson 
Education) 





ws Decide & Conquer 
gives you some nifty 


—— tools for better 
"ic decision making; it is 


different from making 
the right decisions. 
Various studies shows 
that humans are suckers for 
mental biases like selective 
perception. (A survey of a million 





high school students found that j 


they all considered themselves 
above average in their ability to 
get along with others.) The book 
introduces you to many of the 
behavioural traps you must avoid 
while making decisions. Read it 
if you agree that erring again 
and again is... well, sub-human.@ 





NIRANJAN RAJADHYAKSHA 





HE East India Company set up 
base in India at the beginning 
of the 18th century. It did not 


first English merchant in Surat, 
to realise that the local traders 
were masters of the game. He saw how 
they jacked up prices whenever a for- 
eign ship came to Surat to buy Indian 
goods. These local merchants, thought 
Finch, were “as subtle as the devil”. An- 
other foreigner Tavernier said a few 
decades later: “The Jews engaged in 
money matters in the Turkish Empire 
are usually considered to 
exceptionally able, but they are scarcely 
fit to be apprenticed to the money 
changers of India.” 
We have a long and impres- 

sive business tradition, but 


take long for William Finch, the | 


emak ____— 


The lessons 





when the Moghuls were ruling most of 
the country from Delhi and ends in our 
times. On the way, we meet an 
interesting cast of characters. There is 
Virji Vora, the biggest trader and fi- 
nancier in Western India before the 
British, who had agents in port cities 
across Asia, and Fateh Chand, the Patna 
banker, whom Edmund Burke called 
the Rothschild of India. 

We later run into names that are bet- 
ter known to us today. Dwarkanath 
Tagore, the most-prominent business- 
man of his times in the East India, and 
the partner in the first joint-venture firm 


| between Indian and English business- 


be | 


men. David Sasoon, the Jew from Bagh- 
dad who came to Bombay, and opened 
a branch in Japan just four years after 
that country ended its age-old isolation 

in 1853. Premchand 


= THE OXFORD HISTORY OF 


one that is unfortunately 
buried under a heap of 
mediocre corporate ha- 
giographies. There are a 
few exceptions, especially 
the work of Dwijendra Tri- 
pathi. In his monumental 
book The Oxford History of 
Indian Business, Tripathi 
tells a story that starts 


SELECTION 
Measuring 
brandwiath 


QUITY is one of those quirky words. 

Depending on its immediate neigh- 
bours, it may mean several things 
between justice and investment. But it’s 
when it is juxtaposed with ‘brand’ that 
common sense starts failing and strate- 
gists get animated. Fuzzy or fuzzier, 
brand equity is one of the most trea- 
sured possessions of the post-globalisa- 
tion company, Naomi Klein be damned. 

Today it’s not merely a catch-all 
phrase for the intangibles begotten by 
good marketing. Robert Kaplan and his 
Balanced Scorecard have gone round 
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THE OXFORD 
HISTORY OF 
INDIAN 
BUSINESS 


By Dwijendra Tripathi 
Oxford University Press 
Pages: 384; price: Rs 1,500 


the sun more than ten times. Corpora- 
tions are regularly appraised by 
external and internal stakeholders. The 
customer is all but crowned. 

But Tim Ambler would have us be- 
lieve otherwise. His MARKETING AND 
THE BOTTOM LINE: The New Metrics of 
Corporate Health —a distillation from a 
30-month research programme at the 
London Business School — laments the 
continued fixity of 
management 
gaze on price and 
distribution rather 
than product and 
customer, where- 
from future earn- 
ings would flow. 
Ambler sets out to 
remedy this with 
the precision of a 











____ BOOKMARK 


of business history 


Roychand, the first great spec- 
ulator in Bombay’s financial 
and commodity markets, and 
a host ofindustrial pioneers — 
from J.N. Tata and Prafulla 
Chandra Ray to G.D. Birla and 
Dhirubhai Ambani. 

However, there is far more 


in this book than portraits of the busi- | 
nessmen who made their mark over the | 


centuries. A great book (and Tripathi’s 
book qualifies as one) inevitably com- 
bines both interesting nuggets of infor- 
mation and large dollops of insight. This 
book has both. 


It helps us answer, for example, the | 


big question: why did India lag behind 
in the race to economic development? 
There are several theories. First, there is 
the belief that India’s early merchant 
kings did not have sufficient capital to 
build sustainable businesses. The large 
majority of them were, according to one 
Dutch scholar, minor ‘peddlers’. Tripathi 


shows that many of the early merchants _ 


(like Virji Vora) had national networks. 
And he points out that the indigenous 
hundi system of money transfer “could 
not have functioned without the 
presence of a large number of credit- 
worthy merchants and bankers 
throughout the land”, 


chartered accountant, deconstructing 
the folly of setting too much in store by 
oft-used measures like brand value and 
present discounted value of future 
sales. He tackles the unwieldy topic of 
measuring innovation health well and 
even advises when to misalign cut-and- 
dry metrics. At chapter ends, he dis- 
plays some of the evangelism of his 
one-time co-author, the venerable Philip 
Kotler, by providing tips that would help 
make the metrics work in boardrooms. 
Put off this purchase till the middle 
of this year, when the second edition 
hits the shelves. That one promises to 
plumb greater depths of this evolu- 
tionary science. It would also correct the 
anachronisms that jar in this 2004 In- 
dian edition of the 2000 book. it 


AMITAVA SANYAL 








Yet, despite the fact that the pre-in- | 


dustrial merchant princes accumulated 
substantial capital, they did not take the 
steps needed to take India towards the 
next stage — capitalist development. 
Why? Max Weber famously attributed 
this to “the Indian spirit”, or the lack of 
material ambition. Tripathi disagrees 
with this thesis as well, saying “the fail- 
ure of the merchants to use their com- 


mercial gains to move forward towards | 


industrial capitalism had more to do 


with the absence of objective precondi- _ 


tions for industrial transition than reli- 


DWIJENDRA TRIPATHI pioneered the study 
of business history at the Indian Institute of 
Management-Ahmedabad. His publications 
include Business Houses of Western India 
and Business and Politics in India — A His- 
torical Perspective. He is also the founder- 
editor of The Journal of Entrepreneurship 


gious-cultural orientations of the prin- | 
_ something about Jamshetji Tata, who 


cipal actors.” 

Then there was also the strange 
aversion to risk. Take the case of Ranch- 
hodlal Chhotalal, a clerk in the customs 
department at Ahmedadbad. He would 
have been the man who built India’s first 
textile mill at Broach. But his bankers 
developed cold feet at the last moment 
— a common occurrence in those days. 


The horror 
of dynasty 


EVIN Phillips's tale of the 

web of corruption and 
power that surrounds the 
American first family is 
certainly not the first. Nor 
does it add much to the huge 
pile of evidence that links the 
Bushes to companies such as Enron and 
Halliburton. What makes this account 
more credible is that Phillips is a former 
Republican strategist. 

In AMERICAN DYNASTY: Aristocracy, 
Fortune, and the Politics of Deceit in the 
House of Bush (Viking Press), the author 
traces the rise of the Bush family 
through its Ivy League connections, vast 
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Others also suffered in simi- 
lar ways. This fear of risk is 
also perhaps why India (and 
specially the western parts) 
saw joint-stock companies 
gain in popularity over part- 
nership firms. Capitalism 
does not move in tandem 
with risk aversion. 

Thenthereisthe issue of technology. 
While Indian businessmen used local 
traditions to raise capital and organise 
businesses, they inevitably imported 
technology. What's worse, there was 
hardly any attempt to adapt these 
technologies to local conditions. This 
could be because Indias early business- 
men came mostly from trading back- 
grounds unlike the founders of indus- 
trial firms in Europe, who were 
craftsmen and scientists. 

Yet, these men were often far ahead 
of their times. As a parting shot, here's 


died a hundred years ago. Did you know 
that way back in the 1870s, Tata had 
tried out a new management structure 
in Empress Mills? He was a salaried 
managing director reporting to a func- 
tional board of directors. 

There is, evidently, alot to learn from 
business history. + 


wealth and questionable 
political manoeuvring to get I 
to the White House, and 
then, shake the foundations `! 
of constitutional democracy 
in the US. i 

No other family that has | 
fulfilled its presidential | 
aspirations, insists Phillips, i 
has been so involved in the x 
arms industry — often atthe | 
expense of regional and | 


world peace. The book is a compilation 
of systematic deceit and secrecy, shady 
business dealings and cronyism that 
has characterised this administration. 
But what is truly horrifying, according to 
the author, is the dynastic nature (two 
presidents and a governor so far) of the 
Bush family's power. In America, that's 
the worst sin of all. 
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Let us not be mod st 


RIME Minister Vajpayee's visit to Pakistan has | 





opened doors. He reached out to Pakistan 
many times before, every time to be repulsed. 
But this time the process has moved some 


way without breaking down in bad temper, | 


rudeness and recrimination. Beginning last April with his 
speech in Srinagar, however, the Indian government has 
moved with deliberation. Since the Saarc meeting in Jan- 





It must be integration — economic, cultural and emo- 
tional. It must be to get so close that it no longer matters 


_ which side Kashmir falls on. The two countries have tried 





uary, the pace has picked up, but both sides are concen- | 
trating on the process, made well aware by past experi- | 
ence that there is no quick fix, no magic solution to their | 


mutual problems. The joint secretaries in the foreign min- 
istries of the two countries met on 16 and 17 February, fol- 


lowed the next day by foreign secretaries. India now has a | 


holiday season for serious talks 
since a government is stepping 
down and the shape of its suc- 
cessor will not be known till the 
elections are held. But the for- 
eign secretaries have agreed to 
continue to work on opening 
up roads and rail tracks, and to 
meet again in May or June. 
That is when they will discuss 
Kashmir as well as nuclear 
weapons; and they will prepare 
the ground for a meeting of the 
foreign ministers in August. 

Before the Agra summit in 
2001, General Musharraf had 
insisted that there would be no 
preparations by bureaucrats, 
no previously agreed agenda, 
and that Vajpayee and he 
would spend the maximum time with each other. So it 
came to pass, and both regretted it. Having bitten off too 
much once, both sides have been shy. Caution is the key, 
process rules, and slowness has become a virtue. 

This is how governments work; ponderous as ele- 
phants, distrustful of initiative and innovation. And where 
foreign policy is concerned, our government has histori- 
cally worked badly — for decades locked in hostility to- 
wards the US, Pakistan and China, incapable of solving 
the simplest disputes such as the Sino-Indian border dis- 
pute. Vajpayee's achievement is that his impetuosity has 
overcome this monumental inertia: it has repaired the 
deep rift with the US, taken the hostility out of relations 
with China — and brought Pakistan around to talking. 


It would be an historic error ifthe PM's flair, his willing- | 


ness to take risks, his foolhardiness if you will, falls victim 
to bureaucratic caution. It is important that the larger ob- 
jective of this entire exercise is not lost sight of. And that 


objective must be more ambitious than mere lack of war. | 


What matters is not orderly 
contacts courtesy grandmother 
governments, but uncontrolled 
flow of people, ideas and things 








out separate development for over half a century; by 
doing so they have only fallen behind. If they were to 
stand together, they would carry far more weight in the 
world, and would have to spend far less in making a show 
of strength — for in a nuclearised world, force can only be 
for show. 

What matters is not trains and buses, but the interflow 
of people. What matters is not so-called preferential trade 
agreements, but movement of goods across the borders. 
What matters is not so-called cultural exchanges, but ex- 
posure to each others cultural and intellectual life. What 
matters is not orderly contacts 
by courtesy of grandmother 
governments, but an uncon- 
trolled flow of people, ideas 
and things. 

And the way to achieve 
these great aims is to focus, not 
on instruments, but on the vol- 
ume of interchange. Instead of 
negotiating the number of 
visas, the two countries should 
be defining classes of persons 
who would be able to travel 
without visas — businessmen, 
intellectuals, journalists, craft- 
smen. Instead of writing down 
which items can be traded in 
2011, they should be defining 
why anything should not be 
traded. Instead of planning tar- 
iff reductions over a decade and more, they should agree 
to free a third of tradable goods from all restrictions every 
year. Both countries should agree to issue a large and ris- 
ing number of student and work visas every year. 

In India as in Pakistan, a war is being fought between 


REUTERS 


_ the forces of autarchy and openness, bigotry and toler- 
| ance, inwardness and outwardness. Politicians of both 
_ countries have taken sides in this war, usually the wrong 


side. Despite their worst efforts, despite Ayodhya and ji- 
had, India is more open — and more confident — than a 
decade ago. It is in our interest to nudge Pakistan in the 
same direction. The prospects have never been brighter. 
After two attacks on his life, President Musharraf has lost 
taste for clandestine violence. The exposure of its nuclear 
brigandage has narrowed Pakistan's freedom of manoeu- 
vre. Pakistanis recognise India’s better performance, and 


| want to emulate it. Now is the time to demonstrate the su- 


periority, not just of peace, but of brotherhood, not just of 
shaking hands, but of marching forward together. | 
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Offshoring politics 


(J I work for a US engineering 


services firm with an office in India. 


Our clients (in the US) have not 
laid off anybody because we 
offshore the work to India. We 
augment our clients the way an 


immigrant has traditionally done in the US 


— by doing chore work. 
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I cannot send your article to my clients. You claim the classic 5% 
floor to unemployment lest inflation will rise. The 1990s showed that 
2.5-3% unemployment did not affect inflation due to more productivity. 

There has been a job loss drumbeat for 40 years. Republicans and 
Democrats are scared. It’s about jobs, not outsourcing. 


Gregory J. Hebert, Via email 





MISSING POINTS 

Your article ‘The Future Of IMs’ (BW, 1 
March) missed the following issues: 

E A B-school’s revenue comprises fees 
from first- and second-year students. 
You simply added up the fee from 60 
students to calculate a B-school’s rev- 
enue. Most B-schools in India have a 
minimum of 200 students (first and 
second year combined) by the third 
year of their operation. At a fee of 

Rs 40,000 per student, a B-school’s cost 
projections are covered, leaving room 
for faculty additions. 

NI Worldover, the trend is to reduce de- 
pendence on study loans, Would a 
manager burdened with loans be able 
to independently choose between 
public and private jobs? Unfortunately, 
none of your arguments, not even that 
of N.R. Narayana Murthy, talks about 
this issue. 

@ As far as autonomy is concerned, we 
need to distinguish between opera- 
tional autonomy and ownership. It has 
control and ownership implications. If 
the surplus in a B-school is generated 
by contributions from the gov- 
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I \ | | Letters can also be cent to 
| 


' ernment as well as private parties, then 
_ one of the stakeholders should not have 
_ anupper hand in the administration. 


Whose interests will be safeguarded 


_ ifthe ITMs' fee is not increased or the 

_ student intake in these institutes is re- 
_ stricted? It is puzzling that no one is 

_ seeking answers to these questions. 

_ G. Kumar, Via email 


_ CLARIFICATION NEEDED 
_ lam writing on behalf of Kai 
_ Taraporewala, managing director, India 


Advisory Partners. The article ‘Under 
Pressure: Why India’s Biggest Invest- 
ment Banks Should Be Worried’ (BW, 8 
March) mentions Rajeev Gupta of DSP 
Merrill Lynch expressing his surprise at 
the inclusion of the firm Houlihan 
Lokey Howard & Zukin in the India Ad- 
visory Partners League Tables. The firm 
Houlihan Lokey Howard & Zukin does 


_ not figure anywhere in India Advisory 
_ Partners’ 2003 INDATA survey of M&A 
_ activity in India and has certainly not 

_ made it to the League Tables that we 

| published. 

_ Shariq Siddiqui, india Advisory Partners 


_ BW REPLIES: Houlihan Lokey 

| Howard & Zukin has been included in 

_ the SDC Report 2003 and not in the 

_ India Advisory Partners’ survey as it has 
` been mentioned. 

\ | Weregret the error. — Editor 





editor@bworldmail.com 
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' Lessons 
From 


Sri Lanka 
© | ltsalessonin co-operation for 
the entire region. The island 
nation has overcome fears about 
Big Brother India, and is 
strengthening trade ties rapidly. 
Indo-Sri Lankan trade has 
doubled since the 1998 Free 


Trade Agreement. An on-the 
ground report from Colombo. 


38 The Toppers The corporates 
leading the trade charge. 


44 The Next Chapter How Sri 
Lanka wants Indians to use the FTA. 


48 Hard Drill The not-so-happy 
tales in bilateral trade. 


4 The World Trade Centre in Colombo: 
A symbol of Sri Lanka's increasing 
economic prosperity 





IN THE NEWS 


io IDBI; 
The Revival 


Strategy 


IDBI chairman M. Damodaran 

finally outlines his plan to rescue 
the development finance institu- 
tion. But will he be around to implement it? 


a |DBI's Damodaran: 
“I have a vision” 


11 Sandoz The generics arm of pharma giant Novartis 
becomes the first multinational to file for US Food and Drug 














Administration approval for a drug it has developed in India. 





14 Westbridge Capital Partners The Bangalore- 
based fund is finalising deals with Silicon Valley VCs to invest 
in US-based product companies with backends in India. 


16 Infrastructure Maharashtra has a unique incuba- 
tor model for infrastructure. It is using the money made from 
selling the Mumbai-Pune expressway to fund new projects. 


16 Run Up To The Elections 
The BJP young guard — Pramod Maha- 
jan, Uma Bharati, Venkaiah Naidu, et al 
— is the force behind the election cam- 
paign strategy. And Advani is back on his ` 
rath to retain his prominence. 


Advani: Will the rath do the trick? P 
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IN DEPTH 


20 Bubble 
Trouble 


Is the housing finance industry 
really headed for a bubble? The 
RBI and many others think so. 


26 Letter From The US india should not be satis- 
fied lapping up the low-end work that the US throws its way. 
Instead, it should go grab new business. 


Pernmnane © W 


52 Tabletop fusion How Taleyarkhan and his team 
took nuclear fusion from the realms of Utopia to a beaker. 


56 Interview saP technology chief Shai Agassi tells BW 
how the future of software will be different, very different. 





IN VOGUE 


62, Banking 
On A Branch 


The bank branch is dead. Long live 
the bank branch. Swanky new branches are taking the bank 
even closer to the customer. 


66 MBAs Degrees from Indias premier management in- 
stitutes might as well be called Masters in Bigtime Affluence. 


70 Bookmark What is the real problem with Indias 
fiscal condition? After all, there is no crisis yet. 


COMMENT 
18 Ashok Desai what can India do to 
retain its price edge? Curb inflation perhaps. 


ARBOR MENTIS 

32 Subroto Bagchi India does not 
realise that it has a great USP — its plurality and 
diversity — for marketing itself abroad. 


THAT’S IT 


60 Mala Bhargava The results of the 
Living Digital-IDC ‘Brands of Choice 2004’ survey. 
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' ‘Businessworld’ 


Barriers of the mind 


EAR and suspicion have been the emotions driv- 

ing South Asian relations for a long time now. Fear 

on the part of the smaller countries that Big 

Brother India is out to dominate them. Suspicion 

on the part of India that the countries on its 
periphery are out to undercut its unity and stature. The result 
has been a history of missed opportunities and futile ma- 
noeuvrings. Bangladesh will not allow its gas fields to be devel- 
oped to meet Indian demand for energy. Pakistan will not re- 
turn the most favoured nation status that India has granted it. 
India will not allow an Iran-Pakistan-India pipeline to be laid. 
The list goes on and on. 


The time may have come now to put all this behind us and 
visualise a different kind of future for the nations that consti- 
tute the Indian subcontinent. Prime Minister Atal Bihari Vaj- 
payee articulated this sentiment when he talked about a com- 
mon currency for the region. 
Many commentators have been 
quick to dismiss this as an im- 
practical idea. But they miss the 
point. The immediate practical- 
ity ofa common currency area is 
not the issue; the issue is how to 
erode the barriers of the mind 
that stop us from imagining an 
alternative future. 


Businessworld 


That is why Sri Lanka is impor- 
tant, and is on the cover of 
Businessworld. The island na- 
tion has shown the region how to overcome fears and suspi- 
cions and start a virtuous cycle of growth and prosperity. The 
free trade agreement between the two countries is already 
having its demonstration effect — other neighbours are be- 
ginning to see the logic of closer relations with an economi- 
cally resurgent India. 





THE CROSSING 


Senior Editor Rajeev Dubey spent nine days in Sri Lanka to 
capture not just the numbers that underpin the story, but also 
the feelings, hopes and attitudes. And, of course, the opportu- 
nities for Indian businesses. “The popular perception about 
Indian goods has improved dramatically,” says Rajeev, who 
thinks there are still a lot of untapped possibilities. As busi- 
nessmen in the two countries figure out ways of making 
money, Indian policy-makers will do well to remember that 
building a co-prosperity region in its backyard is a crucial step 
in the country’s preparations for a bigger global role. 


le S 


TONY JOSEPH, EDITOR 


BUSINESSWORLD 9 22 MARCH 2004 


IDBI/IDBI BANK 


Bank to merge with parent 


NDUSTRIAL Develop- 

ment Bank of India 

(IDBI) chairman 

M. Damodaran has, for 
the first time, outlined a plan 
to turn around the develop- 
ment finance institution 
(DFI) — with a bit of a booster 
from the government. 

At his first meeting with 
the IDBI Employees Union 
since he took charge of the in- 
stitution last September, 
Damodaran said IDBI’s com- 
mercial banking subsidiary, IDBI Bank, 
would be merged into the parent by the 
end of 2004. 

He added that IDBI would not be 
converted into a commercial bank but 
would undertake commercial banking 
activities in addition to its DFI func- 
tions, which will remain the “bread and 
butter” activity. Till the merger, IDBI 
Bank would remain an independent op- 
eration, but afterwards, its 99 branches 
would come into IDBI’s network. 





SANJIT KUNDU 


IDBI would go in for commercial bank- 

ing primarily to raise low-cost funds. 
On staffing, Damodaran assured 
that there was no VRS plan. In fact, he 
said with the expected growth of 
both the DFI (as ‘nodal’ 
agency for in- 


IDB, B frastructure 
Stgeq Wik top funds) and 
end of th IDg retail banking 
Br “004 Tb operations 
to 2 
deya, “Ont IDBI might 
e in 
Ce aceyPmens® have to increase 
` ie . 
| | to he mm pe S its staff strength 
Elaborating on the Cheap Useg š; b from the present 
finance minister's 4 funds Soure iag 2,900. What is 
Budget statement on a br ia more, after the IDBI- 
about IDBI continu- Ipp stop g} Ch IDBI Bank merger, 
BI p Shop S to b 
ing to be India’s ducis for an? employees who want 


‘lead’ DFI, Damodaran 

said the Rs 50,000 crore allocated for 
infrastructure in the Union Budget 
would be routed through the organisa- 
tion. All banking activities — develop- 
ment and commercial — would be 
done under the IDBI Limited umbrella. 


to shift to the retail 
banking operations 
would be allowed to do 
so after they are put through a training 
programme. Already, 450 employees are 
being trained at IDBI Bank's training 
centre in Navi Mumbai. However, there 





PHARMACEUTICALS 


Sandoz files ANDA from India 


HE $3-billion Sandoz has become | 
I the first international generics 

company to seek US Food and 
Drug Administration (USFDA) approval 
to market an off-patent drug developed 
by its Indian research and development 
centre. In early February Sandoz, the 
generics arm of the $24-billion Swiss 
drugmaker Novartis AG, filed an abbre- 
viated new drug application (ANDA) 
from India to market a gastrointestinal 
drug in the US, the world's largest phar- 
maceuticals market. 

It is undecided where the drug will 
be manufactured. But India's pharma- 
ceutical industry should take note. 
Many international generics companies 
have been sourcing products from In- 
dian manufacturers to sell in the $18- 


billion US market for off-patent drugs. 
But few own manufacturing and re- 
search establishments here. This is be- 
ginning to change. Sandoz is one of the 
early entrants, having started its R&D 
centre five years ago in Thane, near 
Mumbai. This is one of four Sandoz 
R&D centres working on generics 
across the world and the only one in 
Asia. The Indian centre has filed 23 ap- 
plications to market finished medicines 
in Europe. 

With the US being the growth driver 
for Sandoz, the Indian team will play an 
important role in developing products 
for that market. “India will be significant 
as part of Sandoz's plans for the US,” 
says Jagdish Dore, managing director 
of Sandoz India. 
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Indian drug companies accounted 
for 20% of all ANDA filings in the US 
last year and 30% of all bulk drug filings 
(DMFs). India also has the largest num- 
ber of FDA approved manufacturing 
units outside the US. 

Companies like Ranbaxy and Dr. 
Reddy's Laboratories have leveraged 
India's strengths in process chemistry, 
product development and low-cost 
manufacturing to secure successful 
niches in US and Europe. Now Sandoz 
wants to draw on the same strengths. 

In fact, Sandoz has hired from at 
least one of these companies. In Octo- 
ber it recruited the New Delhi-based 
Ranbaxy's former vice-president of 
pharma research and regulatory affairs 
Rajiv Malik, as head of global develop- 
ment and registration. He will be based 
in the headquarters in Vienna. The 
Thane centre has also recruited from 
Ranbaxy. It's likely to attract talent from 





is no compulsion to shift out of the DFI 


operations. 


Damodaran convinced employees | 
about the need for taking up commer- | 
cial banking as it will allow IDBI to pro- | 
vide a complete range of services under | 
one roof. Access to low-cost funds will © 
help the DFI compete with commercial ` 
banks, which have eaten into IDBI’s | 


term-lending marketshare. Over time, 


IDBI has lost a number of its good | 
clients to them and uses most of its | 
meagre earnings to provide for bad as- | 
sets. Damodaran said it was time IDBI 
changed the perception that it was “a ` 


costly, slow and unwilling lender”. 


To that end, he is streamlining the ` 
operations. For instance, three commit- 
tees — credit committee, empowered | 
committee and the high-powered com- 
mittee — that used to go over every in- - 


vestment proposal are being merged. 


The merged panel will meet every 10 ` 
days and the meeting dates would be ` 
given out for a year to ensure that the | 
schedule is maintained and business | 


is done faster. 


Damodaran’s interaction with the ` 
employees not only served to remove ` 
the apprehensions in their minds, but | 
also inspired the union members, who | 
said they are hoping his attitude will | 


| Sandoz in India 
Turnover in 2003 Rs 29: 


_ Number of employees 950 Í 
Number of Scientists 130 ; 
&D locations 


One 


ufacturing units ` Three 


percolate to all levels in the institution. 

Damodaran wants IDBI to be the 
largest banking outfit in the country 
within the next two years, second only 
to the State Bank of India. Perhaps with 
the merger of another commercial bank 
(later), it could even become India’s 
No. 1 bank in about five vears. He also 
stressed that irrespective of which PSU 
bank it merges with — Bank of Baroda 
or any other bank — IDBI will not lose 
its identity. 

But that's all that IDBI may be left 
with. For, Damodaran, the man who has 
changed a lot of things in a 40-year-old 
organisation in just six months may not 
be around to fulfil his vision of making 
IDBI Indias largest bank. 

The finance ministry already wants 
Damodaran replaced by 31 May 2004. 
And it seems like the ministry has differ- 
ent plans for IDBI. A banking secretary 
in Delhi told BW last week that Indus- 
trial Investment Bank of India will be 
merged into IDBI. 

There's a lot of speculation about 
who is trying to move Damodaran out 
before he has even settled in. Whoever it 
is, if he succeeds, then for Damodaran 
and IDBI, well begun may not be half 
the job done. a 

VIKAS DHOOT 





BUSINESSWORLD 11 .. 2 MARCH 2004 





IIM-A FEE CUTS 





FTER the stormy meeting of 
A the IIM-A Society on 

— WA 9 March, N.R. Narayana 
Murthy may have rued the fact 
that he was away. As chairman of 
board of governors of the Indian In- 
stitute of e me 
abad, he is the ex io chairr 

of the lIM-A Soc 

have been different had he’ been 
there. But Sankit Lalbhai, who wa 
chairing the meeting, adjourned it 
when the government nominees 
threatened to dissolve- the socie ty. 
HM-A sources says itiost ag 
chance to surprise the govern 
and take the matter of the fee cut 
issue to court. 

The next HM-A Society meeting . 
is scheduled for 2 April. Murthy 
will probably chair that meeting. 
The agenda hasn't been worked. 
out yet, but if the legal challenge 
resolution does figure once again, 
then the battle to mobilise support 
among the 154 members will hot 
up. The HRD ministry will do its bit 
to muster support of the 
government companies like Indian 
Oil and Bharat Heavy Electricals. 
The lIM-A lobby is quietly trying to 
rope in support from the private 
sector — the Tatas, the 
Mahindras, the Mafatials, the 
Lalbhais and Glaxo — that are 
part of the Society. The initial 
response has been tepid. 

Even as the battie rages, the 
HM faculty across Ahmedab. d. 
Kolkata and Bangalore have added ` 
a new dimension with their un- 
precedented jawaqa criticisin 
the government order. If the fac- 
ulty ups the py sources Say it 
could pose a serious problern for 
the HRD Ministry. “What if the fac- 
ulty now chooses to stage a chil —__ 
disobedience movement?” asks a 
source close to the drama. Could. 
that stop Murli Manohar Joshi? @ 
INDRAJIT GUPTA 




















































































come to town? There was a 
buzz in Mumbai last fortnight that 
Warren Buffet was investing some 
of his billions in the ONGC privatisa- 
tion offer. Buffet soon denied any in- 
terest in the oil giant. 

it may only be a matter of time 
before the Sage of Omaha buys 
something in India. Just take a look 
at the latest annual report of 
Berkshire Hathaway, Buffet’s 
investment company, which was 
released a few days ago. For the 
first time ever, Berkshire Hathaway 
has a substantial investment in a 
foreign company — a 1.3% stake 
in PetroChina Company that is 
worth $1.34 billion. And there are 
also susbstantial foreign currency 
contracts that earned a profit of 
$825 million last year. Berkshire 
currently has open positions of $12 
billion spread over five currencies. 

So it’s clear that Buffet, the all- 
American investing hero, is looking 
outside the US for the first time in 
his long life. How long will it be 
before he sets his eyes on India? 


Aç 


TATE government deficits have 

been a growing cause for con- 
cern. A recent paper by the 
international Monetary Fund's 
Catriona Purfield shows that the 
problem does not lie with the way 
individual states are managed, but 
with a range of institutional factors. 
For example, states with greater 
access to loans and transfers from 
the central government tend to 
have bigger deficits. And states 
have little incentive to set their fis- 
cal house in order when they 
expect — based on past experi- 
ence — a bailout by the central 
government. 

This is perhaps why state gov- 
emment finances have not 
improved despite various attempts 
at reform. “Many of the recent 
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by Niranjan Rajadhyaksha 


state debt restructuring initiatives 
increased the risk of moral hazard 
and it is not clear they will prove 
sufficient to bring a lasting 
improvement in states’ finances,” 
says Purfield. 

The IMF has called for compre- 
hensive reform, including reducing 
regional disparities in access to 
central assistance, taxing agricul- 
tural income at the state level, 
introducing a state VAT, and 
extending VAT to services. 

Now, over to the Union finance 
ministry. 


£ 


HINAS leaders are busy trying 

o let some steam out of the 
country's overheated economy. 
Growth is now in excess of 10%, 
the trade deficit in February was 


E AE EA 


RTEA AA TE A A naypi SEN REN 


š 


$7.87 billion (yes, China will have a 3 


huge trade deficit this year), capital ` 


is pouring in and inflation has 
reared its head. 

A new article by Barry Naughton 
in China Leadership Monitor, which 
is published by the Hoover 
Institution at Stanford University, 
asks whether the Chinese economy 
is now a bubble, and what this 
means for both the economy and 
political leadership. 

Since the macroeconomic “soft 
landing” in 1996-97, “Chinese 
politicians have faced a fairly 
friendly economic situation”, says 
Naughton. There were problems 
like unemployment, but these 
did not affect the rich and power- 
ful. And the sluggish economy 
allowed the government to run up 
budget deficits, “giving them addi- 
tional benefits to distribute to polit- 
ical clients.” 

The bubble will demand a new 
set of policies based on austerity 
and fiscal discipline. It'll be inter- 
esting to see how China’s leaders 
manage the political effects of 
these new economic policies. 
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LONG DISTANCE RATES 
Downward 
spiral 


ITH the country’s largest 

telecom operator, Bharat 

Sanchar Nigam (BSNL), 
talking of launching international long- 
distance (ILD) operations by the end of 
March, the market is in a tizzy. Sud- 
denly, outgoing call rates are on a down- 
ward slide. 

The Siddhartha Ray-promoted Data 
Access has quoted the lowest rates for 
outgoing calls to the US, the UK, 
Canada and West Asia (minus Saudi 
Arabia). These areas account for 63% of 
the outgoing ILD traffic. Reliance is the 
lowest bidder for Singapore, Malaysia 
and Thailand (8%). Says Ray: “Since we 
have alliances with the global operators 
we can shave off costs.” 





Currently, the outbound traffic from 
India is 110 million minutes a month. 
BSNL accounts for 80 million, MTNL 10 
million and cellular operators 10 mil- 
lion. The remaining 10 million minutes 
is accounted for by the other basic ser- 
vice operators. 

Unless the Tatas-owned Videsh San- 
char Nigam (VSNL) matches the rates 
offered, it could lose a huge chunk ofits 
business. Data Access has offered a set- 
tlement rate of Rs 1.69 per minute. 
VSNL has offered Rs 2.20 per minute 
while Reliance is quoting Rs 2.90. Till 
now, VSNL had a settlement rate of Rs 6 
per minute. BSNL is negotiating with all 
the three service providers in the fray. It 
might match the rates. 

The immediate fallout could be a 
lowering of the ILD tariff by 15%. That 
could happen towards the end of 
March. That means a call to the UK will 
come down to Rs 6.12 per minute from 
the current Rs 7.20 per minute. Calls to 
the US would be at Rs 8.16 per minute 
against the Rs 9.60 per minute now. E 

ANUP JAYARAM 


Dust Resistant 


In a land where the environment is as diverse as the culture, and light plays 
hide-and-seek with shadows, it comes as a breath of fresh air to have a phone 
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VENTURE CAPITAL 


Reaping the 
harvest 


ARELY four months ago two 

successive delegations of 

venture capitalists from the 
Silicon Valley trooped into India to 
test the investment climate. It’s 
already paying off for local funds. 
Bangalore-based WestBridge 
Capital Partners (WBCP) is 
finalising co-investment deals with 
three Tier-1 Valley funds that will 
focus on US-based IT product 
firms looking to set up back-end 
operations in India. Mayfield Fund, 
Sigma Partners, New Enterprise 
Associates, Battery Ventures and 
Bessemer Capital Partners were 
among the Valley-based VCs that 
visited India. 

Goldman Sachs-backed WBCP 
expects to invest close to $90 mil- 
lion over the next 18 months. Ac- 
cording to WBCP managing direc- 
tor K.P Balaraj, the fund would do 
an average of one deal per quarter 
and most of its future deals would 
be with its Valley-based partners. 
The funding would be done out of 
WestBridge’s $140-million India 
fund, which has invested around 
$50 million in India till now. “The 
investment would be initiated by 
the US partner, we would come in 
as the second or third investor,” 
says Balaraj. 

WestBridge was among 
the first Indian funds to 
operate in the US-India 
corridor — it has in- 
vested in five US-based 
firms with back-end op- 
erations in India. 
Other funds in the 
same space like 
Jumpstartup 
Fund and 
ChrysCapital 
A are also 
seeking simi- 
; lar tie-ups. E 
; SNIGDHA 
SENGUPTA 
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TELECOM TAKES 


Data Access strikes out 


i | | | I NTERNATIONAL long-distance (ILD) telecom 
carrier Data Access is planning to follow up its 
— S entry into Mauritius with forays into Mexico 
K. (March) and Pakistan (June), managing director 
Siddharth Ray told BW. 

In Mexico, Data Access has tied up with long- 
|, distance operators Bestel, Protel and MarcaTel, 

! { which together command a sizable portion of the 
p ILD market. US-Mexico traffic, at 110 million-min- 
utes-a-day, is the biggest chunk of this market. 

In Pakistan, incoming international traffic is much heavier than outgo- 
ing traffic. Data Access plans to sign an exclusive agreement with Pakistan's 
WorldCall Pay Phone to carry incoming ILD calls to that country. Worldcall 
has near-monopoly in Pakistan’s ILD market. This agreement will be signed 
only after the country opens up the telecom market in April. Pakistan gener- 
ates 2 billion minutes of traffic in a year. 

From now on, says Ray, in most cases Data Access will follow the strate- 
gic alliance route that it has planned for Pakistan and Mexico. It had earlier 
set up subsidiaries in the US and the UK, while in Sri Lanka it has a joint 
venture with Sri Lanka Telecom, with which it also competes. g: 
ANUP JAYARAM 


Windfall for billing software 


ONSULTANCY company Frost & Billing Solutions Market (2003 E) 
Sullivan has predicted that 2004 an 


will be a bonanza for companies sell- 
ing billing software to telecom opera- 
tors in India. It expects the market, 
which was worth $33.2 million in 
2003, to grow 50%. And including the 
spends in-house, on vendors and 
systems integration, the expected 
growth is 600%, to $200 million. 
MTNL and BSNL will be the biggest growth drivers. Now, with operators add- 
ing 2 million subscribers a month, sophisticated billing systems are a must. 8 
RADHIKA DHAWAN 


Not such a bad Idea I 


HE ownership of Idea Cellular is like the shifting 

sands. The buzz now is that Kumaramangalam Birla, 
who was wary about this sector, has moved his outlook 
from ‘negative’ to ‘neutral’ after the unified licence was 
introduced. While this does not mean that Birla is trying 
to buy out Cingular's 33% stake in Idea, what it does 
mean is that the desperation to exit the business has been 
replaced by a watchfulness, say sources. In fact, the grapevine has it that Idea 
is trying to file its papers with Sebi by the end of March. i 
RADHIKA DHAWAN 
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(Tier 2) 


e Pvt. telcos (Tier 1): Bharti, Tata, Reliance,Hutch 
e Pvt. telcos (Tier 2): All except Tier 1 
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RUN UP TO THE ELECTIONS 


BJP’s Generation Next 


F the December assembly polls 

saw the advent of the next genera- 

tion of leaders in the BJP the run 

up to the Lok Sabha elections 

mark their takeover. From fund 
collection and distribution to overall 
strategy and ground level tactics; slo- 
gans to the Vision document (which will 
replace the election manifesto) to the 
selection of candidates, virtually every- 
thing that goes to make up a poll cam- 
paign is being handled by a crop of 
younger leaders. 

It's a formidable list — Venkaiah 
Naidu, Pramod Mahajan, Arun Jaitley, 
Sushma Swaraj, Rajnath Singh, Sanjay 
Joshi, Vasundhara Raje and Uma 
Bharati. All are in their late forties or 
fifties and have been carefully groomed 
through six years in power for a future 
without the established Vajpayee-Ad- 
vani-Joshi triumvirate. 

Nothing tells the story of this shift 
better than the BJP’s posters and hoard- 
ings. Murli Manohar Joshi disappeared 
from these many years ago. And he’s be- 


ing asked less and less to campaign for | 


the party. Advani remains, but he’s di- 
minished in stature. From being as 
dominant as Vajpayee, he’s now rele- 


gated to Venkaiah’s equivalent. And after | 


his bitter experience during the Decem- 
ber polls, when he drew very small 
crowds, Advani has decided to get back 








HEN the Maharashtra State Road Development 
W Corporation (MSRDC) decided to conceptualise, 

develop and finance road projects and bear the 
initial risk before inviting private players to take over the 


management and maintenance, there was much scepti- 
cism. Could it work? MSRDC has showed it can with the 


Mumbai-Pune Expressway. 


It is now following the same model for the Thane-Ghod- 
bunder road project in 
Mumbai, flyovers and 
ongoing road-widening 


The projects 


Mumbai-Pune expressway 








Advani sets off on his 2004 rathyatra from Kanyakumari 


on to his rath this time and do a mass 
contact programme. It’s a complete 
contrast to his campaign style in the 
1998 and 1999 polls, when he matched 
Vajpayee in jetting across the country 
and addressing big rallies. 

Vajpayee, of course, is the mascot for 
these elections. But the manner in 
which the controversial western UP don 
D.P. Yadav was inducted into the BJP 
speaks of his and Advani's slipping con- 
trol over the affairs of the party. Naidu 
and Mahajan didn't consult either Vaj- 





payee or his deputy when they cleared 
Yadav's membership, and it took some 
severe arm-twisting by the two senior 

partymen to get the decision reversed. 
Gen Next's rise began with its suc- 
cess in the December polls and if these 
younger leaders pull off a victory for the 
NDA in the Lok Sabha elections, they 
will have cemented their position in the 
party. For Vajpayee, the challenge in the 
post-poll period will be to manage the 
ambitions of the next generation. 7 
ARATI R. JERATH 








The unlikely incubator 


also being adopted for the Rs 1,800-crore Nhava-Sewri 
(Mumbai Trans-harbour) Link Project. 

MSRDC has invited private parties to develop this four- 
lane highway connecting Sewri in South Mumbai to Nhava 
Sheva in Navi Mumbai. The project involves the construc- 
tion of a 22.5-km main bridge (christened the JRD Tata 
Bridge) across the harbour, as well as the approach and dis- 
persal roads at both the Mumbai and Navi Mumbai ends. 

MSRDC has said it will finance the project, but bidders 
| are free to use funds from other sources. MSRDC chairman 
Anil Lakhina doesn’t mind trying out new models. “We are 


MTSE rene papapi, projects across the en- open to any other (funding) structure; that’s why we've kept 
' tire state. that clause in the sea link project,” he says. R! 
ihano moununder roan The same model is SUPRIYA KURANE 
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Ashok V. Desai is 
consultant editor of 
The Telegraph 


India 
should 
protect its 
price 
edge by 
curbing 
inflation 
and not 
allowing 
the rupee 
to rise 


y ashok v. desa 


Why did it not 











happen before? 


RECENT issue of BusinessWeek 
cites the examples of two young 
persons of about the same age. 
Stephen Haberman, 22, is just 
about to finish his Masters in 
software engineering from Carnegie Mellon 
University — the one which created the CMM 
standards so coveted by Indian software firms. 
Deepa Paranjpe, 24, is finishing a Masters de- 
gree from the Indian Institute of Technology, 
Bombay. Steve knows 11 computer languages; 
Deepa knows nine. Steve married Amy, a fellow 
computer science student from Nebraska. She 
cannot find a programming job, and is instead 
writing a novel. No high-tech software firms are 
coming to Carnegie Mellon, and Steve has con- 
tempt for the banks and brokers that come to 
offer jobs. He hopes to go to Omaha, and ser- 
vice the local software needs there. Deepa has 
got a job with Veritas, a US firm in Poona; but 
she is aiming to start out on her own. Over 
there, dashed hopes; over here, soaring ambi- 
tion. And over there, it is not simply a matter of 
ambitions being scaled down; it is a matter of 
jobs lost and livelihoods destroyed. This story is 
being repeated a thousandfold. 

Why is this happening now? It is due to a dif- 
ference in costs. Deepa will earn $10,620 a year. 
The lowest paid programmers in the US earn 
five times as much. These salary differentials 
could be protected as long as the programmer 
in the US did not have to compete with the one 
in India. The US is the world’s largest software 
market, accounting for about two-thirds of the 
turnover. It controls competition that foreign- 
ers can offer US workers through visa regime. 
The number of work visas issued is calibrated 
to the needs of the US economy; the US Con- 
gress cut down the number of annually issued 
H-1B visas from 195,000 to 65,000 last October. 

Still, the job haemorrhage in the US contin- 
ues. Deepa no longer has to go to America to 
take an Americans job; she can do it sitting in 
Poona. This is the result of advances in wireless 
technology; an 8-foot dish on her office build- 
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ing beams to her the data that her US client 
wants mined. She mines it and sends the fin- 
ished product back by wireless and satellite. US 
Congressmen can control jobs in the US; but 
US software firms no longer need to employ 
someone in the US to do the job. 

Butis it that different now? When there were 
no VSATs, software could still be shipped on 
tapes and disks. And as the Heckscher-Ohlin 
theorem stated in the 1930s, much before the 
advent of satellites, people do not have to move 
across borders for their wages to be equalised; 
the movement of goods is enough. The fact that 
cloth made on British-made looms in India 
could be sold in Britain should have raised In- 
dian wages to the British level — and if British 
wages continued to be higher, it should have 
caused unemployment in Britain. 

Which it did; over a fifth of the labour force 
in Britain was unemployed in 1930. And not 
just in Britain, but also in the US, and in Europe. 
Those countries liked equalisation of wages as 
little as they do now. That is why the US im- 
posed import duties in the 1930s that were 
higher than India’s today — and India is the 
worst imposer of duties today. That is why 
Britain used Imperial Preference in 1934 to cre- 
ate a wall of tariffs around the empire. 

Joan Robinson called these beggar-my- 
neighbour policies; and so they were— they ex- 
ported unemployment to other countries. But 
a country can have unemployment only if the 
unemployed cannot compete with and take 
away jobs from the employed — if wages are in- 
sensitive to employment. They are not entirely; 
programmers’ wages in the US, for instance, 
have fallen 15% since the downturn of 2000. 
But they would need to fall 80% for them to be 
competitive with Indian programmers — and 
they cannot because the cost of living in the US 
is roughly five times that in India. 

That is where our competitive advantage lies 
— in our low price level. That is what we should 
protect — by eliminating inflation, and by not 
allowing the rupee to appreciate. E 





are GN ann 


EN EH IRAN NI RMU Yu Ann Ninn MEL AMARA RM RANE RNY AR Eater Repeater eat! 


stearate mr A pm ieee Ah mem RRA Aswan aaa arene we 


RR reine aE OAL NTN BRA EE ANE totem ome AARON E N a AAN AA bate nA rch shut titel AAAA A N 


IR hE Sel BRE RAIA A UNE A 


MAN AAAN PLEA EAA SORA AAA HANLON dasa GAN hors wasu A I e 


a ta ere E EEEN EEEE 


ua ENN Rd — Anna pet LSAT ed eI ne an AO a. 


No more Travellers' Cheques! No more Cash! 
Just carry this magic card to access ATMs and 


shop anywhere in the world. 


State Be 


Electron | 


Accepted at over 8,50,000 VISA ATMs 
Accepted at over 13 million VISA merchant establishments 


Allows transaction in odd denominations. 
(Withdrawals in all currencies) 


No hassles of finding money changers 


Issued from $500 to $10,000 for individuals and unlimited 
for corporates* 


Can be reloaded from the issuing branch 
any number of times wherever the holder may be* 
Balance enquiry through ATMs 


* As per RBI rules 


° 










* 


Your helpline 


v SA Global Customer / Ç 








$tate Bank of India 


——r 





With you - all the way 


www.statebankofindia.com 
E-mail: vishwayatra@sbi.co.in 


Se anarchic oO Cline re 








sy tegeesseetectoentenaes 





















p g 





E 
ie 
fs 
oc} 

|M 
C 
-i 





Tne 


bubble’? 


NIRANJAN RAJADHYAKSHA 





say that swinging parties 
should go on and on and on 
into the night. But the masters 





that they be broken up well 
before there are bodies sprawled on the 
carpet. One eminent American central 
banker defined his role of financial 


party-pooper as follows: to take the | 


punch bowl away just when the party is 
getting started. 

Is it time to take away the punch 
bowl from the housing finance party? A 
recent missive from the Reserve Bank of 
India (RBI) on how banks are being 
tricked into fraudulent housing finance 
deals has perhaps come a bit late in the 
day. The housing finance party started 


about five years ago, as bankers realised | 


that it was safer to lend to consumers 
rather than to recession-stricken manu- 
facturing companies. Mortgages have 
grown explosively since then (See ‘But 
The Market Is Growing Rapidly...’), 


— 


HE gurus of popular culture | 


of central banking insist | 





There are fears that 
- the housing finance 

market is growing too 
fast for its own once 
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real estate. This has led to cheer and cel- 
ebration in the financial sector. But it is 
time to ask a sobering question: is hous- 
ing finance the next bubble? 

For more than a year before the writ- 
ten communication, the RBI has been 
sending out muted — and unwritten — 
warnings to banks. But on 13 December 
2003, during the annual conference of 
bank economists, RBI deputy governor 
Vepa Kamesan brought these concerns 


out into the open. “We are happy that — 


the housing loan portfolio of banks has 
increased. It is, however, increasing too 
fast. The delinquency rate in home 
loans at the moment is not a matter of 
concern. But it may not remain so if 
banks take to short-cuts,” Kamesan said 
to his audience. 

There was more that afternoon. 
B.D. Narang, chairman and managing 
director of Oriental Bank of Commerce, 
warned that bad loans in the housing fi- 
nance segment were rising and that this 
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would force banks to raise interest rates 
in the near future. Narang added that 
the current pricing of housing loans is 

based on the assumption that 


ans 0.5% of the loans would 

_ ut the market is go bad. The default 

growing rapidly, rate is already 

_ perhaps too rapidly... 1.5%, andis set to 

(growth as %) grow further. 

0 10 20 30 40 50 60 70 80 The current 

1999-00 44.4 pricing of 

mortgages, by 

2000-01 47.3 that logic, is 

2001-02 35.8 unsustainable. 

2002-03 27.5 Interest rates 

on housing 

3-04 77.6 loans have to rise 

helped by rising in- Bi. to make the game 
comes, lower interest < Source: ICRA worthwhile for banks. 

rates, tax breaks and cheaper These default numbers 


look modest, especially when com- 
pared to the delinquency rates for other 
types of bank loans. After all, one in 10 
industrial loans ends up in trouble. So is 
a default rate of 1.5% really worth 
getting scared about? Perhaps 4#“ 
not, but some caution is 
needed. Geeta Chugh, an ana- 
lyst with Crisil, says that bad © 
loans in the Indian housing finance 
sector “are much higher than those ex-. 
perienced in a developed market like 
the US”. 

Chugh also believes that the official 
non-performing asset (NPA) numbers 
do not tell the whole story, since the 
housing loan portfolios of Indian banks 
and finance companies are still “unsea- 
soned”. This means that, given the re- 
cent sizzling growth in the housing fi- 
nance market, most loans are very new. 
Typically, “a housing loan turns into an 
NPA only after a period of over a year’, 
says Chugh in a recent report. The 











Dari esas es rte ce trea eats re cerned nha mR ee ea, 


lagged NPAs — on old loans — are at 
3.3% today. And nine out of the 22 hous- 
ing finance companies that the rating 
wing of Crisil studied had bad loans of 
over 4%, The upshot: there are demons 
lying in wait below the placid surface, 
and these demons could rear their 
heads as the years go by. 

One clear threat is fraud. Scamsters 
have realised that banks are almost des- 
perate to give out housing loans. The re- 
cent RBI note to banks, a copy of which 
is available with Businessworld, warns of 
two types of fraud — deposit of fake title 
deeds and submission of fake salary cer- 
tificates. Both have been used to take 
multiple loans against the same prop- 
erty. The frauds have been pulled off 
with ease because bankers do not 
seem to have enough time for due dili- 
gence. They are just too busy distribut- 
ing money. 

“Frauds are growing, especially in 


co-operative banks and some ofthe .~ 


smaller housing finance compa- í 


nies,” says a senior banker. “But the ` 
bigger issue is what will happen if ` 
_ the immediate future, but most housing 


property prices fall or interest rates rise. 
- The lax lending practices that are multi- | 
plying all over will then start to hurt.” 
In arecent report, credit rating 
agency ICRA says: x 
“The lending 4 
norms on loan 
~ to value (LTV) š 
and instalment 
to income ratio (IIR) 
in India have be- 
come more liberal 
because of competi- 
tion. Further, the ac- 
tual leverage of individ- 
uals is sometimes not x 
known in the absence of 
credit bureaus.” Let us consider both 
these threats. 

Let us take real estate prices first. Ina 
typical mortgage deal, a house is partly 
financed by the homeowner — or the 
investor — and partly by the bank. 
Banks and housing finance companies 
used to insist till recently that home 
buyers put up 30% of the cost of 
the house from their own savings. Fi- 
- nance would be given for only 70% of 

the total cost of the house. This meant 
_ that even if real estate prices fell by 30%, 








_ into believing that home loans will keep 
. getting cheaper. So they have opted for 


putting 
~ returns under 
severe pressure. 


the buyer still had a house that was | 
worth more than his mortgage. There | 


was an incentive to keep paying the | selfinto a whirlpool. Mortgages are just 
housing finance company. | 2% of GDP and about 10% of the ad- 
This prudence has been done away __ vances of the banking sector. So the risks 
with in recent years. Many financers to the economy as a whole are minimal. 
give loans of up to 100% ofthe valueofa ` If the bubble were to burst, it would go 
pop rather than bang. 


house. Sometimes the figure can go up 

toas high as 105%, ifcosts such as stamp Also, the better banks and housing. 

duty and registration are taken into ac- | finance companies seem to have started 

count. In such cases, even a minor fallin | taking some steps to keep trouble at bay. 

the value of the house can be calami- One significant move is risk-based pric- 

tous. The buyer has a house that is | ing. In simple language, it means that 
different borrowers are being charged 


worth less than his debts. His home eq- 
uity is negative. So he is better off de- | different interest rates (depending on 
their financial circumstances). The 


faulting. The housing finance company | 
ICRA report outlines the road ahead: “In 


has an asset (the loan) that is backed by 
inadequate collateral (the house). Its a ` the absence of high interest rate spreads 
recipe for trouble. as in the past, the ability of mortgage 
Now take the issue of interest rates. | players to do risk-based pricing and to 
They have fallen by about 6 percentage | maintain a strict control on asset quality 
would have an important bearing on 


points over the past three years. Most 

borrowers have been lulled by this trend — their profitability.” Crisil says that the re- 
turn on housing loans is already plum- 

meting (See ‘...Putting Returns Under 

Severe Pressure). 

Some of the better banks are un- 
doubtedly doing this. But this writer de- 
cided to test the waters. | approached a 
private bank for a housing loan, and ex- 
plained to the eager marketing repre- 
sentative that I wanted as large a loan as 
possible. Could I add stamp duty and 
registration costs to the cost of the 
house? “Yes, of course,” he replied. 

Transaction costs became capital 











floating rate loans. A sudden rise in 
interest rates could wreck many 
family budgets. It seems unlikely 
that interest rates will go up sharply in 





- loans are for over 10 years. Interest rates 
could very well shoot up in the next 
decade: No one can tell for 
sure. That's danger No. 2, | 
because banks have | 

not been very 









HFS => strict about costs. And what about some of the 
— >> how much costs that I would be incurring to 
borrowers can furnish the house? Could I get a 





larger housing loan for that? “We can 
definitely work it out,” replied the tie- 


earn on a sus- 
tained basis over | 


3% the life of the loan. | clad smoothie. 
“6.93% Also, the absence of | An aberration? Perhaps. An i H adu sity 
credit bureaus means practice? Perhaps. a 





that banks are clueless 

about other types of 

loans taken by their clients. 
They could very well be over- 
leveraged. A simple salary 4 
statement gives no idea 
how deep in debt the client 
really is. 

Itis clear that in the mad 
race to grab clients and grow 
their portfolios, banks and fi- 
nance companies have been 
following lax lending practices. © 
But though there is now a widen- 
ing circle of concerns about the hous- 
ing finance business, nobody seems to 
believe that the circle will transform it- 
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HERE are about 1.5 million 
Indian immigrants in the US. 


That is nota significant num- | 


ber in a country of over 
275 million people. Would you 
have guessed then that India is 
the largest market in value for US tele- 
phony? People spend 4 billion minutes 
a year talking to India from the US. Per- 
haps we Indians talk a lot! There's ever- 
growing talk of India’s economic success 
especially among urban Indians and 
nostalgic immigrants in the US who are 
searching for stability in the post-9/11 
world. In a few years India will hold 
more opportunity than the US will, 
some predict. A deeper look validates 
some of these contentions but also 
poses several serious questions. 
The Indian professional is becoming 





more visible internationally. Software 
competencies did more for the white- 
collar Indian immigrant in the US than 
years of stochastic Indian diplomacy. 
Today more people in the US want to 
understand how we move business 
processes and take home US jobs than 
how we built the Taj Mahal or let cows 
roam our streets. There is a visible posi- 
tive change in the ‘packaging of India’ in 
the mind of the US executive. There is 
never a day that The New York Times 
(NYT) does not carry an article on India 
— Amy Waldman (on the NYT foreign 
desk) is certainly adding to our visibility 
here. The ‘branding’ of India is critically 
important in the process of marketing 
ourselves in the new century. In this day 
of globalisation, when terrorism, more 
than commerce, has improved the US 
understanding of world geography, the 
perception of India as a source of well- 
educated, globally-adaptable profes- 
sionals is invaluable for our growth. But 
we have barely begun this journey to- 
wards gaining global recognition and 
there is already talk of our achieving ‘su- 
perpower status’ next Tuesday! Lets 
tarry a little here. 


Corporate India 
can build an 
edge globally by 
embedding 
‘smarts in 
whatever it does. 
By Vasant Kumar 





Vasant Kumar founded and runsa 
boutique consulting company in the 
area of life sciences in Princeton, 

New Jersey. He can be reached at 
vasant@scriplogix.com. 


Capital is attracted to cheap labour 
and low taxes. Due to a serendipitous 
concatenation of events — both eco- 
nomic and geopolitical — a mix of high- 
technology communications with low- 
cost English-speaking labour allows 
Corporate America to draw advantage 
from India at a stage when productivity 
is all that matters in the US. On a base of 
$10-trillion, the US economy achieved a 
7.5% growth last quarter chiefly by re- 
ducing costs. We are one of the players 
that helped the US achieve this growth. 
China has been a major partner in this 
process for a much longer period. The 
US can help fuel immense growth in 
India in the foreseeable future. So let's 
stop making myths about the end of US 
dominance and see how to move be- 
yond serendipity. According to Peter 
Drucker, the US must outsource “every- 
thing for which there is no career track 
that could lead into senior manage- 
ment” and that will eventually improve 
the quality of people left working in the 
US. Our response must address this op- 
portunity intelligently. 

One, let’s understand that US firms 
are our customers and by bringing their 
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businesses to India, they can help im- 
prove our quality of life. So let's create a 
context that is not only conducive to 
business coming in but also attracts 
more. Talking to a friend who runs an 
accounting practice in Delhi, I hear the 
Indian bureaucracy is seeking to tax for- 
eign companies on income generated 
through business processes here. A re- 
cent study says that every dollar of work 
outsourced to India generates over four 
dollars for the US. Our bureaucracy is 
busy finding ways to tax the other four! 
For example, the plan to split call cen- 
tres that result in sales abroad into ‘core 
and auxiliary/ancillary activities’ for 
taxation is an absurd reflection of con- 
fused Pigouvian thinking (after Cam- 
bridge Neoclassical economist A.C. 
Pigou). At our stage of development — 
as an economy and a BPO centre — 
modelling our tax structure on ad- 
vanced economies will cook the goose 
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given our legislative and administrative 
abilities. We should think of enabling 
our outsourcing firms to access the 
markets in the US. The jobs created in 
India by this wave are helping build 
houses and keep fires burning at homes 
in distant nooks. Capital flees complex 
taxes — let's not find ingenious ways to 
fight market forces. 

Two, let’s get better at what we are 
currently doing by embedding ‘smarts’ 
in it. The capacity to build deep and 
broad customer relationships, serious 
vertical or domain strengths, and con- 
solidated project management skills 
should be the focus of companies ac- 
cessing the US market. We have some 
companies that can achieve all these. So 
we can provide services in several sec- 
tors of the US economy that are cur- 
rently not viable in the US but would be 
of immense value. This would also cre- 
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ate new engines of growth apart from 
the one where we migrate existing 
processes only. Net ratings (www.ne- 
tratings.com) is a recent line of business 
for the media research company AC 
Nielsen. It provides the industrys global 
standard for Internet and digital media 
measurement. It also provides analysis, 
offering technology-driven Internet in- 
formation solutions for media, e-com- 
merce and financial companies. It en- 
ables clients to make informed 
decisions for their Internet strategies. 
Cognizant’'s programmers in India de- 
veloped Net ratings, while analysts in 
the US interpret these ratings for clients 
in a line of business that didn't exist ear- 
lier. India was integral to a value-added 
line of business in Nielsen's portfolio. 
For example, US healthcare is reel- 
ing under burgeoning costs. Today, 
when you buy a car from GM in the US, 
the largest component you pay for is not 


The healthcare continuum 


Populations typically migrate from low-risk category of care to disease management. Pharma 
companies see an opportunity in the latter, while weliness companies target the former 
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steel or electronics but healthcare, at | 
15% of the price of the car. India can of- | 
fer many services — from analytics and | 


health informatics to niche interactive 
support systems in preventative life sci- 


ences. These services are inconceivable | 
in the US for reasons of cost but would | 
find a ready market if offered from out- | 
| for activities from optimisation of a lead 


side. | will elaborate on some of these 


possibilities later in this column. Such | 
opportunities to embed ‘smarts’ in our | 
services exist in several sectors and they | 


, 


will position India beyond a ‘backoffice 
that only migrates US jobs. 
Three, let's create a climate con- 


ducive for innovation. The West is awed | 
by our stock and flow (some 2.8 million | 
each year) of college graduates. CBS’ 60 | 
Minutes on Indian Institutes ofTechnol- | Global Research team (the research 


ogy underscored the quality of their tal- | 


ent. But the supply chain of education 
in India is flawed. Basic education must 
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not only be more penetrative, but it also 
must encourage more curiosity in the 
students to hold global stage. So the 
number of primary schools we build 
and how we teach our children need to 
be addressed. Instead, there is a distinct 
sense ofa ‘battle for the mind’ in doctor- 
ing content of text books, controlling 
donations to educational institutions 
and so forth. Should we not focus on 
making young Indian wetware truly 
global in its perspective? 

We are at the beginning of what can 
be a transformation that could make In- 
dia an economy of stature. This journey 
will take decades. We have a lot less to 
talk about and much, much more to do. 


Embedding ‘Smarts’ 


Į see various creative moves that Corpo- 
rate India can make to smartly address 
emerging opportunities in the US. Yet, | 
wonder if the dominant corporate logic 
in a period or surging op- 
portunity at home is 
more reactive in its ap- 
proach to the US. It is 
tough to argue that the 


5% l i 
š window of opportunity 
"x for outsourcing-driven 


growth will snap shut 
soon. But advantage can 
be built by embedding 
what we have begun do- 
ing for US firms with 
‘smarts’. It will increase 
our propositions value. 
Consider some recent beginnings 
that show Indias capability to operate at 
the high end of the value-creation 
chain. Among the large companies in 
India, Ranbaxy and GlaxoSmithKline 
have announced leveraging their re- 
sources together in the area of pharma 
research, Ranbaxy will be responsible 


47% 


compound provided by either partner 
to generation of a development candi- 
date. GE's technology centre in Banga- 
lore isa multi-disciplinary hub that ex- 
GEs R&D capabilities, 


advanced technology to its global cus- 
tomers. The centre collaborates with 
GE's two other centres that form the GE 


centre in Schenectady, New York and 
the China Research Centre in Shanghai) 
to cater to all of GE’s businesses world- 
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wide. Drawing on Indias unique multi- 
disciplinary skills — from mechanical 
and electrical engineering to polymer 
science and chemical engineering — 
the centre incorporates the latest tech- 
nology and e-engineering tools to facili- 
tate real-time global interaction with 
GE's businesses, technology centres, 
customers and suppliers. 

In the face of a shortage of radiolo- 
gists in the US, smaller companies like 
Teleradiology Solutions in Bangalore 
have been providing international 
‘nighthawk’ services in teleradiology. 
Exploiting time zone differences to 
complement the capacity of the US ra- 
diologists, the company has been assist- 


ing 35 hospitals in the US for the past | 
two years. This embeds niche domain | 
expertise to an IT-enabled process that | 


can now be developed further. 


To position some of these compe- | 
tencies, consider US healthcare with | 
some numbers. The spending on | 


healthcare will reach $3 trillion ny 2011, 
accounting for over 17% — 
of the US GDP The an- 

nual healthcare spend- 
ing per capita will have 
doubled from 2000 lev- 
els to $9,216. If the 
Medicare and Medicaid 


ties in the latter part of this continuum, 
while emerging wellness companies are 
attempting to address the early part un- 
der the premise that they can delay the 
advancing of risk. An understanding of 
this landscape gives rise to specific op- 
portunities with traditional process 
support in clinical process manage- 
ment, patient relationship manage- 
ment, physician relationship manage- 
ment and large institutions involved in 


healthcare plans, 


exist in the US today. 


The World Health Organization esti- ` 
mates that in 2000, over 93% of the ` 
world’s diabetic population was in India ` 
(31 seule China (21 million) and the | 
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poor and elderly are al- 
lowed to grow at current 


rates, these two programmes alone will | 
be worth a third of the US GDP by 2025. | 
About 61% of Americans are clinically | 


overweight and 27% are obese. This re- 
sults in growing healthcare costs thro- 
ugh diabetes, hypertension and depres- 
sion. In some ways, the fate of US 
healthcare in the next two decades is a 
future that has already happened. Ifa 
dramatic corrective action is taken, it 
would still need that time to have an im- 
pact on the cost of care in this country. Is 


there opportunity for India to position ` 
itself as a partner for the US in finding | 
creative solutions to its healthcare co- | 
nundrums? I believe there is. A few In- | 
dian companies have begun addressing ` 
the fringes of opportunities in this area | 
— particularly at the intersection of life x 


sciences and IT. 


category to disease management. 


US (18 million), and the affected popu- 
lation would double by 2030. The cost of 
diabetes in the US — direct costs and | 


productivity losses — exceeded $98 bil- 


done. We could build networks that fo- 
cus on prevention, measurement and 
treatment of diabetes to address the In- 
dian population that could also support 
companies engaged in addressing the 
challenge in the US. The sheer scale 
would give rise to opportunities along 
the continuum — from content, analyt- 
ics and health informatics to patient 
outreach, offshore clinical process 
management and claims management. 
It should also combine an understand- 
ing of the domain with our proven ca- 


pacity to enable processes using IT. | 
_ Such ventures should be tied into an 

In the continuum of healthcare, the | 
population advances from low or no risk ` 


American presence, and be seen as do- 
main-focussed experts that also under- 


_ stand technology. Market leaders like | 
Pharma companies address opportuni- | 


Apollo, Infosys, Wipro, and large en- 
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dispensing care. This also gives rise to | 
non-traditional value-added opportu- : 
nities along the entire chain. Large em- | 
ployers are moving towards consumer- — 
- directed x 
employees incentive to manage their ` 
healthcare costs. This builds an oppor- | 
tunity for services that can leverage ca- | 
pabilities in India; many of them don't | 
be ak 
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Finding solutions for the U 
healthcare industry — at tl 
intersection of life sciences : 
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Defence production calls for more than precision 
engineering. It demands performance in extreme 
and hazardous conditions. From the frozen glaciers of 
Siachen to the searing deserts of Rajasthan, our arms, 
equipment and clothing must assure zero-error reliability. 


Not merely for customer satisfaction, but for his survival. 
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India is 
yet to 
recognise 
the edge 
that 
pluralism 
and 
diversity 
can give it 
over its 
rivals 


y subroto bagch 


Diversity as 
competitive edge 





N my years of selling India, I have had 
two absolute low points. One was in 
the 1990s when I was setting up shop 
for Wipro in the Silicon Valley. The 
media was agog with the Babri Masjid 
demolition news. Second was when the Gu- 
jarat carnage took place, and people were killed 
in the name of religion. Both incidents set us 


back in unimaginable ways. People like me, | 
whose job is to sell India before they sell a prod- | 


uct or a service, saw years of work at establish- 


ing India as the face of tomorrow being un- | 


done. Ever since, I have thought about this 


question: can pluralism and diversity be na- | 
tional differentiators that make business sense? | 
In the next many decades, other things re- | 


maining constant, companies from countries 
that are pluralistic and have respect for diver- 
sity will be chosen over their competitors. We 


need to understand that we will live in a world | 


where access to capital, technology and talent 
will become a non-issue. They will cease to be 
sources of differentiation for any country. Ifthe 
developed countries have it today, the develop- 
ing ones will have it tomorrow. If India has it to- 
day, chances are China is already on its way. So 
what can be a lasting differentiator for India? 
Neither our politicians nor business folks 
have understood India’s core value, which, if 


nursed and protected, will be a differentiator | 
that few other competing countries can emu- | 


late. A pluralistic political system breeds a cer- 


tain eco-system of talent, accountability and ` 


freedom of speech that global business places 
great value on. Without these, the quality of hu- 
man talent cant be pervasive. India has stum- 
bled through six decades of democratic institu- 


tions. Despite their imperfections, we remain | 
one of the few bastions of freedom in the world. | 
We are a country with many languages, reli- | 





gions and customs. Diversity is key to anyinno- | 
vative process, which is the only guarantee of | 
economic leadership in this century. The rea- | 


son the US is where it is today is that she cher- | 


ishes diversity. To her, diversity is non-nego- 
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tiable. Yet it was not blessed with diversity. Di- 
versity was a historic event, and through a cer- 
tain constancy of purpose, the US continues to 
build on and even import diversity. Whereas In- 
dia has nurtured and experienced diversity for 
thousands of years. It is another story that we 
do not use it as a currency to create value. 

The decades ahead will be marked by 
progress fuelled by innovation, not only in 
technology but also in other fields. Innovation 
is seldom the product of an iconoclastic envi- 
ronment. l like to imagine that innovation is 
akin to what happens in a rain forest. A rain for- 
est is an example of diversity of flora and fauna. 
It carefully manages an unseen but pervasive 
process that maintains diversity. 

Preserving pluralism and diversity is not 
something business folks can directly impact. It 
is partly socio-cultural, but the strategic intent 
must be displayed through a political process. 
Our leaders must appreciate that pluralism and 
diversity are ‘essential to have’ concepts, rather 
than ‘nice to have’ ones. If we live by these and 
pay the price so that they thrive in India, getting 
the world to invest in India and single her out to 
buy products and services will not be an issue. 
Natural competitors of India can at best pre- 
sent a veneer of pluralism and diversity. Any 
depth requires years of nurturing and evolu- 
tion. These are both a process and an output. 

The decades ahead will see a surge of cross- 
border business. India is being discovered as an 
economic powerhouse. The underlying facets 
of that can be replicated by nations that are 
based on monolithic systems and philoso- 
phies. The West knows the risks of doing busi- 
ness solely on the strength of affordable pric- 
ing. The western nations with purchasing 
power will have to seek out economic allies that 
have demonstrable democratic values. These 
will be values that stem from endorsement of 
pluralistic institutions and social diversity. 

We have a currency in the heirloom of our 
history, whose economic power has not yet 
been recognised. It is time to unlock it. a 
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“It is — at least it should be — impossible for India and Ceylon 
to quarrel.” 


HESE words, inscribed on a plaque in the lobby of 
the Indian High Commission in Colombo, were ut- 
tered by Mahatma Gandhi around the time of the 
Indian Independence. For the next five decades, his 
vision for Indo-Lankan relations seemed too im- 
practical to bring about as the two nations went 
through a hate-hate relationship. Not any more. To- 
day, nothing is as close to truth as Gandhi's forethought. 

India and Sri Lanka have formed a potent trading bloc 
where bilateral trade has already grown 250% to $1.338 billion 
since the two countries inked a Free Trade Agreement (FTA) 
on 28 December 1998. It's surpassed our trade with other, 
larger neighbours like Pakistan ($245 million), Bangladesh 
($1.19 billion) and Myanmar ($350 million). For India — long 
used to India-bashing in the neighbourhood — this is the first 
time that its economic prowess is translating into meaningful 
regional trade. India has found a neighbour who doesn't have 
to be apologetic to its populace for doing business with India. 
“Sri Lanka saw India as an ideal partner. We'd like to be the 
world’s gateway to India. What Mexico is to the US and Hong 
Kong is to China. It is a win-win situation,’ says Sri Lanka's 
commerce minister Ravi Karunanayake. 

Over 200 Indian companies operate in Sri Lanka today, 
while another 150-odd are waiting in the wings to cross over. 
About a dozen Lankan companies have set up operations in 
India. India has invested $436 million in Sri Lanka — more 
than half of its total investment in the Saarc region. Thanks to 
the FTA, in 2002, Indians were the largest investors in Sri 
Lanka. India is second only to the US in cumulative invest- 
ments. India is also the fifth largest buyer of Sri Lankan com- 
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By Rajeev Dubey 


modities ($245 million) and the highest seller (higher than the 
US) of commodities to Sri Lanka ($1.09 billion). 

The FTA may yet be the trigger for enhanced intra-region 
trade, with India as the pivot. Sri Lanka is proving to the region 
that aligning with a resurgent economy of over a billion people 
is more beneficial than sulking over past political differences. 
After all, trade blocs around the world keep business and poli- 
tics apart. In the Mercosur bloc, for instance, arch rivals Brazil 
and Argentina actively participate in an intra-region trade 
worth $20 billion, despite deep political differences. Closer 
home, trade between Malaysia and Singapore goes on unin- 
terrupted despite a huge water-sharing row. 

Earlier this year, India was in for a surprise too. 
Bangladesh, the most stubborn 
among the Saarc countries on open- 
ing its borders, approached India to 
discuss an FTA. “Bangladesh was not 
so keen earlier. The change of mind 
was triggered by the Sri Lanka FTA,” 
says Nisha Taneja, senior fellow, In- 
dian Council for Research on Interna- 
tional Economic Relations. 

Many believe that during the last 
Saarc summit in Islamabad, the Indo- 
Lankan FTA had a bearing on the con- 
sensus for the creation of a South 
Asian Free Trade Area (Safta) by Janu- 
ary 2006. After all, nations in the region 
have been discussing a free trade area 


ARPIT SHARMA 


2003 
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Palk Strait 


for 19 years. The only concrete step in that direction was the 

South Asian Preferential Trade Agreement (Sapta) in 1993 — a 

kind of mid-point between no trade and the ideal Safta. | 
The most enabling aspect possibly was the fact that Sri | 


Lanka's political leadership hasn't indulged in the kind of In- 
dia-bashing that one is so used to hearing from politicians in 
the entire neighbourhood. Rather, Lanka's two major political 
alliances — president Chandrika Kumaratunga’s United Na- 
tional Front and prime minister Ranil Wickremesinghe’s 
United National Party — are busy spreading spoils reaped 
from the relationship. Sri Lanka's trade balance with India has 
improved from 14.2:1 in 1998 to 4.5:1 (See ‘Growth in bilateral 
Trade’). Besides, after the FTA, Lanka has experienced average 
GDP growth in excess of 5% for the last five quarters. 

It all began at the 1998 Saarc summit, where prime minis- 
ter Atal Bihari Vajpayee's exhortation to Saarc members to im- 


prove economic ties with India went down well with just one | 


leader — Sri Lanka's president Kumaratunga. 


Just before her scheduled state visit to India in December | 
1998, she threw a surprise at her negotiators. Kumaratunga | 


wanted the FTA with India signed and sealed during the visit. 


commercial), High Commission of India, Colombo. That’s 
why it took up to 1 March 2000 for the FTA to come into effect. 

Fortunately for India, Chandrika’s chief political opponent 
and the country’s prime minister, Ranil Wickremesinghe, was 


nearly as keen on Indo-Lankan trade as his president. After | 
taking over as PM in December 2001, Ranil took the baton and | 
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| tion agreement to instill greater confi- 
“They led up to signing so rapidly that we hadn't even dis- | 
cussed the modalities,” says V. Ashok, minister (economic and 


| agreement is not only likely to formalise regu- 





ran with it until his dream run got stalled when Chandrika dis- 


| solved Parliament and opted for snap polls. 


Ranil, after all, was on such business that would have given 
the Indo- Lankan trade an entirely new direction. The Lankan 
PM and his Indian counterpart were actively pushing for the 
conclusion of the Comprehensive Economic Partnership 
Agreement (CEPA) by March 2004 — another step towards 
making one economic region of India and Sri Lanka. CEPA is 
to services what the FTA was to goods. Its scope encompasses 
agriculture, healthcare and education. Not to forget the entire 
services sector, including recognition of courses like MBBS, 
chartered accountancy or company secretaryship. That will 
facilitate movement of people between the two countries, o! 
help set up outposts of our institutes of excellence like the IITs 
and IIMs there, as requested by Sri Lanka. 

In October, 2003, Wickremesinghe travelled to Delhi on a 
state visit and proposed a defence coopera- 








ta 


dence into the relationship. It was ac- $ 
cepted by Vajpayee. Though the two 
countries are still working on the details, the 


lar training of Sri Lankan army personnel and 
joint exercises but also provide for military 
supplies. At the very ambitious, it could $ 
even havean umbrella territory protection JEE 
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of the 
kind Australia has 
with the US. 
For Lanka, 
agreement is crucial 
because it adds to the 


agreement 





the 


Arjuna Mahendran, chairman, 
Board of Investment, Sri Lanka 


government's bar- 
gaining power in its 
ongoing peace nego- 
tiations with the 
LTTE. For India, the agreement will squeeze out arch rival Pak- 
istan from Lanka. Pakistan had been providing training and 
ammunition to Sri Lanka after India withdrew the Indian 
Peace Keeping Force (IPKF) from the island. 

Today's comfort factor between India and Lanka might 
suggest that the two nations have a history of cordial relations. 
But just a decade ago it couldn't have been worse. Actually, the 
two neighbours have gone through a hate-hate relationship 
which germinated in mistrust and was further fanned by 
short-sighted politicians to exploit fears of territorial hege- 
mony ofa large neighbour. 

The relations hit rock bottom in the early 1980s when India 
was accused of training and arming the LTTE. Later, the sta- 
tioning of the IPKF was exploited by the extremist parties and 
the left wingers to instill further hatred for India in the minds 
of the average Sinhala (74% of Sri Lanka's 20 million popula- 
tion). The common Sinhala felt that India wanted to take over 
the north-eastern part of Lanka to capture the natural har- 
bour at Trincomalee — considered strategically located for 
launching missile attacks. In fact, nobody believed that the 
IPKF would ever go back. 

Then came the turning point. The then president Pre- 
madasa’s demanded IPKF’s withdrawal. To Sri Lanka's sur- 
prise, India ordered its soldiers to pack up. Second, soon after 
the IPKF left, an increase in LTTE'’s hostilities was an eye- 


We hope the Lanka-US FTA 
will open up a whole new world 
for (Indian) companies 








opener. It had a big impact on the psyche of the Sinhala, who ` 


realised that the IPKF was acting as a buffer and that India was 
Sri Lanka's true friend. 
Post-IPKE India adopted a hands-off policy towards Sri 


Lanka by not only refusing to sit on the negotiating table with | 


the LTTE but also through non-involvement in Sri Lanka's in- 
ternal affairs. It also helped economically whenever asked to 


Ravi Karunanayake, commerce 
minister, Sri Lanka 


We would like to be the world’s gateway 
to India — what Mexico is to the US and 
Hong Kong is to China 


but stayed away from the political process. In 
2000, for instance, when Sri Lanka faced a se- 
vere balance of payments crisis, India granted a 
$100-million line of credit to facilitate business 
between the two countries. Later, it gave an- 
other $20-million assistance through the IME 
In the same year, when Sri Lanka’s domestic 
wheat prices shot up drastically, India sent 3 
lakh tonnes of wheat worth $31 million. “Our 
hands-off policy has worked in generating 
tremendous goodwill. The moment we get in- 
volved all this goodwill will evaporate,” says Mohan Kumar, 
deputy High Commissioner of India in Sri Lanka. 

In fact, today it’s a different story altogether. “From time to 
time there was a fear of India’s dominance in our affairs. In In- 
dira Gandhi's time there was this fear. But, by her behaviour, 
India has allayed those fears. We are now convinced that India 
will mind its business. After all, no big political decision is 
taken without keeping it informed. My view is that ultimately 
India will decide the settlement (between LTTE and the gov- 
ernment). Even Japan and the US will have to listen to it. To- 
day’s India is different from the India of the 1950s. Nobody can 
dominate it,” says Geoff Wijesinghe, editor-in-chief of Sri 
Lanka's largest newspaper Daily News. 

The industry shares such constructive thoughts as much 
as the political top brass and the opinion makers. “Economi- 
cally, why can't Sri Lanka be treated as another state of India?” 
asks a senior Official of the Ceylon Chamber of Commerce, 
Lanka's most influential business grouping. “The major politi- 
cal stream of this country believes in market economy, foreign 
direct investment, and openness,” says Samantha Abeywick- 
rama, secretary general of the Federation of Chambers of 
Commerce and Industry. 

Even 10 years ago 
an Indian company 
acquiring Sri Lanka's 


What next? 


e The India-Lanka land bridge is 


national oil company 
would have been as in- 
comprehensible as an 
Indian company buy- 
ing out a Pakistani or a 
Bangladeshi PSU. But 
last year, when Indian 
Oil Corporation took 
charge of the 100-odd 
oil tanks at Trincoma- 
lee it was welcomed as 
a Sri Lankan tactic to 
neutralise the LTTE, 
which had ambitions 
of making Trincoma- 
lee — the former 
South-east Asian 
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waiting for Tamil Nadu chief minister 
J. Jayalalithaa’s green signal 


ONGC and Reliance are being invited 
to participate in oil and gas 
exploration in north-western waters 


NTPC has applied for a 300-900 MW 
coal-based power station. The Tatas 
and Reliance are also keen on power 


Infosys’ N.R. Narayana Murthy and 
Wipro’s Azim Premji have both 
expressed interest in setting up 

IT centres in Sri Lanka 


Lanka invited Delhi Metro Rail 
Corporation CEO E. Sreedharan to 
make a proposal for a metro rail 
project for Colombo 


IOC may extend the Madurai-Trichy 
oil pipeline to Sri Lanka 











headquarters of the Allied Forces 
in World War II — its capital. For 
its strategic location, the Trinco- 
malee harbour is considered a 
gateway to South-east Asia. 
“There is a feeling of security 
there that terrorists won't touch 
that area. If they do, India will 
protect its property,” says Wi- 
jesinghe. 

The FTA isn't just helping 
companies in sectors opened by 
the agreement. Rather, the formal 
trade agreement and the goodwill 
generated by it has inspired confi- 
dence even among those compa- 
nies which were in sectors unaf- 
fected by the FTA. The decision of 
the Life Insurance Corpora- 
tion to operate in Sri Lanka 
is just one of many such in- 
stances. “The FTA was the 
motivating factor. The com- 
fort factor with Sri Lanka 
and the economic co-oper- 
ation made us confident,” 
says R. Gopinath, CEO and 
managing director, LIC 
(Lanka). LIC began scout- 
ing for a local partner when 
Lanka opened the insur- 
ance sector for foreign play- 
ers with a maximum equity 
of 75%. On 1 March 2003, it 
re-entered the market (LIC 
was in Sri Lanka until the in- 
surance sector was nation- 
alised in 1960) with the 
Bartlett Group. It has estab- 
lished six centres today with 
the target of 30 centres in 
the next 2-3 years. 


Laugfs Gas’ Wegapitiya: 
“The FTA is a mistake” 
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Sri Lankan companies have felt equally comfortable after | 


the FTA. Sri Lankan-owned and US-headquartered IT firm 


Virtusa, for instance, set up its first India centre at Hyderabad | 


in 2000 and Chennai in 2004. Today, of its total 1,800 profes- 
sionals, 1,100 are in India. “We've leveraged India by way of IT 
talent. As you look across the globe, you come to either India 
or China. We decided to come to Hyderabad and later Chen- 
nai because of access to talent pool. We did consider China,” 
says Keith Modder, managing director (Asia), Virtusa. 

For one of Sri Lanka’s largest tea exporters MJF Holdings, 
the FTA was the catalyst for entry into the Indian market. 
“When the FTA was being finalised, we realised India needed 
to be tapped. Without the FTA we would have problems with 
pricing and our margins,” says Malik J. Fernando, director, 
MJF Holdings. In January 2003, Fernando signed an agree- 
ment with Ghaziabad-based Dabur Foods to distribute the 
Dilmah brand of premium tea in the Indian market. In the UK, 








NEIGHBOURS 


VOICES OF DISSENT 


In Colombo, the debate on how much access of the Sri Lankan markets 
India should have and vice versa is nearly as high-pitched as the one on 240 
monks’ decision to contest the next general elections. 

It wasn't expected that Indias growing business presence in the island 
nation would go without dissent. “Politicians are half-brains. (They) think 
signing an FTA will improve their image. They have made a mistake 
economy was not industrialised; this was not the right time. Being a small 
neighbour, we may not be able to enjoy the FTA as much as India,” says 
W.K.H. Wegapitiya, chairman of Laugfs Gas, which competes with the Indian 
Oil subsidiary Lanka IOC in petroleum distribution. Wegapitiya doesn't stop 
there. He believes that in the next five years the entire petroleum sector 
would be in the hands of Indian companies. “Certain industries should not 
be opened too much. IOC was given priority because of politicians. The In- 
dian invasion is happening with government patronage,” says Wegapitiya. 

He has a supporter in Gamini Weerakool, editor of The Island newspaper. 





our 


Through the newspaper, Weerakool has 
bred his own brand of cautious opti- 
mism on Indo-Lankan co-operation — 
launching scathing editorials on disin- 
vestments in favour of Indian compa- 
nies on one hand and endorsing a pro- 
India stance on the other. His paper is 
also a fierce opponent of the proposed 
Indo-Lanka land bridge — being called 
the second ‘Hanuman Bridge’. “An is- 
land should remain an island. It’s a nat- 
ural defence. Once it’s connected, that 
defence is lost forever,” says an appre- 
hensive Weerakool. He has another fear: 
“Political stability is taken for granted 
now. What about 10 years later? The re- 
lationship depends on the Tamil Nadu 
factor. Your coalition government re- 
quires support of the ruling party in TN. 
What if TN turns for Prabhakaran?” 


for instance, a 50-bag pack of Dilmah (£1.79) 
retails at a premium to Twinnings (£1.49). 
Dilmah is currently available in 2,000 outlets across India. 
However, Fernando has a very humble target of 100 tonnes of 
tea exports worth $1 million in the first year. 

For Indian companies, the biggest opportunity would be 
when Lanka opens its coffers to spend on a mouth-watering 
$4 billion worth of economic and infrastructure development 
projects. But that’s only if peace returns to the island. In a con- 
ference in Tokyo in June 2003, donor coun- 
tries pledged $4-billion aid in exchange for 
an agreement between the government 
and the LTTE to end the two-decades-old 
civil war in the island country. 

It is then that the Indo-Lankan diplomacy 
will be put to its real test. After all, other na- 
tions like China, Norway and donor coun- 
tries like Japan and the US would be vying 
for the $4-billion pie as much as India. E 
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Home away 


The Indian and Sri Lankan companies 
that have moved fast and made good 





URING his visit to India last October, Ranil Wick- 
remesinghe told a delegation of businessmen: 
“Lanka IOC has changed the landscape of Colombo.” 
The Lankan prime minister was referring to the on- 
going metamorphosis of the 100 petrol pumps that 
Indian Oil Corporation (IOC) acquired from the state-owned 
Ceylon Petroleum Corporation for $75 million. Truly, the 
swank fuel stations are as GenNext for the average Sri Lankan 
as they were to the average Indian in the mid-1990s, when do- 
mestic oil companies began revamping their retail outlets. 

Colombo’ largest outlet, the Felix Pereira petrol station — 
with its own supermarket, lube shop, service station, wash 
rooms and art gallery — has been such a hit that its daily sales 
have soared from 990 kilo litres to 1,350 kilo litres after the 
redo. Its daily volumes of about 1,000 litres of gasoline are the 
highest for any IOC outlet in the world. Nearly each of the 
Lanka IOC outlets has doubled daily volumes after the re- 
vamp. Having begun with just 17% marketshare when it took 
over in 2003, IOC now has 20%; the target is 40% by 2004 end. 

Indian companies are beginning to make their presence 
felt in several other industries too. The automobiles market is 
one of them. Bajaj Auto accounted for over 99% of the 45,000 
three-wheelers sold in Sri Lanka in 2003. The rest were sold by 
Piaggio, which manufactures them at its Pune plant. 

The Lankan market for reconditioned vehicles is over 
three times larger than its new car market, as imports of used 
cars up to 30 months old is allowed. This market is dominated 
by Japanese brands. But the market for new cars isn't very dif- 
ferent from that in India — Maruti rules. In fact, 800s, Wagon 
Rs, Zens and Altos together accounted for almost a third of the 
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5,000 new cars sold in Lankain2003—fourtimestheirsalesin 
2002. India also sells the Hyundai Santro, Tata Sumo and Sa- 
fari, HM Ambassador and Mahindra Scorpio. 

Ashok Leyland’s subsidiary, Lanka Ashok Leyland, com- 
mands 70% of the heavy commercial vehicles market, com- 
peting with Tata, Isuzu, Mitsubishi and Toyota. 

In two-wheelers, Indian brands have edged out the Chi- 
nese, who dominated the market till 1997-98 with over 70% 
share. They are just 10% of the market today. Bajaj accounts for 
60% of the 80,000-units-a-year market; the combined share of 
Bajaj, Hero Honda, TVS and LML is about 85%. “Initially, sell- 
ing motorcycles as Bajaj was difficult. Our company exempli- 
fies the change in customer perception for Indian products. 
Now, these are household names for quality, reliability, afford- 
ability and economy,” says Thusitha Molligoda, director, 
David Pieris Motors — Bajaj’s sole distributor in Sri Lanka. 

In industries where competition is more intense, several 
have used import-export houses like D. Piramanayagam’s 
Eswaran Brothers to seed their brands and gauge the re- 
sponse. The Colombo-based Eswaran is the sole agent for 
three Indian products — Titan watches, Preethi mixers and 
Nilkamal plastic furniture. When Titan began distributing 
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Indians wouldn't watches through Eswaran after the 
— sik in FTA was signed five years back, it sold 

: 300 watches a month. Today, despite 
1. Familiar Bajaj 2568 x: | 
Auto ricks line the Stiff competition from the Chinese and 
thoroughfares smuggled watches, Titan sells 1,200- 
2. An NIIT hoarding 1,500 units a month. 


screams from a 
corner on Galle Rd 


3. Passengers file — Nilkamal Plastics and Eswaran set up a 
pac s Ashok 70:30 joint venture to manufacture | 
plastic furniture in Ratmalana, an in- 
oo dustrial suburb south of Colombo. 
Lankan foot Now the JV has 65% of the Lankan mar- 


Some early entrants have cornered 
a larger share of the pie. In April 2000, 





ket for plastic furniture. 
Take a walk down Colombo’ lifeline, the prestigious Galle 
Road, and you would spot several Indian brands — Liberty, 


Archies, NIIT, SSI, JK Copier, Himalaya and Rotomac. Don't ` 


miss the Taj Samudra hotel at Galle Face — Colombo’s Marine 
Drive — which is owned by the Tata groups Indian Hotels. 
Indian products are very often the first choice of the 
Lankan consumer today and not the reluctant second option 
to Japanese or European products, as they were a decade 


back. The reason attitudes have changed is simple. “When the | 


IPKF (Indian Peace Keeping Force) was here nobody wanted 
to use Indian products. Now, slowly, people are beginning to 
like Indian products,” says Piramanayagam. 


The Lion Also Roars 


The largest listed company in Sri Lanka — John Keells Group 
— has annual revenues of just $175 million (Rs 805 crore). The 
group exports Keells processed meats and Elephant House 
ginger beer to India. Its JV in Goa, Matheson Keells Air Ser- 
vices, is a cargo sales agent for Leisure Cargo and Air 2000. An- 
other group company, Matheson Keells Enterprises, is a ship- 
ping and logistics services provider in Kochi, Coimbatore, 
Thiruvananthapuram, Tuticorin, Bangalore and Chennai. 


| deal with Dabur Foods, Dilmah Tea is pre- 


| opportunities for several businesses on 
| both sides. * 
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“The FTA provides concessions in the food and beverages 
(F&B) sector, which earlier attracted duties of 10-30%. There 
_ has been a 90% reduction in tariff and we are looking to fur- 


ther increase our F&B exports to India and the region,” Says 

Susantha Ratnayake, managing director, John Keells Group. 
There has been the early bird from Sri Lanka too. Sensing 

an opportunity in India’s highly fragmented furniture indus- 


_ try, Damro Exports, Sri Lanka’s largest furniture manufacturer, 


began exporting to India soon after March 2000, when the FTA 
came into effect and halved the 35% import duty on Sri Lan- 
kan furniture. From March 2003, the duty was reduced to zero. 
Damro today has eight showrooms in India — three in 
Chennai, and one each in Kochi, Coimbatore, Vijaywada, 
Trichy and Thrissur; the ninth is being opened in Pune this 
month, to be followed by more in Bangalore, Kolkata, Hyder- 
abad, Ahmedabad and Delhi. Today India accounts for most 
of Damros $2.4-million exports. The aim is to reach $7.2 mil- 
lion in exports in two years — by that time Damro hopes to 
have 25 exclusive showrooms in India covering all the major 
cities. Thanks to the FTA, Damro even imports raw materials 
like polypropylene, steel tubes, sheets, PU foam mattresses, 
chemicals, adhesives and tools from India — all duty free. 
Besides Damro, few Lankan companies have made a mark 
in India. The country’s largest biscuits manufacturer, Ceylon 
Biscuits, is one of the few. The Colombo-based company has 
bought a Pondicherry plant from Parrys Confectionery and 
retails the Munchee brand of biscuits in 
South India. And thanks to its distribution 






sent in about 2,000 retail outlets in India. 
As expected, the economic strengths of 
the two nations are mirrored in the number of 
footprints left on the other's shores. But what 
matters is that the crossover has expanded 
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iders, as more of them can now access the truth unadulterated 
udit, it certainly looks like another instance of bad news. 
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OLOMBO would be among the few national capi- 
tals where you can have the luxury of going home 
for lunch and getting back to your desk within an 
hour. Sri Lanka’s capital city is even smaller than 
the Bangalore of 1998. As is the nature of such 
cities, the man on the street prefers an independent house 
—ifnot a bungalow — to a flat in a high-rise. 

Oscar, 38, my chatty chauffeur for two days, owned a 
quarter-acre plot on which he built a house for SLR 10 lakh 
(Rs 4.7 lakh). He planted coconut and mango trees in a part 
of the land. “There should be enough space for children to 
run around,” said Oscar, as I stretched my mathematical 
skills to work out how much a plot that big would cost in 
Delhi. It would cost Rs 3.3 crore — just the land. 

Oscar typifies the average Sri Lankan in one more way. 
His after-office hours are his own, and no slogging over the 
weekends like the urban Indian. Not even for gold. “They 
resign if you press them too hard to work after office hours, 
even if they dont have another job in hand,” says Baibhav 
Biswas, country manager at Godrej Sara Lee. It took me 
three days to get this fully, by when the drivers’ alibis for 
packing up at 5 p.m. were becoming more intriguing than 
annoying. The first had a headache because my back-to- 
back meetings delayed his lunch by an hour. He finally left 
at 6:45 p.m. The second was an asthma patient who didn't 
want to risk an attack in peak-hour traffic. His medical logic 
was understandable and I let him go early. So what if I had 
to fork out SLR 200 for a three-wheeler to travel the half- 
kilometre to my hotel? 

But the third one did it for me: 
his alibi was that his neighbour 
had an appointment with the doc- 
tor. | had to put my foot down — I 
let him off only at 8 p.m., after all 
my work got over. Only Oscar was 
honest: “Sir, I have an eight-year- 
old child. He waits for me.” He was 
lucky too: the quasi government official I was meeting 
wanted the 4.30 p.m meeting to end at 5 p.m.. 





Business, Actually 


In a way, Colombo is Sri Lanka and Sri Lanka is Colombo. 
Businesses in and around the city are believed to account 
for more than a third of the country’s economic output. 
Most of the city’s business (apart from the units in the 
industrial suburbs) gets transacted within a3-4 sq. km area. 
The hub is what can be called Colombo’s Nariman Point. 
There lies the nation’s pride, the East and West Towers of the 
World Trade Centre (WTC) — at 33 storeys, the tallest 
sq buildings in Sri Lanka and the business nucleus. 
Se The twin towers house the one-stop shop for in- 
oe 
‘ > Sa — among other government and private compa- 
V tA nies’ headquarters. The WTC West Tower also 
Na > houses the Colombo Stock Exchange. Although 
W £ xy share trading in Lanka goes back over 100 years 
sn. (through the Colombo Stock Brokers’ Associa- 
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tion), the country’s only stock ex- 
change was set up in 1985. With 
240 listed companies, the CSE's 
average daily turnover is $3 mil- 
lion (SLR 300 million). 

For an Indian traveller — so 
used to the 45:1 rupee-dollar par- 
ity — there is a false sense of afflu- 
ence in Colombo. One Indian rupee fetches you about two 
Sri Lankan rupees. But before you feel like a maharaja, con- 
sider this — in Colombo, cauliflower sells for as much as 
SLR 1,000 per kg, frozen peas SLR 320 per kg, and potatoes 
SLR 90 per kg. The middle class almost cant afford cheese. 

Like in India, vote bank politics decide the agricultural 
policy in Sri Lanka. Since Sri Lanka's cost of production of 
agricultural products is high, the government keeps import 
duties artificially high to protect the domestic farmer. 
Politicians are chary of taking precipitous steps. After all, 
like their Indian counterparts, Lankan farmers unable to 
sell their perishable produce even commit suicide — 
something that grabs national attention in no time. 

Currently, there's a tussle on between Sri Lanka's com- 
merce and agriculture ministries over the import of farm 
products. The question in the middle: what would happen 
to the local farmer? They're still debating whether they can 
allow imports — case by case, season by season. If they end 
up allowing that, for one, it would make a vegetarian feel 
more at home in the island nation. a 
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RI Lanka wants Indian companies to leverage the free 
trade agreement (FTA) by setting up their manufac- 


service markets in South India as much as the Sri 
Lankan domestic market. Such an arrangement helps 
Sri Lanka grow its GDP and also earn precious foreign ex- 
change. As far as Indian companies go, this makes sense be- 





only cheaper than bringing them by road from the North, but 
it also saves time. 

But for various reasons, this is- 
n't happening on as big a scale as 
Sri Lanka would like. Some Indian 
organisations are still following a 
wait-and-watch strategy before 
making any big investments. “I 
have to be absolutely sure about 
the stability — we are not at the 
moment. The labour is still very 
‘militant’ here as compared to In- 
dia. The United National Front was 
about to sign the exit policy but the 
dissolution of parliament stalled it. 
The currency is also unstable. Each 
time there's a big payout of loans, it 
dips,” says M. Sudhir, director/ 
general manager of Asian Paints (Lanka), which 
bought out Delmege, a small Sri Lankan paint com- 
pany, in 1999. 

Indian tyre maker CEAT is the most striking exam- 
ple of how the FTA can be leveraged. CEAT, which al- 
ready has a 60% share of the local market, exports 20% 
(200 tonnes) of its production to South India. “It takes 
eight days for goods to reach from North to South (In- 
dia) by road. (But from Sri Lanka) we ship them in 
one and a half days,” says Tilak de Zoysa, deputy 
chairman and managing director of CEAT’s 
joint venture partner, the Associated Motor- 
ways Group. The freight on a 20-ft container 

from Sri Lanka to South India could be as 
v low as $180 to $350 per container. By 
= road, from North India to the South, the 
container could cost between Rs 12,000 

($260) and Rs 18,000 ($392). 
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For corporates from both nations, this is the best time to 
| lay the foundation to capitalise on the FTA. To expand the 
preferential trading base, Sri Lanka is currently discussing 
similar FTAs with Pakistan, Singapore, Bangladesh, Maldives, 
Egypt, Qatar, Thailand and the US — exactly the markets to 
which India does not have preferential access today. The Pak- 
istan, Singapore and Thai FTAs will most likely be signed in 
2004, as soon as the new government takes charge in 
Colombo. Once this is done, it can open a whole new window 
ofopportunity for Indian business 
houses. They can take advantage 
of Lanka's FTAs by setting up man- 
ufacturing bases in Lanka and ex- 
Š | portingto these countries. 

Many business houses are 
waiting for exactly that. “We have 
to export to Pakistan from here. 
Once the Lanka-Pak FTA is signed, 
we will invest in a mosquito repel- 
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lent mats manufacturing plant in Sri 
Lanka,” says Baibhav Biswas, country 
manager, Godrej Sara Lee Lanka. 
Biswas sees a huge potential for his 
products in the Rs 400-crore Pakistan 
market because advertisements on In- 
dian TV channels already have a 
spillover effect in Pakistan. 

The Lanka-US FTA is touted to be 
the biggest of them all. “We hope the US 
FTA will open up a whole new world,” 
says Arjuna Mahendran, chairman of 
the Sri Lankan Board of Investment. 

Take the Ajay Piramal-owned Gu- 
jarat Glass. The company has bought 
Ceylon Glass Company, a glass bottle 
manufacturing unit at Maligawa Road 
on the outskirts of Colombo. Though 
the depressed prices of glass in the In- 
dian market have prevented Ceylon 
Glass president Rajiv Prasad from servicing the Indian market 
in large numbers, he never takes his eyes offit. So far, the com- 





pany has supplied sample batches to a wine-manufacturing | 


unit in Pune. But what Prasad pins his hopes on is the Lanka- 
US FTA. “As and when the Lanka-US FTA comes through, we 
will use it to sell our bottles in the US market,” he says. Prasad’s 
confidence stems from the fact that Ceylon Glass is the only 
glass bottle manufacturer in South Asia to use colouring for- 
hearth technology to manufacture bottles. The technology al- 
lows manufacturing of bottles of different colours in small 
batches without effecting tank conversions. So far, 10% of 
Prasad's revenues come from exports to countries like Aus- 
tralia, South Africa, Maldives, Bangladesh and Mauritius. 
Similarly, Sri Lankan companies are also looking at lever- 
aging India’s FTAs with other nations. Take Damro Exports, Sri 
Lanka's largest furniture manufacturer. Damro has 8 exclusive 
retail stores in India. Once Damro’s sales in India reach a criti- 





Tilak de Zoysa, deputy chairman and 
MD, Associated Motorways Group 


It takes eight days for goods to reach 
from North to South India. From Sri 
Lanka, it takes just a day and a half 


from India free of duties. 

The other model is to exploit areas 
where raw material costs in India are 
high. Let us take soap raw materials as 
an example. Since import of raw mate- 
rials for exports are duty free in Sri 
Lanka, the $60-million Hemas group — 
Sri Lanka's second-largest personal care 
products company — is planning to 
cash in on exactly that. In fact, Hemas is 
currently negotiating with some of In- 
dias largest soap manufacturers who 
have units in Himachal Pradesh (the 
state gave them special incentives to 
open manufacturing units there) to import raw materials and 
supply soap noodles (an intermediate raw material) to their 
units in the state. 

Hemas can also import raw materials or finished products 
for the Lankan market— something that it is just beginning to 
do. For instance, the group is leveraging the FTA and planning 
to shift its sourcing of perfumery chemicals from Singapore to 
India. Its newly launched detergent powder Diva is pitched as 
the Nirma of Sri Lanka. The product is completely sourced 
from a manufacturer in Trichy. 

Hemass director for personal care products D. Bhatnagar 
has also begun exports of small quantities of its range of baby 


SRIYANTHA WALPOLA 


_ products and toilet soaps to India. 


cal mass, it plans to set up a manufacturing base here — | 


not only for the domestic market, but also for exports to coun- 
tries with whom India has FTAs. “We 
would like to go to India for manufac- 
turing. A manufacturing unit in India 
can be used to leverage the Indo-Thai 
FTA,” says Eranda Vidanage, deputy 
general manager in-charge of India at 
Damro Exports. 

Till such time as all these FTAs come 
through, the Indo-Lankan FTA by itself 
has a lot of untapped potential. For in- 
stance, last year, when Ceylon Glass 
wanted to re-line its furnaces, Prasad 
leveraged the FTA to import refractories 


Sanath Jayanetti, research fellow, 
Institute of Policy Studies, Colombo 


Large negative lists protect the 
domestic industries. There should 
be a targeted phaseout of the nega- 
tive list. But that is not happening 





For anybody looking at a manufacturing base for exports 
out of Lanka, geographically there's no better port in South 
Asia than Colombo. It has all the advantages ofa Singapore be- 
cause it lies in the main shipping route. The deviation time for 
aship from the main international shipping route to Colombo 
is barely eight hours compared to 20 hours for India’s nearest 
port Tuticorin, 31 hours for Mumbai, 35 
hours for Chennai and 90 hours for 
Karachi. As a result, even the Shipping 
Corporation of India uses Colombo as a 
hub to feed mainland India. 

Better still, in 2005, Sri Lanka will be- 
gin to construct the $1.8-billion 
Colombo South Harbour, a modern 
port south of the existing port. Once it is 
operational, the Colombo South Har- 
bour will be able to handle the world’s 
largest ships (up to 10,000 TEU). Be- 
sides that Colombo also offers some 
freebies like 21 days’ free storage for 
trans-shipment cargo. 

Sri Lanka hopes that the port expan- 
sion will be as much a trigger for Indian 
companies in Lanka as it would be for 
Lanka's quest to emerge as the gateway 
to India and South Asia. mi 
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— Casel 
If there is any threat to the Indo-Sri Lankan FTA, it’s from the 
= crooked mind — more often than not Indian. Under the FTA, 
| dutyconcessions can be availed of only when there is at least a 

35% value-addition in Sri Lanka. At least 17 unknown Indian 
companies have set up small furnaces in Lanka to export cop- 
per wires to India. These are just processors in the garb of cop- 
per producers. And instead of importing raw materials 
like copper concentrate or raw copper into Sri Lanka, 
adding value and exporting to India, these compa- 
nies import finished products like copper rods or 
cathodes at zero duty. These are then drawn into 
copper wires and exported to India. 

What's being imported into Sri Lanka is 
under-invoiced, resulting in duty loss to In- 
dia. Often, it is imported at a price even be- 
low the one prevailing on the London Metal | 
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Exchange. “Some are importing copper rods in twisted form 
while declaring them as scrap,” says the Indian High Commis- 
sion’s minister (economic and commercial) V. Ashok. Import 
of copper into Sri Lanka has shot up from 7,000 tonnes per an- 
num to 54,000 tonnes per annum — perhaps, for re-export to 
India. In 2003, copper exports were 43% of Sri Lankas exports 
to India, up 35% since 2002. 

Even as the two nations grapple with the copper menace, 
opportunists are readying to launch their assault on another 
front — vanaspati. At least seven small-time Indian compa- 
nies have set up shop in Sri Lanka to import crude palm oil, 
hydrogenate it and export to India as vanaspati. The Indian 
High Commission has issued orders not to permit vanaspati 
imports from Sri Lanka. “At this rate, we will end up breaking 
the FTA because of the crooked minds of Indians,” says Ashok. 
Case 2 
While the political top brass in both countries has given its as- 
sent to free trade, some businesses continue to suffer due to 
the myopic policies of certain Indian state governments. 
There's also the harassment at the hands of the bureaucracy — 
which is yet to wake up to a world of free trade. 

One, Tamil Nadu has imposed a 21% sales tax on imported 
products as opposed to just 11% on those manufactured in In- 
dia. Two, ceramic maker Dankotuwa’s consignment was held 
up by Indian Customs asking it for details of the amount of 
gold used on the rim of the tableware. 

The Chennai Customs has blacklisted imports from Ceylon 
Biscuits on grounds of under-invoicing. “We are not trying to 
do anything underhand. Why should I under-invoice when 
there is no duty on products? The FTA says that the intent 
should be to promote bilateral trade. Where is that intent?” 
says a very bitter M.P Wickremesinghe, chairman, Ceylon Bis- 
cuits, which bought out Parrys Confectionery’s plant and 
made it its own 100%-owned manufacturing unit in India. 
Case 3 

Entering Lanka? Ask for the copyright on your brand. When 
Godrej Sara Lee wanted to enter the market with its Good 
Knight brand of mosquito repellents, it realised that the brand 
had already been registered by a local company. Godrej got an 
adverse judgement in the lawsuit against the local party with 
the judge ruling that the local industry must be protected. 
Eventually, Godrej Sara Lee decided to buy out the defendent 
to avoid delays in appeals to a higher court. Given the media 
spillover from India to Sri Lanka, popular Indian brands enter- 
ing the island nation may have to face a similar experience. $ 
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IS NOW MICRO INKS. 
A NEW ERA OF GROWTH BEGINS. 


HINDUSTAN INKS 








Imagine a tiny Indian operation 
> > Growing to the world's 15th largest ink company 


Imagine a small manufacturing facility 
> > Growing to the world’s largest, fully integrated ink plant 


Imagine growing from sales in one country 
> > To sales in over 50 countries 


Imagine growing from zero exports 
> > To nearly US$ 100 million international sales 


Imagine growing from a market cap of Rs 4 crore in 1992 
> > To a market cap of over Rs 1200 crore 





Imagine doing this in little over a decade. 

imagine this is just the beginning. 

Imagination. One of the most powerful forces on earth. 
It is reflected in Wings of Imagination, our new symbol. 
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Hindustan Inks is now Micro Inks. But the name is not new to our customers. 
in over 50 countries, our products are known by the Micro brand name. In the USA, 
our subsidiary is called Micro Inks Corporation and its products are sold under the 
Micro brand name. From today, we will be known by one name across the globe. 
One world, one name. Micro Inks. 








MICRO INKS 


Wings of Imagination 





ficro Inks Limited (formerly Hindustan Inks & Resins Ltd) Bilakhia House, Muktanand Marg, Chala, Vapi 396 191 www.microinks.com 











T is being touted as the ultimate 
energy source for the planet. Sci- 
entists all over the world had tried 
to tap this source, but they had 
reached dead alleys, taken the 
wrong turns, remained fascinated 
by red herrings on the way and, some- 
times, thought they had reached their 
destination when they had not even be- 
gun their journey. So if a scientist an- 
nounces that he or she has finally done 
it, the announcement is bound to be re- 
garded with scepticism. 

Rusi Taleyarkhan and his American 
and Russian colleagues claimed two 
years ago that they had achieved nu- 
clear fusion in a tabletop beaker. Nu- 
clear fusion is the way the Sun gets its 
energy. But the Sun has a vast expanse of 
fuel to draw from, and no one in the 
vicinity to get hurt. Creating another 
Sun on the Earth is a risky business. 
Putting it inside a beaker is a dream. 

Taleyarkhan, now a professor of nu- 
clear engineering at Purdue University, 





How the process 
works 


and his team pursued their dream re- 
lentlessly. They have now come up with 
more convincing evidence of their 


achievement. They refined their experi- | 


ments, bought more sensitive equip- 
ment and collected more compelling 
data. Their research paper, to be pub- 


lished this month in the journal Physical | 


Review E, has already stirred up the 


2. Create tiny cavities 
inside the liquid by 
exposing it to fast 





scientific world. It has promised the 
stars too. 

This breakthrough, if it is repeatable 
by others, can result in many immediate 
applications. Taleyarkhan’s equipment 
can be used to produce neutrons 
cheaply enough to use in security detec- 
tors (in place of X-rays) all over the 
world. It can help manufacture new ma- 
terials or produce diamond cheaply. It 
can produce a variety of hydrogen 
(called tritium), which is used in many 
products. And, if the work can be scaled 
up really well, it can be a limitless source 
of energy. 

Many scientists had criticised the 
first research paper published in the 
journal Science in March 2002. Now the 
circle of critics has narrowed, but has 
not disappeared completely. Yet Tale- 
yarkhan is confident. The chances of 
error in the previous experiment were 
one in a hundred. The current experi- 
ment has less than one in a billion 
chances of error, says Taleyarkhan. “We 


3. Bombard the 
cavities with 
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4. The cavities become 
bubbles, which first 
expand and then 
contract rapidly 
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TABLETOP FUSION 


THE Sun IN A BEAKER 





For many 
scientists it was 
a dream, much 
like alchemy. 
But it seems the 
researchers at 
Purdue may 


have struck gold. 
By P Hari 


are still a few orders of magnitude away 
from using fusion as an energy source, 
but I cannot see why it can't be done.” 

Is this a passing phenomenon or a 
breakthrough that can change our 
whole world? 


E cheated a bit. Nobody put the Sun 

in a beaker. Fusion occurs in the 
Sun, at least most of the time, when two 
protons combine. A proton is a naked 
hydrogen atom, which you get when 
you strip away its electron. You cannot 
do this sort of stuff on Earth because the 
protons usually bounce off each other 
during most collisions (actually they 
combine only 10 times in trillion 
quadrillion collisions). But the Sun has 
such an enormous number of protons 
that it can still produce a lot of energy. 


In fact, it would have exploded long ago 
if all proton-proton collisions resulted 
in fusion. 

Physicists use a variant of hydrogen 
in their fusion chambers: one with a 
proton and a neutron on piggyback. A 
hydrogen atom with an extra neutron is 
called deuterium. You can combine two 
deuterium nuclei to produce energy, tri- 
tium (yet another variety of hydrogen) 
and neutrons, all important actors in 
our tabletop fusion story. Seawater is an 
abundant source of deuterium. So all we 
have to do is to burn seawater, if only we 
knew how to doit. 

The problem is that two deuterium 
nuclei repel each other. You need to 
push them together really hard for them 
to combine. This calls for temperatures 


| of a million degrees or more and ex- 





Malayala Manorama steams ahead by a record 
76,739" copies. To total an incredible |2,96,360* copies a day. 
Adding more flavour to your brand. 


Malayala £> Manorama 


There's only one No.1 





edepth oo — 


tremely high pressures. In fact, you have 
to create conditions found inside the 


Sun to achieve fusion. Some scientists | 
have done this, but by expending enor- | 


mous amounts of energy. They con- 


sume more energy to getless, andspend | 


billions of dollars in the process. Not 
very useful. 

The Sun, as we all know, is not very 
intelligent. It knows only one way: use 


brute force. There is no reason why hu- | 


man beings should follow this route. 
Can we discover, if we think hard 
enough, ways of simply coaxing the 
deuterium nuclei to combine? This is 
what some physicists thought they did 
at the end of the 1980s, when they an- 
nounced they had achieved ‘cold fu- 
sion’. But it turned out to be a simple 
chemical reaction. 

The cold fusion brouhaha has had 
its impact on the scientific community. 
It created scepticism, some ofit in an ex- 
treme form. Any fusion event, except 
those occurring inside large chambers 
at millions of degree centigrade, is now 


We are a few orders of magnitude away 





ALEYARKHAN grew up in Gujarat 

and in Mumbai. He studied electrical 
engineering at the Indian Institute of 
Technology, Madras, before moving on 
to the US to study management and 
nuclear engineering. He got his MBA 
and Ph.D. degrees almost simultane- 
ously. He then went on to join the 
Oak Ridge National Laboratory, a 
frontline defence research laboratory in 
the US. He is related to the two other 
well-known Taleyarkhans: the former 
union minister and the former cricket 


commentator. 
















from using fusion as an energy source, 
but | cannot see why it can't be done 





viewed with cynicism in some scientific 
quarters. A cheap and simple fusion de- 
vicehadbeen everybodys dream. Many 
physicists expect it to remain a dream 
for along time. 


There are major differences be- | 


tween cold fusion and the tabletop fu- 
sion that Taleyarkhan and his team 
achieved. Stanley Pons and Martin 


Fleischman, the two Utah University | 


physicists who claimed to have 


achieved cold fusion, announced their | 
discovery at a press conference. Tale- | 


yarkhan’s work is being published in a 


peer-reviewed journal, the way all sci- | 


entific discoveries are announced. In 
any case, tabletop fusion is not cold fu- 


sion. It is hot fusion, at least as hotas the | 


core of the Sun is. 
All the activity, however, is confined 
to a tiny area inside the beaker. We dont 


need expensive chambers to contain | 
the heat. It is cheap, dirt cheap, by cur- | 


rent fusion standards. 








At Oak Ridge he started working on 
cavitation, a phenomenon that has 
been known for a long time. It is the sci- 
ence of creating tiny vapour cavities in- 
side fluids and then studying their be- 


haviour. The expanding and contracting — 


cavities can be manipulated to do useful 
work. Taleyarkhan used a particular 
technique in cavitation: sonomulines- 
cence, or the art of creating light 
through sound. 

The technique is now standardised. 
First remove all gases from the liquid. 
Then create and trap tiny bubbles inside 
it. If you bombard the bubbles with 
ultrasound, they absorb energy and 
expand. This expansion is carried on for 
so long that the bubble stretches itself 
like a slingshot. It contracts rapidly 
when it can expand no more, again like 
a slingshot. The bubble collapses with 
such force that the temperature inside 
the bubble increases rapidly. You can 
see a flash of light. 
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All this is old hat. The temperatures 
inside the bubble, thought most scien- 
tists, would be somewhere around 
10,000°C. Fusion cannot occur at these 
temperatures. Yet no one knew for sure. 
You cannot put a thermometer inside 
the bubble. It’s all guesswork, although 
highly methodical. Scientists who 
wanted to use sonoluminescence for fu- 
sion have to first raise the temperatures 
inside the bubble. This is what Tale- 
yarkhan did. 

Taleyarkhan first kept a liquid called 
acetone under high pressure using ul- 
trasound. He bombarded 
the liquid with fast neu- 
trons. The neutrons cre- 
ated bubbles that ex- 
panded rapidly, far more 
quickly than what has 
been achieved so far. They 
also contracted more 
rapidly, raising the tem- 
peratures to more than a 
million degrees. Fusion 
can occur at these tem- 
peratures, provided the 
right raw material is pre- 
sent inside the bubble. 

The liquid Tale- 
yarkhan used was not or- 
dinary acetone. He had re- 
placed the hydrogen 
atoms in the acetone with 
deuterium. The deu- 

terium trapped inside the bub- 
bles combined to produce tritium, neu- 
trons and energy in terms of gamma 
rays. Neutrons, tritium and gamma rays 
form the signatures of fusion. Tale- 
yarkhan detected all of them with his 
equipment. “Taleyarkhan’s technique 
can work,” says Vijay Arakeri, professor 
at the Indian Institute of Science and 
sonoluminescence researcher. 

Most sonoluminescence experts 
agree that the technique can produce 
fusion. However, not all of them are con- 
vinced of Taleyarkhan’s results. Did he 
measure the neutrons and gamma rays 
accurately? Or was he fooled by some- 
thing else? Were his equipment sensitive 
enough? Did he do his calculations 
right? Taleyarkhan exudes confidence 
when you talk to him. He thinks that his 
measurements were good enough. The 
real test will come after his paper is pub- 
lished this month, when others try to 
replicate his work. We will know soon, 





Mission possible: The test chamber for the experiment (L) and time history of neutron emission 


probably in a matter of months. 


make us think about a limitless en- 
ergy source. For tabletop fusion to yield 
continuous energy, 
equipment should yield more energy 
than he put in through ultrasound and 


fast neutrons. Talyerkhan thinks that he | 


is nearer than everybody else to this cru- 
cial stage. Whether he achieves the 
breakeven point or not, his tabletop ex- 


Taleyarkhan’s | 








| periment has important commercial 
| applications. 
USION experiments immediately | 


First of all, it yields one million neu- 


more deeply than X-rays or other things 
that we use. Current neutron sources 
are expensive, costing more than 
$10,000. “We can provide a neutron 


| source for as little as a thousand dol- 


lars,” says Taleyarkhan. 
The high temperatures and pres- 





TABLETOP FUSION 


sures inside the bubble 
can be used to do things 
other than fusion. They 
can turn carbon into 
diamond, usually pro- 
duced under these con- 
ditions over many years. 
Taleyarkhan’s sonolumi- 
nescence beaker can 
create diamond almost 
immediately. It can also 
speed up chemical reac- 
tions, and produce ma- 
terials that are other- 
wise difficult to make. 
You could visualise several other 


| applications ranging from medicine 
trons per second. Neutrons are very | 
useful things. They can probe material | 


(destroying tumours, for example) to 
astrophysics research. If Taleyarkhan 
achieves breakeven or ignition (a self- 
sustaining fusion reaction), he could 


| even revolutionise the way we live. Fu- 
| sion byproducts are much safer than 


that of fission. 
We are closer to our dream of a 


| clean, unending energy source. s 
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SHAI Agassi was born to program com- 
puters. At the age of five he was collecting 


computer punch cards, the precursor of 


all programming techniques. By the time 
he reached his 30s, this Israeli had al- 
ready founded four companies. The last 
one was xApps, which developed a soft- 
ware that lets today’s programs connect 
to those written a few decades ago. In the 
world of computers that’s a bit like dis- 
covering a translator who knows the lan- 
guage spoken during the Indus Valley 
civilisation. Think about what that 
would do to our understanding of the 
past and the truth about our identity. A 
compelling proposition like this does not 
go unnoticed, and soon SAP the $8-bil- 
lion giant, took over the company and 


made him chief technology officer of 


SAP Agassi succeeded no less a visionary 
than Hasso Plattner, the man who 
founded SAP three decades ago. That is 
comparable to succeeding Steve Jobs as 
the resident visionary at Apple. 

The 35-year-old Agassi believes soft- 
ware can be made even better. He is at the 
forefront of the thought that wants to 
give companies “parts” that they can con- 
nect to create business models. So if you 
want to become a Dell-like seller, you just 
need to buy a “part” that can handle tho- 


usands of customer enquiries, another 
that makes sure the order gets broken 
down and sent to the cheapest suppliers, 
yet another to track goods as they come 
into the warehouses and also a “part” 
that handles customer complaints and 
feedback, and learns what worked and 
what didn't. And these parts will work 
without hanging up on the user. Just like 


the way a car or a television does. Except 


that when Agassi says “parts” he is talk- 
ing bits — software programs — and not 
atoms as in the case of a car or a televi- 


sion. In the future then, you decide what | 


business you want to get into and then 
buy the modules that make up the busi- 
ness, spice them up a bit (customise) with 
your special mental sauce for differentia- 
tion, and you have a working business 
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model. Agassi calls it “executable busi- 
ness model”. Think about it: all life on 
earth distinct yet at the basic level com- 
posed of just four units of DNA: A, T, C, 
and G. Agassi believes SAP has found the 
basic four units of DNA — customer, 
price, logistics and organisational struc- 
ture — that comprise all firms. In an in- 
terview to BW he spoke about the trouble 
with today’s software and how in the fu- 
ture it will be very, very different. 





™ What key trends do you see emerging 
in enterprise software? 

If you look at enterprise software you 
will see along run of 10 years dominated 
by the client-server (master computer 
and slave computer). Then it modified 
itself to the n-tier client-server (master 


computer acting through many slaves) 
when Internet technologies became 
popular. This run has actually resulted 
in the formation of a number of compa- 
nies that make a significant part of IT in- 
frastructure. But soon it became clear 
that point solutions, or solutions that 
give a fragmented view of the enter- 
prise, are not going to be good enough. 
The best-of-breed approach, so popular 
in the late ’80s and '90s, has begun to 
fade away in favour of the enterprise ap- 
plication suite. But the reality is that 
most applications that companies have 
put into place are not going to disap- 
pear. I believe that over the next 4-5 
years, even longer perhaps, you have to 
have integration platforms (software 


that link older programs to new ones) | 
that bind together data and create an | 


end-to-end single picture, a single ver- 
sion of the truth, if you will. 

E This move towards integrated 
application suites — does this mean a 
rise of big software companies and 
decline of innovative small companies? 
(Due to) the emergence of (integration) 


platforms you will get a set of standards | 





that will create a ‘tiering’ in the industry 
almost like in the automotive industry. 
We will see niche players develop solu- 
tions that can be re-packaged and sold 
by mega-players that can guarantee de- 
livery and maintenance for a longer pe- 
riod of time. 

E It is interesting that you mention the 
automotive industry. Why can’t we make 
software as reliable as other engineering 
products — like cars or bridges? 
Unfortunately, the software industry is 
dealing with a user or a usage metaphor 


that is a bit less predictable than the au- | 


tomotive situation or a bridge or a road. 
You don't get an earthquake on a road 
every 30 minutes. You drive on a specific 
type of road under a set of pre-defined 
conditions. | think in the enterprise ap- 
plications... there is a lot of predictability 
in the delivery mechanism..., in the sup- 


| port mechanism. SAP’s business is 
| predicated upon that. Specific applica- 
| tions are more robustly engineered. 
| Though I do think that the whole land- 


scape [entire industry] is not very ro- 
bustly engineered because no one has 
taken an end-to-end view. 


INTERVIEW: SHAI AGASSI 


© Apart from reliability the other thing 
that bothers the CIOs is that no one 
software gives a single view of the data 
that companies capture. Are we close to 
a solution here? 

We have a product called Master Data 
Management. It allows you to manage 
six key data elements in your business: 
your financials, your manufacturing ca- 
pacities and assets, customers, suppli- 
ers, employees and products. That's 
where most of your business lies. MDM 
will become the collective memory of 
the enterprise. 

E Are there pitfalls in having a giant 
models change rapidly because the 
external environment changes so rapidly 


| and this causes a change in processes. 


You have hit the right point. Ten years 
ago the challenge was to reduce the 
time a market opportunity was spotted 
to the time a company was able to de- 
velop an appropriate product, get parts 
from suppliers and ship it to the cus- 
tomers. By and large we have brought 
that down. Companies can do that in 
two weeks to a month. The next phase 
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ox {23 industries covered) 


will be about change management. 

The time between a CEO deciding on a 
strategy and the IT systems reflecting 
that strategy is what is a challenge today. 
Today there is a difference of at least a 
year or 18 months between a strategic 
decision and the IT systems reflecting 
that change. This is because a lot of time 
we are dealing with software code that is 
not in accordance with the business 
model. The main change you will see 
over the next three years is that software 
firms will move from shipping code to 
shipping executable business models. 

It is a tough act to pull off but once it 
is done we will have a very different 
model.... We can get down to weeks or a 
very small number of months between 
the decision by the CEO to change and 
the execution by the organisation. 
will make this possible? 

Obviously, the emergence of web ser- 
vices standards and what we call the en- 
terprise services architecture. The en- 
terprise service architecture will take 
existing engines like, say, finance or pro- 
duction, and repackage them by com- 
bining them to form new applications. 
(Thus, combine finance with production 
to get the optimum capacity utilisation.) 

This is a very big change — the cre- 
ation of enterprise-wide platforms to 
get integration from one end to another 
complete with user integration, process 
integration, including data and knowl- 
edge integration, in one environment. 
maximum progress on this? 

Well... think SAP is ahead of the curve 
(chuckles). I think everybody is looking 
at it. The interesting angle there is that in 
order to provide that kind of a solution 
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you need a very large collection of | 


processes that is geared towards all in- 
dustries. We (at SAP} now count that as 
23 different industries. You need a big 
platform that can connect all different 
pieces and you need the ability to put 
the application and environment to- 
gether. Very few companies have both. 
enterprise DNA that you recombine to 
form even more complex processes as 
the organisation evolves? 

The better way to look at it is like chips in 
consumer electronics. No company de- 
signs a product down to the transistor 
level. When you build a new phone ora 
new camera you use a lot of out-of-the- 
box chips and recompose them into the 
features of one model. You get the fea- 





create a new product by adding these 
new components in a novel way. The 
novelty lies in how you package them 
together and direct them towards a cer- 
tain marketplace. That's where we see 
software coming — preconfigured en- 
gines, a platform for integration like a 
motherboard and composites for the 
new marketplace we are going after. 

n= In the chip analogy, there are certain 
fundamental building blocks like adding, 
multiplying, copying et al. Have we found 
such blocks on the enterprise side? 
Unfortunately, our job is a bit more 
complicated than the chip design. We 
have four engines that we have identi- 
fied and are putting together. We have 
some composites and are using them 
already. We have been marching to- 
wards that goal for the last three years 
and we see certain patterns across the 
board not only in the engines but also in 
how to compose them. 

“> Could you elaborate on what these 
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four engines could be? 

The core engines are in simple areas: 
customer engine, pricing engine, con- 
figuration engine, asupply chain engine 
— the organisational object model, if 
you want. They obviously need a lot of 
knowledge, understanding, skills and 
experience in applying these in different 
industries. But those are the engines we 
have today. We'll open them to usage by 
multiple developers to build new appli- 
cations on the top of these engines. 

= Best companies like SAP and GE have 
distinct processes which help them 

derive competitive advantage. If you 
define that in preconfigured blocks, how 
do you see leaders emerging out of that? 
The great thing about this is not about 





_ what you put together, but about how 
tures from different sources and you | 


you put this together. An example here 
would be asmall company in Europe, in 
the consumer electronics industry, 
working on a reverse process on how 
they build a product. Instead of working 
on what the customers want to buy, 
then aggregating their designs, procur- 
ing and supplying that..., they went to 
their suppliers first and asked them: 
“What do you have that’s cheap today?” 
and took all the items that were cheap... 
and ran them through a workflow, plan- 
ning and optimisation engine, and cre- 
ated a virtual product. They put the vir- 
tual product on a virtual auction and 
went to their distributors. Whatever 
(product) the distributors bought, they 
built... (it), And took away all the other 
components off the auction floor. With 
this approach they just used their exist- 
ing engine. It’s not that they invented 
any new engine or new components. 
They just composed it in a new way. And 
took 20% of the market share with 1% of 
the employees ofthe market leader. $ 
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Buying in the 


digital age 


BOUT a year ago, if you were in 
the market for a digital camera, 
chances are you wouldn't have 
known how to go about buying it. 
Today you'll be worrying over im- 





| age quality and zoom, and will probably want 


your camera to offer a resolution of 3 megapix- | 
els or so. A year ago youd be getting confused | 
over whether to buy a well-known but expen- | 
sive branded computer, or a cheaper but possi- | 


bly less reliable ‘local’ one. Today you'll outright 
prefer an HP-Compag or an IBM. 

As part of my work, I track trends in digital 
shopping. Rather than relying on guesswork 





have overtaken assembled PCs in intent to buy. 
If you set aside mobile phones, PCs ranked high 
on the list ofintended purchases. Children’s ed- 
ucation and keeping pace with technology are 
the reasons given —as they have been for some 
years now. The notebook market is also set to 
do well and connectivity options will help. 
Potential digital shoppers have also become 
savvier about the benefits of different products 
and specific features and configurations. They 
know what to look for. The number of ‘don't 


| knows’ and ‘can't says’ have gone down dra- 


and patches of information from all over, my | 
team and I worked on a countrywide survey | 


(Living Digital-IDC ‘Brands of Choice 2004’) of 
what the digital consumer currently wants. In 


the largest ever study ofits kind in the country, | 


we studied 4,500 households in eight cities, and 


talked to the chief decision maker and anyone ` 
who influenced buying decisions. The research | 


team armed itself with an in-depth question- 


naire and interviewed people on awareness, | 
ownership, intention-to-buy and a lot of other | 


areas related to products and brands in 16 


product categories. We tried to figure out just | 
how much each respondent knows about digi- | 


tal products, what value he attaches to them, 





what he is willing to pay, what factors he con- | 


with the product. Actually, the questionnaire it- 
self needed a fair bit of research to put together. 

After analysing the data, one of the first 
things we noticed was — and this was consis- 


tent across all products — that the Indian con- | 
sumer has become much more aware of digital | 


brands. And brands are now the topmost con- 


cern when planning to buy for almost all prod- | 
ucts. Potential buyers choose different brands ` 


in different product categories although some 
brands, like Sony — with Samsung fast catch- 


ing up — are preferred across many categories. | 


The awareness of brands has grown most dra- 
matically in PCs, where branded computers 
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| siders while buying and what he plans to do | 





matically since our study last year. People also 
have a good idea of the value of products and 
what they should pay. In our study, we found 
that Hyderabad was a strong market for digital 
products across the board. Bangalore is where 
the early adopters pick up emerging products. 
Lets leave mobile phones and televisions 
aside. Buying a PC seems to trigger off a want to 
buy other gadgets — from CD writers to print- 
ers to digital cameras. DVD is the flavour of the 
month. People seem to attach high value to a 
DVD player and see it as a high-tech device. In 
the audio department, buyers want everything 
to be MP3 compatible (I suppose it'll be a bit of 
a shock when the MP3 standard begins to in- 
corporate digital rights management someday 
soon), and they want surround sound. Flat TVs 
are in. Simple inkjet printers and multifunction 
devices are of interest to the consumer al- 
though there's a strong worry now over the cost 
of cartridges. There's some confusion over digi- 


| tal cameras, webcams and camcorders. There's 


also worry over whether these are easy to use. 
Home theatre systems are hot though people 
would rather buy a home theatre as a whole 
than go about putting the components to- 
gether. PDAs, according to buyers, should cost 
around Rs 7,000, but they are not sure what 
they are really good for and aren't aware of what 
to look for if they plan to buy them. 

Overall it does look like the market is upbeat 
with a lot of people ready to buy digital stuff. 
And they are getting smarter aboutittoo. W 


Now, it can endorse a bright future. 
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HAT do I want from my 
bank? Let's see. A credit 
card. An auto loan. A 
mortgage. And a cup of 
cappuccino. Or maybe | 
should order mocha. 
That's right. The rich aroma of coffee 
could soon be wafting out of your 
friendly neighbourhood bank branch. 
That too at nine at night. But hey, 
weren't branches supposed to gradually 
die out as remote banking took over? 
Well, call it the further evolution of 


banking thought. Ever since eehnelogy Bank branches are not dead. They 
seen transformations galore in the sec- are just morphing into snazzy 


tor. Let’s look at the various stages: 


Stage 1: “Let's push customers out of sales outlets for all kinds of 


our branches and to ATMs, phones and 


the Internet. Remote banking is so financial products. By Anuja Byotra 





much cheaper for us and more conve- 
nient for customers too.” 

Stage 2: “Yikes! We invested so much 
in technology but customers refuse 
to move out of the branches.” 

Stage 3: “There's a pat- 
tern here. Customers are 
buying at the branch, and 
servicing the product through 
remote banking. Branches are 
selling bank deposits while the 
ATMs are being used for cash 
withdrawal, the Internet for 
transfer of funds, the call centres 
for lodging complaints...” 

To the disappointment of 
many bankers, branches failed to 
die. But it’s not because remote 
banking did not work. Migration 
numbers look spectacular: at 
Citibank, only 2% of transactions 
take place at branches. At ABN 
AMRO, 95% of individual users have 
migrated out of branches. At UTI 
Bank, 93% of cash payments take 
place through the ATM network. As 
for HDFC Bank and ICICI Bank, 70% of 
the transactions take place outside 
branches. All this has meant sizeable 
savings in costs for the banks. 

But these migrations mostly repre- 
sent routine transactions such as cash 
withdrawals — not sales of new prod- 
ucts. Even in the US, which is ahead of 
India in the banking technology curve, 
there is a high correlation between 
branch visits and sales. According to a 
study by Booz Allen Hamilton, last year, 
90% of customer relationships were 
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won or lost in branches, Unless banks | narrower role is catalysing their chang- | yourself, but that’s before you step into 
sell more deposits, mutual funds, auto | ing looks as banks figure out what it | their wealth management centre. 


loans, home loans and other financial | takes to sell more. Situated in lone splendour on the 
services, there can be no growth. i first floor of the Andheri branch, the 
Remote banking has not been as | Laying Out The Red Carpet wealth management centre has its own 


successful as a bank branch in takinga | Make-up artistes have competition. | reception area with an M.F Husain Ga- 
share of the customer's wallet. Only 15% | Take Citibank branches, which are on | jagamini painting for company. Pastel 
of online banking users bought addi- | their way to looking more like five-star | carpets and mahogany-toned wood set 
tional financial products through this | hotel lobbies. Or the latest ABN AMRO | against gleaming glass walls lend a 
channel, according to a survey done | branches with their coffee bars. Or ICICI | classy touch to a series of meeting 
across urban centres in 10 countries (in- | Bank branches that draw inspiration | rooms. Here Citigold customers can ac- 





cluding India) by Financial Insights,an | from supermarkets. cess fax, phone and even video-confer- 
international financial research and | Citibank’s new-age steel buildingin | encing facilities, even as they catch up 
consulting agency. Juhu has Amitabh Bachchan's bunga- | on market happenings on CNBC. This 


The reason is clear. Remote banking | low fora neighbour. Inside, the white- | is where city-hopping executives 
is too cold and faceless to persuade suc- | tiled floor is the perfect foil for warm, | with tight schedules — and at least Rs 5 
cessfully. “It is so irritating when a per- | well-lit interiors. There's a special enclo- | lakh in assets with Citibank — can work 
son I've never seen or heard before sud- | sure for children with see-saws and | in peace. Once in a while, ‘wine and 
denly calls me up to sella credit cardor | slides, framed by advertisements of | cheese events’ are hosted here, as are art 
car loan, assuming he knows what I | Citibank’s Junior card. Says Amit Sah, | auctions. 





need and I have free time to listen to his | marketing director (retail bank), Sounds bizarre? What exactly is 
sales pitch,” complains Harish Balan,an | Citibank: “Add warmth and accessibil- | Citibank aiming at? 
investment banker. _ ity to the Taj Chambers — that’s how we 
Branches have, thus, stubbornly re- | want our branches to be.” Touch Therapy 
mained the preferred sales centre even The Citibank branch next toShop- | “When you get into alternate channels, 


as transactions are moving out. This | per’s Stop in Andheri wears a similarly | there is a huge risk of becoming just a 
snazzy look. “Good, but not quite up to | technology connection. We are the bank 
the cut they aimed at,” you think to | — not the Internet, not the phone, not 
the ATM (though they are important). 
Branches help in maintaining touch,” 
-says Sah. Remote banking alien- 
ates the bank from valuable cus- 
tomer insights and market trends. 
With customers who seldom visit 
the branch these facilities and 
events are the only way Citibank can 
create an impression and build a re- 
lationship. Especially with its wealth- 
ier clients. 

Citibank’s conviction about what 
customers want is supported by re- 
search and advisory firm Gartner, 

whose study in the US last year named 
‘consumer intimacy’ as a major prefer- 
ence driver in financial services. 
Around 30% of US consumers are dri- 
ven by this need (the figure would surely 
be higher in a well-knit society such as 
India). Though cost and operational ex- 
cellence are more important drivers, 
they can be copied; they cannot serve as 
lasting differentiators unlike the soft 
skills of service that create relationships. 
And it’s not just Citi. Other banks 
across the globe are changing skins to 
meet their sales goals better (See ‘Star- 
bucks With A Teller Window’). 

ICICI Bank, for instance, has picked 
up the look and feel of its branches from 
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the retail industry. The bright orange it 
chose for its logo, and more recently for 
its branch walls, is a clear departure 
from the staid blues and greys that are 
ubiquitous to the world of banking. 
ICICI Bank’s desire for universal bank- 
ing — in other words, to become a one- 
stop finance shop — is reminiscent of a 
supermarket's catchline. Today most of 
the bank's branches are equipped to sell 
the entire range of products, right from 
demat accounts to home loans, under 
one roof. 

But these changes aren't just cos- 
metic. Chanda Kochhar, executive di- 
rector, ICICI Bank, describes how con- 
cepts from the retailing sector were 
borrowed even while designing the lay- 
outs of the branches. “For optimal use of 
branch space, we used the concept of 
shelf space. Which products were fast- 
moving, which ones needed more at- 
tention — such factors determined the 
space they occupied.” So teller transac- 
tions occupy the space right upfront 
while specialised NRI services are rele- 
gated to a corner. 

However, when it came to consumer 
handling, ICICI Bank turned to the air- 
line industry for inspiration. Impressed 
by the way an airline takes care of its 
customers from the time they enter the 
airport till they collect their luggage after 


designed the Disney stores. 
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Chanda Kochhar 
ICICI Bank 


"When designing 
our branches, we 
looked at not just 
banks, but models 
in other industries 
too. For insights on 
customer handling 
we turned to the 

ae airline industry; for 
the look, feel and layout, we learnt 
from the retail industry" 





landing, the bank mapped the cus- | 
tomer flow at its branch. The first | 


change it brought to its branches was 
the ‘May I help you’ desk at the recep- 
tion to guide the customer to the right 
counter. Next, it laid down efficiency pa- 
rameters for each sub-process carried 


out at the branch. “We are constantly | 


fine-tuning our processes to reduce 
time taken, especially on routine tasks. 
We monitor how long it takes for cus- 
tomer transactions as well as com- 
plaints to get processed,” says Kochhar. 
The bank's ‘moments of truth’ sur- 


veys too are modelled after the airline | 


industry's satisfaction surveys. These 
are given to customers just before they 
exit a branch after a transaction. 


| Starbucks with a teller window 


IVE years ago, Washington Mutual (WaMu) was just one of the many regional 
F thrift banks in the US. By the end 2003, it was the No. | bank in Business- 

Week's rankings of the S&P 500 companies. Over the five preceding years, 
its earnings grew at 20.2% a year, making it the seventh largest banking institution 
in the US with an asset base of $275.18 billion. What made this remarkable growth 
possible was a series of takeovers. And the launch of Occasio. 

Occasio, WaMu's 'unbank' branch, was the result of 18 months of research 
that had shown that people preferred banking at branches. So, while others were 
busy opening remote banking networks, WaMu concentrated on its branches, 
modelling it on Wal-Mart Stores and GAP. They hired the same company that had 


The first five branches opened in April 2000 at Las Vegas. A khaki-clad 
concierge guided customers to swank “teller towers' where they could seek advice 
while their kids amused themselves in the play area. For cash one could go to any 
of the ATMs and kiosks dotting the branch. Sales associates played only an advi- 
sory role —by themselves, albeit with the aid of CRM technologies. 

It worked. Occasios became profitable in just 18 months, compared to the in- 
dustry average of five years. Last year, they outperformed WaMu's traditional 
branches in consumer lending by growing at 87% — a good 38 percentage points 
Í| faster. It had a telling effect on competition: JP Morgan Chase was offering $100 
| to customers who defected from other banks; WaMu clients got $200. B| 
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"We look up to the service industry 
-for role models for our branches, 
and often discuss 
how Singapore 
Airlines has 
created a place for 
itself on the 
service platform. 
Those are the 
standards we 
emulate" 


Nitin Chopra 
ABN AMRO Bank 





Several banks are introducing 
changes for consumer convenience, 
starting with the reception area and 
with good reason. A traditional branch 
has always been an infrequent user's 
nightmare: cryptic boards are placed on 
counters leaving one as confused as 
ever, bank officials sit behind wire- 
meshes making it impossible to seek 
any guidance, and the long queues are 
frustrating, all the more so when you re- 
alise you stood in the wrong long line. 
The new branch models are trying to 
address this confusion, as well as the 
jail-like counters. 

The receptionist, or the ‘greeter’ in 
today’s branch gently nudges the cus- 
tomer in the right direction. No longer 
are banking executives or ‘sales associ- 
ates’ (no clerks and officers here) boxed 
in cage-like enclosures. To expect suc- 
cessful discussions across glass win- 
dows would be beyond the realms of 
wishful thinking. So desks are replacing 
the familiar sight of queuing counters. 
The rule, in the words of Hemant Kaul, 
senior vice-president (retail banking), 
UTI Bank, is simple: “If our staff is sit- 
ting, then so must the customer”. 

Instead of making such incremental 
changes, ABN AMRO went for one ma- 
jor makeover. About two years ago the 
bank hired the Amsterdam-based Sinot 
Design Associates (SDA) to develop a 
model branch. The result was a new 
‘combi branch’ at Bangalore. Its en- 
trance is the electronic banking area — 
a blatant lure to customers to try out the 
ATMs and the interactive touch screens 
before they venture further in. Then ap- 
pears — you guessed it — a ‘May I help 
you’ counter. 

Further inside lie the preference 
banking lobby as well as the regular 
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Amit Sah 
Citibank 


"Ideally, they 
(customers) need 
not visit the branch. 
But when they do 
they should get a 
great experience... 
Add warmth and 
accessibility to a 
É g five-star hotel 
lobby — that's how we want our 
branches to be" 





branch 
‘combi branch’). 

Says Nitin Chopra, ABN AMRO’s 
head of consumer banking in India: “We 
look at our branches as customer en- 
gagement channels, where customers 
can interact with the branding experi- 
ence and find out what the bank can do 
for them.” From there, it was only a mat- 
ter of time before the Bangalore branch 
acquired night life — Bancafe, started in 


association with Barista, is open from | 


7.30 p.m. to 11.00 p.m. 


(the layout that makes it a | 





"Whether a customer visits it or not, 
he needs the comfort that he can 

*" visit the branch if 
the need arises. He 
may open an 
additional bank 
~ account to access 
an ATM, but will not 
close the account 
at a branch near 
his house" 


Neeraj Swaroop 
HDFC Bank 





Given the morning rush in urban 
lifestyles, evening banking has its com- 
pelling logic. Adding coffee was an in- 
spired decision. With customers in a 
more relaxed frame of mind, ABN 


| AMRO has found Bancafe an ideal place 


to launch special offers. 
Even when no promotional 
schemes are on, it serves as an accom- 


result: since its launch Bancafe has seen 
footfalls increase by over 50%. More- 
over, client parameters such as growth ` 


in account balance, number of products 
bought and attrition rates are signifi- 
cantly better in the case of Bancafe users 
versus other bank customers. 

Interestingly, many of these banking 
innovations taking birth in India are 
now being replicated globally. ABN 
AMROSs Bancafe, a brainchild of the In- 
dia team has been successfully copied 
in Amsterdam. And Citibank’s business 
centre is on its way to Singapore too. 

So what's next? Shopping areas? Or 
more radical options like bars, where a 
tippling clientele can be banked upon to 
spend more? We are yet to hear of those. 
But the overall trend is a global one — 
banks across the world are changing the 
look and feel of their branches to get 
ever closer to the customer. 

Unless they change to create conve- 
nience for that customer, and add to his 
brand experience, they will fail to cap- 
ture the loyalty they’re trying so hard to 


_ earn. And unless they achieve this loy- 
paniment to the Net and the ATMs. The | 


alty and increase their share of the cus- 
tomer's wallet substantially, the major- 
| ity of their retail customers will continue 
to be unprofitable for them. = 


A water pumpset should set you free. Like Ventura. Which comes 
to you from Sharp Industries. Where quality is a passion. And 
where new standards are set in Process, Systems and Technology. 


Explains why Ventura domestic pumpsets used all over India are 
high on power and reliability, yet low on power consumption; 
ensuring your water needs are taken care of for life, to be precise. 
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teaching reputed to have the toughest 
exam in the world, would it draw the 
same quality of students? 

That brings me to the crucial Part II. 
If the graduates from the Indian Insti- 
tute of School-teaching had people 
queuing up to hire them at fantastic 
salaries, then yes. We would actually see 
school-teaching become a glamorous 
and well-respected profession. And stu- 
dents would dream of school-teaching, 
even if they actually hated the sight of 
little kids. 

That, in a nutshell, is the state of the 
MBA degree today. So yes, it is attracting 
the ‘brightest and the best’, but many of 
them for all the wrong reasons. It’s hap- 
pening the world over but the problem 
is more acute in this country, where the 
average entrant into B-schools is a 
shockingly young (and confused) 20-22. 

Sixteen years of non-stop edu- 
: cation — that is the Indian way. 
Seti. a Do we ever pause to think about 
- A) ` yi what it is that we want? What 
$ Ta. kind of profession might actu- 
š ally make us passionate, fulfilled 
i and happy? And if we actually 
$ discovered that, would we have 
the courage to go against parents, 
society and our own personal 

demons to dedicate our lives to it? 
RASHMI BANSAL Management Research. All through Let's face it — the decision to do an 
March you will see these fairy talesinthe | MBA is more about external validation 
“We hold these truths to be self-evident. | media. The IIM placement season is | than internal conviction. The first vali- 
That all men and women who clear CAT | upon usand from all indications, it's go- | dation occurs when you are accepted 
are equal. That they are now endowed | ing to be a‘bumper crop’ as far as jobs | into the programme, the second when 
with certain inalienable rights: Life, Lib- | are concerned — IIM graduates beam- | someone offers you a fantastic salary on 
erty and the pursuit of Yuppieness.” ing from ear to ear about their dollar | passing out. The MBA is really more ofa 
jobs in New York, London, Singapore... | finishing school which guarantees par- 
F, to borrow a phrase from the | Expect to see a lot of that. And expect to _ ents that their kids will get ‘well settled’ 
Founding Fathers of America, a create a few thousand more wannabes. | and can then move into the marriage 

Declaration of Independence The two most crucial aspects of IM | and procreation market! 

were to be made by the students of | education, as things stand now, are the | Many argue that an MBA merely 
the Indian Institutes of Manage- entry and exit points. The excellent in- | gives youaskill-set that you can apply in 
ment (IIMs), that is what it might | tellectual stimulation that occurs in be- | anything you choose to do. True. But the 





read like! Education for Life, and Liberty | tween is a happy bonus. _ reality is that the choice is extremely 
to dream, to believe the world is yours to Why are the brightest sitting for the | limited because you become inherently 
conquer — I fully appreciate these as- | CAT? To validate to themselves and the | risk averse. 

pects of IIM education. And I endorse | world that of the lakhs of graduates in In 1944, C.S. Lewis delivered a 


them too. It’s the Yuppieness that we | India they are among the ‘chosen few’. If | speech titled ‘The Inner Ring’ to the 
need to introspect about. Should the | there were an Indian Institute ofSchool- | graduating class of Kings College at the 
Masters of Business Administration 


simply be renamed Masters in Big- Introspections on the cult of 


time Affluence? 
a e begins at 22 and 12 ty. the IIMs from a member of the 
line reporting ie eesti Ahmedabad batch of 1993 
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LOOKING FOR AN OPPORTUNITY ABROAD... 
HERE’S A CHANCE TO BE LOCATED IN ONE OF 
THE WORLD’S MOST BEAUTIFUL ISLANDS’ 
WITH AN EQUALLY GREAT WORK CULTURE... 


Our client, a major Textile house located in one of the most exotic Islands of the Indian Ocean, specializing in - 
The client has decades of experience, a first hand insight into the Textile, Fisheries, Shrimp Farming, Real Estate 


& Construction Material, and desires : 


To retain Its Quality and processes, it seeks high calibre, experienced individuals involved in the Textile business, 


or those who have proven expertise in the DYEING process - as a Unit Manager or a Laboratory Manager, 
it entails : 


Professionals, with a Degree / Post Graduate Diploma in Textile Engineering with about 5-10 years of experience, 


with high energy levels and a self-motivation/self starter attitude. Leading fairly large teams. 
Your family and you would be adequately compensated and well looked after at the client site, Apply : 


If you feel that you have the energy and the drive, a deep desire to be a part of a team developing a huge 
business, do send in a detailed CV within 15 days at the following address with a clear subject head as: 


(1) Dyeing Unit Manager or (2) Dyeing Laboratory Manager 


mm CAREER ACCESS 
m. N (A Division of Executive Access (India) Pvt. Ltd) 


Z AN ACCESS ASIA GROUP COMPANY 
30, Sunder Nagar, New Delhi - 110 003 Fax : +91 11 24357741, e-mail: eaipl@spectranet.com 








Business Development Managers 
South Africa & Philippines 


The incumbent will be responsible for enhancing company's presence in the respective export market through 
aggressive business development and sales efforts. Other key responsibilities include network development, competitive 
analysis and market intelligence, developing & implementing strategy to achieve business pian, both in the institutional 
and retail segments and potential assessment of neighbouring markets. 

The company is looking for young, competent professionals with excellent communication skills and commercial 
acumen with 5-7 years relevant experience in international marketing/ business development in overseas markets. 
The incumbent located in South Africa will also be responsible for business development in the neighbouring 
African countries. The position in Philippines will also oversee company's business interests in the South East 
Asian region. 

Remuneration package will be competitive and commensurate with experience and qualification. 

Graduates, preferably Engineers with Masters/ Diploma in International Business/Foreign Trade in the age group 
of 27-32 years may apply within 7 days to: 

Director - Human Resources, PIAGGIO VEHICLES PVT. LTD., 101, Phoenix, Bund Garden Road. Pune - 411 901, 
Fax : 020 - 4013157, E-mail - hrd@pn.pgvi.com 
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University of London. He asserted 
that the strongest of all drives is 
the desire to belong to an ‘inner 
ring’ — an imaginary circle of the 
important. But, he warned, status 
is like an onion comprising end- 
less layers. No sooner do you 
crack one ring than you become 
obsessed with getting to the 
even-more-exclusive ring inside 
that one. 

Entering an IIM is entering an 
inner ring with which you are 
stuck for life. The ring sets the 
pace and the goals. Designation, 
salary, perks, your kid’s school, 
holidays abroad — these are the 
milestones the peer group sets 
and you seek to achieve. But in a 
tiny crevice in their hearts, I think 
most MBAs know something is 
missing from their lives. 

On an idle Sunday afternoon 
the ugly question might rear its 
head — is making more money 
for X hedge fund or relaunching 
lemony detergentY the reason I was put 
on Earth? The uncomfortable answer, in 
the words of a friend and fellow gradu- 
ate from IIM-A, is: “I went unthinkingly 
to adaaru company from campus and it 
took me five years to realise what a 
waste of any thinking person it was to be 
figuring out how to sell an extra 100 
cases of liquor.” 

But having realised that, the MBA's 
only solution is: let me look for a new, 
more exciting job. That job could be 
with a mutual fund, or with a diaper 
company, or a consultancy, but it is es- 
sentially the same thing. The change of 
scene and the extra dosh it brings 
pushes the ugly question back into its 
cave. And thus the cycle continues. 

In his fascinating and inspirational 
book, What Should I Do With My Life, 
American author Po Bronson re- 
searched the dilemma this existential 
question posed to 900 people from 
different walks of life, to those “who 
have seen the world” and advise the 
young to get rich and then chase 
dreams. The writer says he was sur- 
prised that he rarely met people who 
managed to do that. 

“They were 28, or 35, or 46, or 52,” 
writes Bronson, “and they'd gotten ac- 
customed to making ‘very good’ bank. 
Filthy rich? No. But did they have 














enough to quit and change their life? 
Sure. They wanted to. Ten times a day 
they fantasised about it. But they could- 
n't... They want the golden key to unlock 
their golden handcuffs. No matter how 
much they earned, it was never enough 
to free them.” 

Bronson says he isn't advocating 
that people simply chase pipe dreams. 
But “don’t put your dreams in lock- 
boxes, and don't invest years of your life 
in a day job for the wad you expect to 
have at the end”. MBAs have certainly 
bought into the “day job” philosophy. If 
work is something society forces you to 
do to earn a living, why not go for the 
work which pays you the most? Makes 
sense, but what if that means ‘who you 
are’ and ‘what you do’ are not in align- 
ment with each other? 

As one of the few who graduated 
from IIM-A and opted out of 
the placement process to 
pursue a dream, I cant say 
the path I chose is easy. Or 
that my dilemma is perma- 
nently solved. Yes, I set up a 
successful youth magazine 
— JAM — yet eight years 
down the road I feel restless 
and feel the need to find 
purpose once again. 

And I acknowledge that I 


BUSINESSWORLD 68 22 MARCH 2004 











___MBAs 





got the courage to follow my 
dream from the IIM-A education. 
Itinstilled in me the confidence to 
believe in myself, to think big. 
Courses like LEM (Leadership 
and Entrepreneurial Motivation) 
and ERI (Exploring Roles and 
Identity) made me realise there 
was an alternative reality I could 
create for myself. And I did. 

I’m not saying “Damn place- 
ment!” But let MBA students also 
be exposed to non-conventional 
choices. Even one role model can 
make a difference. At IIM-A, Sunil 
Handa, a graduate of the institute 
and himself an entrepreneur, has 
been taking the LEM course for 
the last 12 years. Sunilbhai (as he 
is fondly called by students) 
taught us what no professor could 
—to dream. 

Sunilbhai has been a sound- 
ing board and mentor for us, long 
after we graduated. It is not a co- 
incidence that nearly 70 of his 
students have struck out on their own, 
with ideas that are rather grand in their 
vision and scale — in manufacturing, 
software, and even the education and 
NGO sectors! 

Of course, not all of us can, or 
should, be entrepreneurs. But certainly 
not all us have to follow the conven- 
tional corporate path. Or remain stuck 
on it forever. 

I cheer for Muktesh Pant who quit 
corporate life at Reebok to pursue a 
dream of selling yoga. And hope it 
makes some of us ask ourselves — what 
makes us tick, what makes us passion- 
ate, fulfilled and happy? 

And if the answer is ‘leading and 
managing corporations’, are there any 
challenges beyond our usual frame of 
reference that we can explore? As Steve 
Jobs once asked John Sculley: “Do you 
want to spend the rest of your 
life selling sugared water? Or, 
do you want a chance to 
change the world?” 

The chances are all out 
there. Can we, as MBAs, take 
them? ta 


SANJIT KUNDU 


Rashmi Bansal, an IIM alumna, is founder- 
editor of the youth magazine JAM. You can 
email Rashmi Bansal at rashmi@jammag.com 
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DHARMAKIRTI JOSHI Isthere then a free lunch? The reply 
TO | an unambiguous no. Continued fiscal 
HAT India’s deficits are high, | profligacy involves costs, some of which 
that their magnitude violates | may surface in the short term while oth- 
the inter-temporal budget ers may manifest themselves in inter- 
constraint, that public debtis | generational inequity. 









: on an unsustainable path, that This automatically raises a question: 
BROWSING together all this will jeopardise when do debts/ deficits become unsus- 
2 the future prosperity of India are con- | tainable? Economic theory provides no 
Rohit Pande cerns that have preoccupied policyana- | clear-cut answers. The relationship be- 
CEO, Classteacher.com lysts for quite some time now. Despite | tween fiscal and other macro parame- 
these widespread fears there have been _ ters is contextual — it depends on the 

I am reading THE BUSINESS OF no obvious signs ofa crisis. Besides, with | growth potential and the credibility of 
SOFTWARE by Michael Cusumavo. the budget targets within reach, the | the government — and a mechanical 
Its about the different business fiscal situation in 2003-04 looks com- | application of accounting identities can 
models in software and how firms fortable. What then is wrong with India’s | lead to overstated/erroneous conclu- 
need different strategies for each. | fiscal health? sions. The recent collapse of the growth 
am not a big reader of management In the 1980s, the worsening fiscal sit- and stability pact in the European 
books. My business operates more uation saw a spillover into the current | Union suggests that a straightjacket on 
on motivation than on any manage- account. In the 1990s, however, despite ` fiscal policy is unlikely to succeed. All 
ment theory. But this book addresses a fragile fiscal situation, there was this could leave an av- 





something we are grappling with. improvement in the cur- 
Classteacher started out as a prod- rent account accompanied 
ucts company but we then realised by a softening of interest B. FISCAL POLICIES 
that customers wanted us to be a rates. Some analysts, seeing Sustainable Growth io ina AND SUSTAIN- 
solutions provider. Of late, my read- no textbook implications of Ks ABLE GROWTH 
ing has moved towards ‘practical fiscal deficits like hardening i IN INDIA 
spirituality’, things that I can relate to of interest rates and a pres- ae Edited by Edgardo M. 
my daily life. The last book I read is sure on the balance of pay- bis Favaro & Ashok K. Lahiri 
The Life Divine by Sri Aurobindo. W ments, went so far as to ar- Oxford University Press 
gue that fiscal deficits do EKIGO: Sp s. oaa OU 

ALERT not really matter. 
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Dilip Kumar in the Life of India SELECTION 








By Lord Meghnad Desai (Lotus Roli) | a IS IS a | t! ess 
wona ECONOMISTS are pretty g 


good at coming up with 








T takes guts to work for your people. several others to make sure that we 
nse os S To build an organisation of ideas,to | know what gutsy leadership is all about. 
| sial theories. When the value values and yet show impressive | Gutsy leaders, say the Freibergs, keep 
| feisty Lord Meghnad results in business. This books claims | no secrets from their employees; even 

winara Desal, emeritus profes- that working from your gut leads to the the payroll is open to all. They make 

4 sor at the London creation of organisations that everyone — company strategy clear to all. They 
School of Economics, decides to wants to work in. make work fun yet ensure that people 
prove that Dilip Kumar’s films Heard this before? Sure, and several | know exactly what they are supposed to 
are a true reflection of the times over because there is no dearth do and how they are accountable. 
Nehruvian ideal of society, you of books espousing the benefits of car- The logic of the book is simple. 
are hooked. But Desai is lax in ing for your employees. Make your employees feel like they own 
proving his thesis, showing little In fact, Guts! itself takes off from the business and they will take care of 
regard for what does not fit the where its predecessor Nuts! left. Nuts! is | it. You could take this to the extreme of 
facts. He is too much the fan, the story of Southwest Airlines and its Brazilian firm Semco. Owner Ricardo 
too little the scholar in this ability to make profits at a time when | Semler, who took over the business 
case. A good idea wasted for all US airlines were making losses. when he was just 24, does not believe 


want of academic rigour. E Guts! includes the Southwest story and in being “in charge”. The company has 
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erage observer of economic/fiscal 
trends quite perplexed. 

Fiscal Policies and Sustainable 
Growth in India, edited by Edgardo 
M. Favaro and Ashok K. Lahiri, suc- 
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EDGARDO M. FAVARO is lead economist with 
the World Bank’s Leader Growth Thematic 
Group in Washington 


ASHOK K. LAHIRI is chief economic adviser to 
the Ministry of Finance, Government of India 
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ceeds not only in clearing the fog 
surrounding the issue but also in pro- 
viding a context to the current fiscal sit- 


uation in relation to the sustainability of ` 
growth in India. The book achieves this ` 
by blending what the editors refer to as _ 
macro and micro fiscal approaches. The | 
macro fiscal approach deals with the | 
macro implications of deficits such as | 


impact on interest rates, debt sustain- 


ability conditions and so on. The micro | 


fiscal approach, on the other hand, 


looks at the economy-wide implica- 
tions of government spending cuts and ` 
the differential impact of investment ` 
cuts versus consumption cuts, A mean- _ 


ingful assessment of the fiscal situation 
can only be done through a holistic ap- 
proach that combines the two. 


The book contains 12 essays that | 
cover these issues and I will touch upon | 


the broad themes that they address. 
Lahiri and Kannan, while emphasis- 
ing the need for fiscal consolidation, 
point out something that is now the re- 
ceived wisdom: “As much attention 
needs to be paid to the quality of fiscal 












fo o headquarters, n no oon titles, no organ- 
_ isational charts. Many workers. set their | 

own: salaries. The company believes 
that people do not take advantage of 
this simply because all financial infor- 
mation regarding the company: is avail- 
able publicly. 


i 


| Operations have three things in ` P 


_ consolidation as to its speed. Inability to 


garner more revenues and contain 
inessential expenditures, including un- 
targeted subsidies, will make the bur- 
den of adjustment fall on capital expen- 


non-wage operation and maintenance. 


It is critical to avoid unnecessary cost in | 


terms of growth and welfare of such an 
adjustment path”. 


Anand et al underscore the role | 


played by institutional and political 
mechanisms in softening the budget 


constraints of the states and shaping | 
_ their fiscal trajectory, and the impor- — 
_ tance of setting these mechanisms — 
_ right. Thorat and Roy warn against the — 
_ trend of creating contingent liabilities ` 
by the governments to fund projects | 
and the risks of non-transparency of | 
_ such operations. x 


The question of how much the gov- 


_ ernment spends is certainly important | 
_ butperhaps more significant is the issue | 
_ of how and where that spending is tar- ` 


geted. Five of the 12 chapters are de- 


ers, runs office buildings’ data centres, ` 
provides consulting services on environ- u 


“mental issues, creates software for In- 


ternet applications, and manages hu- 
man resources activities for major 
companies, 

Semler believes his various 


, common: they' re complex enough to 


i 


| discourage new competition, they 


| provide quality, and they earn high-end. 
prices. Interesting? 


Semco is a com- GUTS! a Most certainly, but 
pany that is in- | f Companies that Blow then who hasn't 
volved in an amaz- a the Doors Off heard of Semler 
ing diversity of ~Business-As-Usual. — and his 

_ businesses. It ae i revolutionary style 

makes industrial By KevinandJackie o¢ management? 
machinery like mix- Freiberg You could do better 
ersforpharma and Ra hs 1 Currency Doubleday by reading Semier's 
candy companies, — “emiteraos misme Pages: 278; own books or the 
builds cooling tow- SMG price: $26.00. countless books 
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voted to the issue of quality of gov- 
ernment expenditure and its growth 
and equity implications. Mahal er al. 
using NSS data, find that publicly- 
delivered healthcare services are 
skewed towards the rich. Rajaraman 
identifies weak administrative capacity 
in panchayats as the reason for low utili- 
sation of Central funds. Other papers 
highlight the distortions brought in by 


Central schemes and the existing 
diture and critical items such as 


subsidy regime. 

Thus, from a macro as well as a mi- 
cro perspective the existing state of pub- 
lic finances needs correction. Rising 
debt levels and increasing burden of 
servicing them pre-empts productive 
expenditure. It would be negligent not 
to rectify the present situation as it holds 
back India’s growth potential, 

Although most of the essays in the 
book address the issues at a policy- 
maker or specialist level, it should be of 
some interest to a wider universe. Those 
interested in an analysis of the develop- 
ments in India will also find this 
collection of essays makes a valuable 
contribution to the current debate on 
fiscal sustainability. 





Dharmakirti Joshi is senior economist, 
Crisil Centre for Economic Research 
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HE five state-level elections in 2003 were 
fought on development issues — specifically, 
bipasa (bijli, pani, sadak). And now for the 





general elections too the BJP has discarded | 
the temple of Rama for the temple of boom. | 


What else is India shining and feeling good about? Politi- 
cal parties have turned to governance. 


If this holds true, it augurs well for India — it isn’t just | 


Uttar Pradesh that will become Uttam Pradesh, so will all 
of India. Unfortunately, the hypothesis has doubtful em- 
pirical validity. The best test is a look at what has hap- 
pened in these five states after the elections. One should- 


n't even say five states; Mizoram never figured in the | 
governance discourse. That debate was restricted to | 


Delhi, Madhya Pradesh, Ra- 
jasthan and Chhattisgarh, 
which came a distant fourth. In 
fact, no one knows what chief 
minister Raman Singh has 
been up to. It’s enough that he 
has not been caught — on au- 
dio or video tape — doing 
something dodgy. 

Hence, the test is limited to 
the three Indian Janes — Va- 
sundhara Raje, Uma Bharati 
and Sheila Dikshit. Sheila Dik- 
shit is in a different category — 
hers wasn't a vote for change. 
She can continue with her 
roads, flyovers, power distribu- 
tion privatisation and bhagi- 
dari. There remains the matter 
of law and order. But she can 
argue that this can't be sorted out until Delhi becomes a 
full-fledged State. We are left with the princess and the 
sadhvi. And the new potboiler is titled Indian Janes and 
the Temple of Boom. So runs the popular refrain, or is itur- 
ban legend? 

Now, bipasa isn't easy to resolve. The distinction be- 
tween progress and populism is at best artificial. Provid- 
ing bipasa is progress. But in providing it, one has to target 
subsidies, determine user charges, and revamp govern- 


ment finances. That’s the realm of populism. Power gen- | 


eration, transmission and distribution are a different 


thing altogether from telecom, especially generation and | 
| bureaucracy. Hence, 425 transfer orders were handed out 


transmission. Improving rural road connectivity is differ- 
ent from converting existing roads to highways and ex- 
pressways through the National Highway Development 


Programme. Water, particularly of the irrigation and rural | 


drinking variety, is a Gordian knot. There are no easy solu- 
tions — even through private sector participation. 
But have the princess and the sadhvi begun to address 


Politicians might promise 
governance but what they 
deliver after getting elected is 
altogether different 





All about development? 


these issues? The princess hasn't had the time. She is busy 
with a dhanyavad yatra. A 100-day programme has been 
drawn up, largely made up of promises like eight hours of 
continuous power supply for farmers and six hours for 
students. Presumably, once students cease to be such, the 
power supply would be cut off. That apart, there will be a 
bonus for the state’s employees, a 20% cut in entertain- 
ment tax, rolling back of professional tax, and a crop in- 
surance scheme. About 32,000 government jobs will be 
created. The age limit for entering government service 
will be raised five years. No doubt, the beneficiaries will be 
party cadres and their leaders will pack into boards and 
corporations. Vasundhara Raje has learnt from Ashok 
Gehlot's mistake of trying to cut down government ex- 
penses by sacking people or 
freezing recruitment. So much 
for reforms. Cairns Energy will 
still invest and, thanks to the fi- 
nance minister, there may be 
swanky airports and conven- 
tion centres in Rajasthan. But 
that’s about it. 

The sadhvihas been busier, 
but mostly with cows. She has 
had her version of a SWOT 
analysis done for Madhya 
Pradesh. And we must not lose 
sight of that goal of becoming a 
developed economy. Among 
developed economies, what 
better example than that of the 
Netherlands, which, according 
to Uma Bharati, has “a cow- 
based economy”? Therefore, 
other than a ban on cow slaughter, she has inaugurated 
gaushalas everywhere, including one in the Central Jail in 
Bhopal. If there were some time left, she would inaugu- 
rate and modernise temples, and have havans and yag- 
nas. Who knows when another sadhvi, or perhaps even 
the present one, will commit the mistake of eating the 


_ wrong kind of cake? Better declare all holy spots in MP — 


and there are several of them — completely vegetarian lo- 


| cations. It's also a good idea to build a helipad in Bandra- 


ban on the banks of the Narmada. In case you didn't know, 
that’s where Uma Bharati’s gurumata took samadhi. 
Digvijay Singh was around for too long and so was his 


in 75 days, dislodging Mayawati from the Limca Book of 
Records. Some members of the MP civil service who won 
international awards for innovations in governance, pub- 
lic health and the Gyandoot project were transferred too. 
We deserve the governments we get. We also deserve 
our temples of gloom and doom. š 
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LOOK INWARDS 
I disagree with the author of ‘Managing 
In Difficult Times’ (BW, 8 March). The 
author is incredulous that Indians are 
unaware of the two Peters — Peter 
Drucker and Peter Senge. Without a 
trace of doubt, these two management 
stalwarts are authorities in their sub- 
ject. But I believe the average Indian 
can afford not to know the names of the 
‘Peters’, as he has access to rich knowl- 
edge and culture from his own land. 
The line of thinking that these ex- 
perts have exhibited has already been 
found in various works of India’s great 
personalities. For instance, recently I 
read a book by Swami Vivekananda 
where he stressed the need for detach- 
ment in excelling in work. Preserving 
core values, taking disinterested views 
(non-profit-oriented outlook) about 
one’s work and focussing on the posi- 
tive aspect — all have been highlighted 
by Swamiji. 
An author of his calibre should find 
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it fashionable to fathom the teachings 
of the great Indians and present them 
in a manner which is relevant to a 


| business context. 


Debasis Daspal, Nagpur 


WHAT’S YOUR STANCE? 
Your magazine has taken a contra- 
dictory position on Murli Manohar 


| Joshi’s decision to reduce the fee of the 


Indian Institutes of Management 
(IIMs). In the editor's letter (BW, 1 
March), you say that the reduction in 
fee “will make no substantial difference 
either to the kind of students getting 
into these institutions, or to the quality 


_ of education being imparted there”. But 
| inthe story (‘The Future Of IIMs’ BW, 1 


March), you change tack completely — 
you constantly talk about how the re- 


| duction in fee and increased govern- 


ment interference might adversely af- 
fect the IIMs. There seems to be too 


| much fuzzy thinking on the subject, 


and your magazine seems to have only 
added to it. 


_ Rosemary Mishra, Lucknow 


_ BW REPLIES: 


There is a difference between fee reduc- 


| tion per se, and the interference that 
this will lead to, as the story explained. 


CLARIFICATION 


_ The author of the interview ‘Soon We 


Will Ship Business Models, Not Code, 


(BW, 22 March) is Shishir Prasad. 


Letters can also be sent to 


editor@bworldmail.com 
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COVER STORY sa 


The War 
Of The 
Soaps 


After a long hiatus, the $43.4-billion 
Procter & Gamble is back on the war- 
path in India — and how! It fired its first 
salvo when it cut prices on detergent 
a brands Ariel and Tide. That's a clear 
signal to its rival Hindustan Lever 
about its larger intent — that it wants 
to play the mass-market game all over 
again and rapidly scale up presence. 
But P&G's battlefield is not limited 
to India alone. The quintessential 
global marketer is expanding in key 
developing markets like China, Mexico 
and Brazil. A unique glimpse of the 
company’s strategy — and what it 
means for the global FMCG industry. 








`x 
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4 Country manager S. Khosla leads the 
attack from P&G’s Mumbai headquarters 











IN THE NEWS 


10. The Mind 
Of The FII 


Since liberalisation, FIIs have in- 

vested Rs 103,730 crore in Indian 
markets. Of this 33% was just this 
year. A look at how FIIs invest. 


4 Amit Bhartia manages funds for 
GMO, one of India’s largest Flls 


18 Ficci FRAMES Takes on the fifth edition of Ficci’s 
convention on media and entertainment. 


22 Countdown to the elections The first ofa 
series on state-by-state election prospects looks at UP. 





24 Interview/Tarun Das The outgoing CII director 
general on how his successor was chosen. 





IN DEPTH 


26! The Return Of The 


Internet Companies 


More and more Internet companies r 7 
are booking profits and making an 
impact on traditional businesses 
they operate in. A roundup of 
some success stories. 







rediff.co 
Ai ann na uki 


ledisg s 
As they grow, some of these > 
firms are turning heads 


32) Exult Founder chairman and CEO 
Jim Madden showed critics that HR BPO can be a success. He 
talks to BW on the critical factors in his business. 


44 July Systems what Rajesh Reddy learnt from Uni- 
mobile’s failure, and how he is applying it to his new project. 
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PERSONAL FINANCE 


70| Fundas Off 
The Mark 


Five commonly-held perceptions ` 
about investing in mutual funds 
— and why they are wrong. So 
think twice before you look at past 
performance, or go by MF ratings. 
76 Fundtalk Acquisitions and your MF scheme. 

78 Derivatives Hedging on public issues oflisted firms. 
80 Money plant You’ never too rich to get insurance. 
84 Taxonomics The apex court helps home builders. 
86 News Changes in futures lots, Stanchart’s new fund... 


88 Data Your investments: mutual funds and more. 
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IN VOGUE 


52| Riding The Rainbow 


Do you know why you picked 
that shade for your Palio? The 
carmaker and other firms do — 
= even before you buy it! For 
them, the colour of the bottom- 
line is the colour of the product. 


~ Scarlet red or Madrid red? Touching up the Accent Viva 


90 Bookmark A book that seeks a global justice move- 
ment, not globalisation, and takes on the UN, IMF and WTO. 
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29 Omkar Goswami Even laid-back 
parents turn paranoid when the board exams near. 


ON THE CONTRARY 
42 Mahesh Murthy Schools need to teach 


us more important things than Ohms law. 
COMMENT 
68 Chetan Parikh whyis the global econ- 


omy headed for a crisis? Economics has no answers. 
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Three grudge matches 


LL ofa sudden, this has become the season for 
grudge matches. Between India and Pakistan 
on cricket grounds. Between the BJP and the 
Congress on election fields, And, of course, be- 
tween HLL and P&G in the market for fast mov- 
ing consumer goods. What is interesting is that each of these 
matches will have consequences that go beyond someone 
winning and someone losing. 


The cricket matches will, hopefully, show Pakistan that there 
are fruitful ways of engaging — and even defeating — India. 
The Pakistan Cricket Board, for instance, will be richer by Rs 99 
crore because of the games. 


The elections will probably smoothen the BP's edges, move it 
more to the centre and take it closer to becoming a natura! 
party of governance. | was trav- | 
elling with a top-rung BJP leader 
who was on an election mission 
a few days ago, and was sur- 
prised to see how much the 
party has learnt in a few years of 
power. That globalisation could 
work out to India’s advantage. 
That India could shine without 
becoming a theocracy of some 
kind. That it pays to field a 
number of minority candidates 
even ina state like Gujarat. Scep- 
tics would argue that many of 
these are tactical moves rather than strategic course correc- 
tions. | would probably agree. But evolution, whether in na- 
ture or in politics, is always tactical, not strategic. The Con- 
gress has been slower on the learning curve than the BJP but in 
all likelihood, these elections will finally convince the party 
that it really needs a vision that goes beyond the restoration of 
the dynasty. 





What will the HLL-P&G grudge match deliver? My bet is that it 
will finally end the malaise that has afflicted the Indian market 
for fast moving consumer goods: boredom and stagnation. 
Boredom on the part of the managers — the smart guys 
started moving out of FMCG marketing some time ago — and 
stagnant spending on the part of consumers. “P&G has stirred 
up the market like no one has for many years,” says Deputy 
Editor Indrajit Gupta, whose last cover story on P&G appeared 
in ‘The Incredible Shrinking Act’, BW, 17 July 2000, a year when 
the marketer seemed to be in full retreat from the Indian market! 





TONY JOSEPH, EDITOR 
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STOCKMARAETS/Fils 


“The feel-good lactor 
worries us...” 


A look into the mind of one of the biggest Fils in India 


NOUGH has been said about 

how foreign institutional in- 

vestors (FI) have driven In- 

dia’s best and biggest stock- 

market rally ever. In fact, of 
the Rs 103,730.20 crore that has come 
into the Indian exchanges since they 
were opened up in 1991, more than a 
third has come in 2003-04. 

Enough has also been said about 
how foreign funds have brought in hot 
money and how it will probably flow out 
as it has flowed in during the last year. 

But speculating about the moves and 
motives of foreign investors is one thing, 


and delving into how the mind of a 


global investor works is another. An un- 
derstanding of what makes them tick 
can not only junk many of the myths 
about them, butcan also help shape your 


i 


the country keep on 


perceptions about investing abroad, now — 


that it’s possible for Indians to do so. 
Jeremy Grantham, Dick Mayo, Eyk 

Van Otterloo and King Durant founded 

investment firm Grantham, Mayo, Van 


Otterloo & Company (GMO) in 1977. It 


manages more than $56 billion today. 
In 1993, it set up the GMO Emerging 


Markets group. Today, its emerging mar- — 
ket fund is one of the biggest in the world | 
— with $10.5 billion in assets. It has been | 


investing in India right from 1993 and is 
currently managed by Arjun Diwecha, 
Sam Wilderman and Amit Bhartia. 
Bhartia, an engineer and MBA from 
_ Mumbai University, has been with GMO 
-for nine years. 


Pension funds and endowment funds | 
account for a large portion of the corpus | 
of the GMO emerging markets fund. This - 


allows the fund managers to take a long- — 
term perspective on economies and Mar- | 


kets rather than worry about daily or 
even quarterly fluctuations. 


í 
i 
i 
i 
L 
t 
I 
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Bhartia spoke to BW s 
Vikas Dhootand Shishir 
Prasad about how India 
stacks up against other 
emerging markets, what it 
can do to keep up, and 
why the feel-good factor 
is, perhaps, a warning 
sign for investors. 


The new, new thing 


“We have been investing 
in India for the last 10 
years, but our weights in 


changing. In 2000, it was 

9-10%. But when we saw the big bubble 
in some of the sectors like software and 
telecom, we reduced our weights drasti- 
cally. Since then, we have increased our 
allocation to India only in the second to 
third quarter of 2003. We've always been 
very top down macro-investors. We 
think 70% of returns come from being at 
the right place at the right time. So we 
spend 70% of our time evaluating which 
countries we want to be in. 

And for the first time, India is much 
more of a top-down story, unlike the 
bottom-up story it has always been. I 
am seeing tremendous investing op- 
portunities across different sectors of 
the market. Historically, it's always been 
one or two sectors. You'd pick up one 
sector and then just ride the wave. First, 
it was consumption, then software... 
This is the first time we are enthusiastic 
because we see good corporate earn- 
ings in all sectors and companies. 

We are seeing a lot of interest in 
emerging markets from international 
funds for the first time. Unlike emerging 
market funds, international funds usu- 
ally only look at Europe, Australia and 


BUSINESSWORLD 10 29 MARCH 2004 





the Far East. Even domestic US funds 
are looking at India. An Infosys or evena 
Ranbaxy have the potential to be cate- 
gory killers today. Samsung Electronics, 
after the Asian crisis, is up 10 times. Of 
course, these are also great hedges — if 
one owns Pfizer in the US, he would buy 
some Ranbaxy to cover risks. Who could 
have imagined that five years back? 


India and emerging markets today 


Last year, emerging markets as an asset 
class was trading at eight times earnings 
— it did very well, with the index up 65%. 
India was up 85%. So the whole asset 
class and each of these countries are not 
as attractive now as they were last year. 
Hence, one has to get a lot more realistic 
about returns. You cant have 60-70% re- 
turns again. 

But we still like the asset class be- 
cause it is trading at 13-14 times earn- 
ings, compared to developed markets, 
where it is at 20 times earnings. Return 
on equity is higher in the emerging mar- 
kets, interest rates have fallen across 
markets. And there have been a lot of 
structural changes in every major econ- 


NEERAJ TIWARI 


omy, especially after the Asian crisis. 

For example, South Korea was con- 
sidered one of the worst countries in 
terms of leverage in the economy and 
poor corporate structures. It has im- 
proved massively in the last three years. 
[t is now the world’s tenth largest econ- 
omy and competes effectively for capi- 
tal with India. It’s debt-equity ratio has 
come down from 200% to 35%. The 
tremendously complicated corporate 
structures with multiple cross-holdings 
have been unwound. The story repeats 
itself in Thailand. As interest rates fell, 
companies became profitable, and they 
restructured. Ditto in Indonesia, though 
not to that extent. So this has been a 
broad trend across emerging markets 
and India is no exception. 

Last year, India did outperform the 





emerging markets benchmarks. But at 
least five countries did better — Brazil 
was up more than 100%, Thailand was 
up 100%, Turkey was up 95%, and China 
was up more than 100%. Argentina was 
up by a whopping 140%. 

From eight to 13-14 times earnings 
is a good call, but I don't know when the 
14 will rise to 19 times. It's possible. But a 
bubble could also build up in emerging 
markets. We saw evidence of that in De- 
cember, when the whole asset class was 
up 8% in a month. 

India has always been one of the few 
emerging markets with good liquidity, 
even in the smaller stocks. Because In- 
dia has had a good vibrant capital mar- 
ket for a number of years, liquidity is 
fantastic. India is today trading $4 bil- 
lion in futures and $ 3 billion-4 billion in 
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GAJANAN DUDHALKAR 


Amar Bhartia: India did great, but five 
other markets did better last year 


cash — $7 billion-8 billion every day is 
an excellent opportunity. 

In terms of liquidity, South Korea, 
Taiwan, and India are the top markets. 
Indonesia has a 3.5% weight in the 
emerging markets benchmark, com 
pared to India at 5%. But the largest 
stock in Indonesia (Telekom Indonesia 
would trade just $10 million -12 million 
a day, whereas the Indian top stock 
would be more like $150 million. So, in 
terms of liquidity and cost of entry/exit, 
India has a strong edge. 


Economic fundamentals 


One always has to make a distinction 
between a good stockmarket and a good 
economy. In fact, we dislike countries 
that exhibit good economic growth. 
When things just have to go from worse 
to bad, you always make good returns. 
When things are already good, there's a 
lot of expectation already built in, takes 
alot more to go from good to better. And 
then the margin of safety is not with you. 
Our biggest overweight today is 
Brazil, which went through a huge crisis 
a-year-and-a-half back, valuations are 
very attractive, the whole country is 
trading at 6-7 times earnings. We were 
one of the earliest investors in Argentina. 
India’s got this feel-good factor, 
which has me worried because ever) 
body's excited, things are looking very 
good, companies are very enthusiastic. 
But that doesn't mean that markets will 
collapse — it means that it's much 
harder to make returns in such an envi- 
ronment as a lot of expectations have al- 
ready been factored into stock prices. 


How India can keep up 


The corporate world is chained to the 
macroeconomic environment — what's 
happening to the economic reforms, 
political agendas. Everyone's talking 
about 8% GDP growth. People like us 
don't really believe in it that much. If it 
really comes, it'll be a surprise. If it’s con- 
sistent for one or two years, it'll be a big- 
ger surprise. 

The question is whether the Indian 
economy can continue to surprise in- 
vestors in a positive way. That will result 
in more funds coming into the country 
and markets going up.” 


~ An ASSET for 
: schools 


by Avinash Celestine 





OW good are Indian banks at_ economy have never been exposed 


anticipating changes in _ to a situation where interest rates T’s unlikely that a student in a re- 
exchange rates? At first glance, not | rise. When that happens, it'll be the mote village school will have access 
very good. According to data | first time in years that indian to the same facilities as a student in a 
released by the RBI, over 77% of x households are going to feel the city public school. How then, can one 
overseas assets held by banks _ consequences of monetary policy in compare the capabilities of students 
located in India were held in US | a very personal way indeed. Till from different backgrounds? 


Educational Initiatives (ED, an 
Ahmedabad-based organisation dedi- 
cated to improving the quality of 
schools and education in India, has de- 
veloped a unique evaluation system for 
school students called Assessment of 
Scholastic Skills through Educational 
Testing (ASSET). Says Sridhar Raja- 
gopalan, director, El: “Students of a par- 
ticular age have a certain aptitude, even 
if you consider the difference in educa- 
tional standards across the country.” 

ASSET focusses on measuring how 


dollars as of September-end 2003. — now, this was not something too 

And 60% of the increase in assets many people thought about, 

held abroad by indian banks | especially since inflation has been 

between September 2002 and _ low in recent years. 

2003 was denominated in dollars. The big economic event of the 
The problem, of course, is that | year for most households has 

over the same period of time, the | always been the Budget and the 

dollar was depreciating against | announcement of changes in 

almost all currencies — 18% | income tax rates. Now credit policy 

against the euro and 5.3% against | announcements, and changes in 

the rupee. The last thing banks _ interest rates by the RBI could also 

should be doing is investing in a | become an event people anticipate 

currency which is depreciating __ as anxiously. 


so rapidly. | y. 

But the truth is, of course, a bit | 
more complex. A part of those UCKED away in the recent RBI 
dollar assets form a hedge against Ñ report is a rather interesting 


the liabilities held by Indian banks fact. The return on India's foreign 
(though our dollar liabilities exceed exchange reserves fell by 1.3 

our dollar assets by over Rs 25,000 percentage points to 2.8% between 
crore). And almost 93% of assets _ July 2002 and June 2003 (the 

held by indian banks overseas was | RBI's financial year). Was the RBI a 
in loans and deposits with other | good manager of the $82 billion 
banks — assets which are not _ portfolio it held at the time? 





skills and concepts have been taught to 
the students. Since its inception two 
years ago, over 13,000 children in cities 
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= easily liquidated in response to Since the RBI doesn’t disclose | have taken the test. Currently, it is ad- 

` swings in exchange rates. _ its portfolio, it’s difficult to i ministered to students between classes 
E _ benchmark it — but much ofthe — 3and9, in English, Science and Maths. 

| portfolio would have been invested | EI has also tied up with the Gujarat 

ECENTLY, there have been | in US government securities. And = Science Academy to administer a simi- 

worries that India’s housing ` over that period, the yield on those O lartest called the Vigyan Kasauti to mu- 

loan boom is turning into a bubble securities fell by 1.3-1.55 -nicipal school students in Gujarat. In 

(See ‘The next bubble’, BW, 22 _ percentage points. So it seems the | the pipeline is its biggest testing project 

March 2004). The home loan boom ! RBI hasn't done too bad a job. —Ç to date, funded by ICICI Bank. About 

means that households now are far _ But if even a small part of those x 35,000 students from municipal scho- 


more sensitive to swings in interest assets had been invested in ols in six states, including Maharashtra, 


rates. This is especially true in india productive assets in India (like Gujarat and West Bengal, will be part of 


because most home loan borrowers infrastructure), then returns could > this programme. 
have taken floating rate loans. | have been even higher. In fact, : This scheme is likely to come under 
The consequences of the next | faced by the problem of managing x the aegis of the Sarva Shiksha Abhiyan, 
big shift up in interest rates in the x increasing forex reserves and x which means that it could be scaled up 
Indian economy are going to be | diminishing returns, several central _ nationally. Says Rajagopalan: “Parents 
interesting to watch. The home loan banks in Asia have come together < and students have long demanded that 
boom of the past few years has _ to create an Asian Bond Fund (See : schools benchmark themselves against 
been driven by falling interest rates “Life After One Hundred Billion’, BW, x the rest of the country. Fhis.way, they 
= and new homeowners in today's | 8 December). eg Ç can find out where they fall short.” @ 
SE E I ere er none mn eo nen ene sa IRSHAD DAFTARI 
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The right Enterprise Solution can give you wings. 
The wrong one can weigh you down. It's as simple 
as that. And how do you decide which is the right 
one? Just ask a few basic questions. 


Will you have to change the way you do business? 
Will you be able to retain your competitive 
strengths? Will you be able to translate your ideas 
rapidly into action? 


With Ramco Systems, you visualize the Enterprise 
Solution that translates your strategic objectives 
into action. You actually see how your solution 
works even before we begin to implement it. And 
keep refining it till you are completely satisfied. 
Even after implementation, making modifications 
is a breeze. On any scale. Whether you need to 
respond to new business demands. Or to counter 
competition. 


Hard to believe? Ramco Systems has already 
implemented several such Enterprise Solutions for 
customers around the world. On its revolutionary 
software platform called VirtualWorks, Ramco 
Systems builds and assembles comprehensive 


Will your Enterprise Solution build 
the momentum of your business? 


Or slow it down? 


solutions. To meet the unique needs of your 
business. And adapts and modifies the solution as 
your business evolves. What's more, you are free 
to choose just about any technology available. 
Without worrying about getting tied down to it. 


We deliver all this in remarkably short time- 
frames. And make sure that your business never 
misses a beat. Or for that matter, an opportunity. 


To find out more call: 1600 44 2345 or 


e-mail: info@rsi.ramco.com 
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ASIAN PAINTS/BERGER INTERNATIONAL 


On the prowl. Again 


UCCESS creates an appetite for 
success. After turning around 
the Singapore-based Berger In- 
ternational, the Rs 1,859-crore 
Asian Paints is scouting for opportuni- 
ties in Thailand and Malaysia. The idea 
is to increase its market share from the 
sub-2% now because it feels the mar- 
kets offer good growth potential and 
size will help it push up margins. Berger 
International chairman Jalaj Dani says: 
“We feel it's better to acquire and grow.” 

In September 2002, Asian Paints 
acquired Berger International, which 
owns the Berger brand in over 70 
countries other than India and plants 
in 12 countries. Now Asian Paints, on 
the basis of a matrix (which 
incorporates the size of the economies, 
the size of the paint markets, the nature 
of competition, and the investment 
potential), has identified a few markets 
where it wants to expand. 

The need to grab market share is 
important because it affects its net 
margins. For instance, in India Asian 
Paints earns net margins of 8-9%. “In 
an economy, if we can't do 60% of that, 
there's no point going into that 
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market,” says Dani. But to keep net 
margins high, the company has to have 
pricing power. In countries like India, 
Jamaica and Bahrain, where it is a 
dominant player, its net margins are 


| around 8-9%. But where it is a small 


player, margins are lower. That is why it 
is keen on building size. 

Size also matters because Asian 
Paints wants to become one of the top 
five paints companies in the world by 
2007. The acquisition of Berger gave 
Asian Paints a footprint in 24 countries, 
but many of Berger's subsidiaries were 


| making losses. “The first job was to see 
| that they stop bleeding,” says Ashwin 


Dani, chairman, Asian Paints. 
Having gained some expertise in 


turning around businesses, the com- 


pany is now trying to consolidate its po- 
sition in some of these markets that 
have good growth potential. And the 
quickest way of doing that is through 
acquisitions. In Malaysia, for instance, 
the manufacturing 
sector grew more 
than 12% in the last 
quarter of 2003. The 
economy has been 
growing at 4-5% while 
the US $250-million 
paint industry has 
been consistently gro- 
wing more than 6-7%. 
“In Thailand, 
they have under- 
stood what it takes 
to create con- 
sumerism,” adds Jalaj 
Dani. Thailand's econ- 
omy is growing at 6.5% 
and housing at 20%. 
But these are early 
days. Asian Paints is yet 
to zero in on targets. It 
is also likely to look at 
China and is thinking 
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profits of upping Berger's 
64% stake in Philippine ven- 
27% _ ture, Dutchboy Philip- 
15% š pines, from the 30% it 
-6% Š has now. tal 
se < RANJU SARKAR 
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BHARAT FORGE 
European 
ambitions 


HE Rs 760- 
crore Bharat 
Forge (BFL) 


has taken a few 
more steps to- 
wards its ambition 
of achieving $1 bil- 
lion in global sales 
by 2008. After ac- 
quiring the Euro 120-million Ger- 
man forging company Carl Dan 
Peddinghaus (CDP), it’s looking at 
buying out more companies in Eu- 
rope and setting up manufacturing 
bases in China and the US. 

While the European acquisi- 
tions would bring in new technol- 
ogy and engineering capabilities, 
the China and US plans would 
place it at the heart of its largest 
target markets. “You need to have 
footprints in all the major markets 
you are targeting to serve,” says 
Baba N. Kalyani, CEO, BFL. 

The company is focussing on 
North America, Europe and Asia 
for two products (powertrain and 
chassis components) for both pas- 
senger cars and commercial vehi- - 
cles. The company has already 
hired consultants to scout for op- 
portunities in China and the US. 
But as it aspires to be a full-ser- 
vice supplier, BFL is not just look- 
ing at manufacturing, but engi- 
neering and product development 
capabilities too. That’s where Eu- 
rope fits in well. 

The 800-employee CDP a big 
player in chassis components for 
passenger cars and trucks, would 
be a technology and product de- 
velopment centre for BFL. The 
company, which has some power- 
train business too, has brought in 
new customers like Volkswagen, 
BMW and Audi. BFL is looking at 
technology as well as lower prices 


to keep it ahead. m 
RANJU SARKAR 
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hide-and-seek with shadows, it comes as a breath of fresh air to have a phone 


designed specially for our country. With an Anti-Slip Grip, Built-in Torchlight fo: 
-ai 





and a Dust Resistant Cover, the new Nokia 1100 truly is a phone Made for India. 


Always insist on original Nokia India Warranty to safeguard against buying used, refurbished or tampered phones 
Nokia India Warranty is applicable only for phones imported by Nokia India Pvt. Ltd. 
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17 Feb: “This is the first flush so let 
us reward the Indian investor” 


Two days before the IPCL issue, the first 


govt sale, opens 













25 Feb: “Hum bekhabar hain par itne 
fo nahin. We have identified the people 
behind it... (the fall in the market). | have 
informed the financial advisers for the six 
issues about these persons” 


After the initial lacklustre response to the IBP 
issue, which opened on 23 February. The Sensex 
dipped by 2.60% on that day and the BSE PSU 
Index fell 3.79% 


Y 
26 Feb: “Our actions have had a salutary effect. The advisers were made aware of their contractual 


obligations to the government to market the shares’ 


Bids for IBP offer rose from Rs 1.55 lakh to Rs 29.84 lakh on 26 February. For IPCL, they rose from 


Rs 13.93 crore to Rs 16.84 crore 


Sensex BN BSE PSU Index: 10 Feb = 1000 


The disinvestment drama of six PSUs captured 
through the minister’s quotes 


15 Mar: “This is a big contribution to widen the equity market. After 
the stockmarket scam it was felt that retail investors would shun the 
markets. This has proved to be false” 


After Rs 15,332 crore bid for six PSU issues. 17 lakh retail 
investors bid for shares of the six companies 
a 


12 Mar: “The response of 
retail investors to the issues has 
not been that enthusiastic...” 


Following reports that the BSE’s — ETET LE N BESA EE PERI y. 
software had miscalculated the 








bids received during the book “= m= Uq 
building of issues. Rs 150.000 crore 
every year through 


disinvestment” 








nat > 5 Mar: “It’s a great 
milestone. These six 
issues have redefined the 
perception about the 
capital markets in India.” 


Rs 28,000 crore mobilised 
on Day 1 of the ONGC offer 


Compiled by: Avinash Celestine & Rachna Monga 
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IT SERVICES 


Needed: A new paradigm 








Silicon Valley start-ups. But why should 

they? They have their hands full work- 

ing for the big boys like IBM and so on. 
Haque has an answer: “We have a 


Graphics: ARPIT SHARMA & Photograph: DILEEP PRAKASH 


ROMOD Haque likes drawing 

graphs and quadrants. There is 

one that shows the ebb and 
flow of different technology paradigms. 
Then there is the quadrant that shows 
the pattern between cost and innova- 
tion. “There is a huge shift happening 
in the world of IT services and Indian 
firms are still down here,” he says, in- 
dicating the crabby corner of the quad- 
rant that depicts low cost and low inno- 
vation. “They need to move there,” he 
says, pointing to the top right, which is 
high innovation and high quality. He be- 
lieves that unless Indian firms do that 
they will remain locked in the vicious 
cycle of declining profits. 

Indian firms would do well to listen 

to Haque, who is general partner at 


x 
| 
x 


Norwest Venture Partners, the $1.8- 
billion venture capital firm. He was an 
early investor in companies like Tivoli 
Systems, Cerent, Extreme Networks 
and Siara, some of which have pro- 
duced disruptive technology. 

Haque says that Indian firms can 


| increase their revenue by working with 
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SANJIT KUNDU 


| company that has a technology that 


can hook into any legacy system and 
convert that code into contemporary 
code. What is the major chunk of In- 
dian IT services revenue? System inte- 
gration, where you need to connect to 
a variety of old applications.” 

So, let them do what they are good 
at — technology, while Indian system 
integrators like Infosys and Wipro can 
train their people in this software and 
deploy them around the world. “Since 
few people know how to implement 
these technologies, the skill carries a 
premium. Indian firms can become 
leaders in knowing how to use the lat- 


est technology to solve business prob- 
lems,” he says. Ri 
SHISHIR PRASAD 





Leadership Fact No.1 


Maruti Suzuki All others 
market share: combined: 
5 5 %* 45% y 


In a competitive market with 14 brands on offer, 55%* of passenger car buyers chose Maruti Suzuki. 


While most car market leaders don't command more than 30% market 
: | i I Customer Satisfaction No.1 
share anywhere, in India, Maruti Suzuki has 55%* That's more than 


— — ~ + + + 0 — — a — ae 










all the others put together and over three times as many cars as our Product Quality No.1 





nearest competitor. 
' æ Market Share 
Maruti Suzuki — 


Service Network and Performance 
ñiways 


NO. 1 


and accessories. And our 1000-city, 1885-strong service network is by Widest Range (11 models) 


The complete motoring experience 


We offer the widest range of cars, catering to all kinds of 






needs and budgets. Our authorised dealerships are single- Economy (Total ownership cost) 


stop sources for easy auto finance options, car insurance, 





Spares (Availability and low cost) 


used cars, fleet management services and genuine spares 


far the largest. Perhaps that explains why, when it comes to cars, | 
One-stop Shop Convenience No.1 
Maruti Suzuki remains India's all-time favourite. eas Bg 


© 56 


Log on to MARUTIUDYOG.COM Take a test drive today. Call: Ask anything about Maruti. Anytime 
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“Market share figures for the passenger car market: April, 2003 - January, 2004 (Source: SIAM) 
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T has been five 
years since the 
Federation of 
Indian Cham- 
bers of Commerce 
and Industry (Ficci) 
has been hosting FRAMES, a conven- 
tion on the business of media and 
entertainment in Mumbai. The over- 
whelming feeling at the latest edition of 
the event was: “Move it, please.” 

When FRAMES began in 2000, ‘cor- 
poratisation of films’ and ‘business of 
entertainment’ were evolving ideas. 
Now India’s media and entertainment 
business has moved beyond its basic 
definitions. It is high time the conven- 
tion did that too. Most of the topics, 
sessions and speakers give you a strong 





sense of deja vu if you have been a reg- | 


ular at FRAMES, like me. 


More than half the Hindi films | 
released last year came from film com- | 
panies. There is over Rs 3,000 crore in | 


Frozen 
FRAMES 












IB. 
and a smaller proportion of that into B 
and C class theatres. Broadcasting and 
television software firms have raised 
money on the bourses and moved 
beyond their basic problems, music is 
dying a slow death in India, radio is on 
the verge of being freed up from its dis- 
astrous licence fee. There has been a lot 
of movement forward. FRAMES has to 
take that into account and move on. 

What almost everybody wanted was 
practical everyday talks from successful 
and not-so-successful firms on what 
works and what doesn't. They didn't get 
it. Instead there were homilies from 
Mukesh Ambani on how Reliance is 
aiming for a ‘Bro- 
adband Bharat’ 
(Thanks, but could 
you tell us when?) 
and from the infor- 
mation and broad- 
casting minister on 
what great opportunities there are in 
Indian entertainment. Well, good 
morning Mr Prasad. 

The ritualistic three-hour long inau- 
gural session had the same names from 
Ficci and the mandatory actors (this 
time Preity Zinta and Hema Malini) to 
lend a dash of glamour. 

Having said that, I must admit that I 
enjoyed myself tremendously as did 
most of the 1,200 other delegates. That 
is because there is no better platform to 
network than FRAMES. There is repre- 
sentation from the music, the radio, the 
film and the broadcasting industries. 
And they are complemented by a wide 
range of professionals: investment ban- 
kers, advertisers, consultants, media 


Á 


investment coming into multiplexes | technology experts and analysts! W 
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Disney 


hour 


with Star in India. The 
two have been talking for ages 


ALT Disney appears very 
close to striking a deal 


now. Andy Bird, the head of Walt 


Disney's international business, 
made a very bland corporate 


presentation and flatly denied that 


he is coming to India very soon. 


He says he is still figuring out the 


Indian market. 

Well, considering that Star 
chief executive Peter Mukerjea 
and Bird were closeted in a 


meeting that very afternoon and 
that Disney had sent a whopping 
13-member delegation to 
FRAMES — one of the largest by 
far — we would say that Bird was 
E 


just being coy. 

















Action stations 


HE rumours about Sony’s IPO are very strong. So are 

the ones about Animax, its proposed animation 

channel. Kunal Dasgupta denies the IPO. “What 
would | do with the money?” he asks. But he confirms that 
Animax will launch by September this year. Add Star’s two 
proposed general entertainment channels, and it looks like 
post-elections, the limelight will shift from the news 
channels to general entertainment again. Are the new 
channels an attempt to outflank competition? Dasgupta 
disagrees: “Flanking doesn’t work in media. Remember 
The Independent from the The Times of India group, or EL 
TV, which Zee tried to launch as a flanking strategy?” E 





Meaningful words 
HE best speech awards go to Subhash Chandra of Zee, 
Michelle Guthrie, the new Star Group CEO, and Robert 
L. McCann, CEO of Nielsen Media Worldwide. Chan- 
dra praised Indian entrepreneurship and said it could flourish 
without regulation — a welcome change from the moaning 
about the system. Guthrie spoke on pay TV markets. She de- 


scribed News Corp’s global experiences, with numbers and 
evidence from BSkyB, Taiwan, et al. McCann spoke about 


| how more choice and fragmentation hardly affected the TV 


market. In 1985, he said, with 18 channels, Americans were 
watching TV for 29 hours a week on an average. In 2003, with 


| 100-odd channels, they were doing so for just 30 hours. W 


Reports by VANITA KOHLI-KHANDEKAR 
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Leadership Fact No.2 Count on us 





Both the Maruti Suzuki WagonR and the Zen have been ranked No.1 in Product Quality 
in the NFO Total Customer Satisfaction Study: 


i I i Customer Satisfaction No.1 
ownership** and, naturally, total satisfaction are the results of the 
Suzuki mastery of compact car design. Which means, as India knows, Product Quality No.1 
your best choice is Maruti Suzuki. 
Market Share 
Maruti Suzuki 


The complete motoring experience 
We offer the widest range of cars, catering to all kinds of 
needs and budgets. Our authorised dealerships are single- 


stop sources for easy auto finance options, car insurance, 





Cars that offer you outstanding performance, unmatched cost of 







Service Network and Performance 










Economy (Total ownership cost) 


Spares (Availability and low cost) 
Widest Range (11 models) No.1 
One-stop Shop Convenience No.1 


*Study conducted in 2003. **Cost of ownership includes cost of acquisition, cost of running, cost of maintenance and resale value. 


used cars, fleet management services and genuine spares 
and accessories. And our 1000-city, 1885-strong service network is by 
far the largest. Perhaps that explains why, when it comes to cars, 





Maruti Suzuki remains India's all-time favourite. 
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Log on to MARUTIUDYOG.COM Take a test drive today. Call: Ask anything about Maruti. Anytime. 


BANKING SOFTWARE 










Product 


Supplier in 2003 
Flexcube — i-flex Solutions 
KTP Reuters 
Globus/T24 Temenos 
Opics Misys 
Delta-Bank Delta Informatique 
Summit Summit 
Equation Misys 
Finacle Core Infosys 
Systematics Fidelity 
Apsys Sungard 


-FLEX Solutions has done it. Again. 
For the second year running, the 
Indian banking software products 
firm has topped the UK-based IBS 
Publishing’s league table, an annual list- 
ing of largest selling banking software all 
over the world. (See table) 
The significant thing for i-flex is that 


this year its deal size has been smaller. | 


“Temenos’ deal size is fairly large at a 





Banking software league table 
1 January - 31 December 2003 
New customers 





This league table covers only new name back office deals. Where deals are 
known to cover solely front office or corporate treasury, they have been omitted 
from the supplier totals. User/site totals include earlier versions of the system. 


Source: IBS Publishing 








THE JOB MARKET 


i-flex’s encore 


median value of $2.4 mil- 
lion while i-flex’s deal size 
seems smaller,” says Mar- 
tin Whybrow, editor, IBS 
Publishing. 

The list also confirms 
that the banking software 
market was slow last year. 
Most companies couldn't 
increase the number of 
new installations signifi- 
cantly, but a few bucked 
the trend. Reuters, with its 
wholesale banking soft- 
ware KTP, sold success- 
fully in France and stor- 
med to the second position on the list. 

The other successful company is 
Misys, which has increased its installa- 
tions by more than 30%. A company 
that has done well by concentrating on 
France and even French-speaking Afri- 
ca is Delta Informatique. Is it time for 
the guys at I-flex to learn the difference 
between a Bordeaux and a Chantilly? 8 
SHISHIR PRASAD 







Total 
customers 
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Destination India 


job-seekers be far behind? The num- 

ber of foreigners seeking jobs in In- 
dia seems to be growing. HR heads say 
that the number of applications they get 
from foreigners is increasing. 

Last week, 25 students (16 US citi- 
zens, Mexicans, Japanese and two Indi- 
ans) from the University of Texas at 
Austin (UTA), flew down to check out In- 
dian companies. 

While the university has organised 
trips to Brazil, China and Australia in the 
past, this is the first such trip to India. 
Two of them have been offered posi- 
tions in India. 

Universities like Stanford and Mass- 
achusetts Institute of Technology also 
have programmes similar to that of 
UTA. Says UTA associate professor 


LL jobs are coming to India, can the 





Prabhudev Konana, who is in charge of 
the visiting group: “There is a growing 
realisation in the US that Russia and In- 
dia are becoming important and the 
students need to understand these 
countries as well.” 

InStep, a programme run by Infosys 
Technologies, gets students from Stan- 
ford, Harvard and Princeton universi- 
ties of the US to train and work in the 
company. This year, it will get 80 stu- 
dents, double last year’s number. 

Vasantha Kalbagal, director (HR) at 
Phoenix Global Solutions, says: “An Aus- 
tralian wrote to me asking for a job in 
Bangalore. Hiring one or two of them 
will not make sense, as they may get 
lonely. But I told him if he can get five of 
his friends then we'll consider it.” Mi 

MITU JAYASHANKAR 
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PLACEMENT SEASON 


NKF 
The Day 


One NGO 


SHES to ashes; dust to 
dust; if Lehman doesn’t get 


you, the Kidney Foundation 
must.” Two students from the In- 
dian Institute of Management- 
Ahmedabad have passed up a tra- 
ditional career in favour of the 
National Kidney Foundation (NKF), 
the largest NGO in Singapore. The 
NKF started life as a dialysis pro- 
vider, but has now expanded to in- 
clude preventive healthcare ser- 
vices. It made nine offers to 
students at IIM-A this year of 
which two were accepted. The NKF 
also picked up five students during 
the summer. This is the NGO's sec- 








ond year at the institute. 

NKF is a Day One company at 
the institute, nudging for space 
with names like Citibank and Proc- 
ter & Gamble. The media cell at 
IIM-A says that its starting salary 
on the table was Singapore 
$65,000 ($1=S$1.69), but one of 
the students hired by NKF says 
that his eventual pay-packet is 
smaller. Day Zero companies like 
Lehman and Deutsche Bank are 
still at the top with salaries bet- 
ween $65,000 and $75,000. 

Those who know NKF say it is a 
well-oiled machine. It works like a 
corporate and its marketing is as 
good as any consumer goods 
firm’s. It hires top-notch managers 
to create awareness of preventive 
healthcare and for fund raising. E 

RADHIKA DHAWAN 
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Leadership Fact No.3 





The Esteem has been awarded the No.1 N ameplate in the entry 
mid-size category in the J.D. Power Initial Quality Survey? 










The survey covered almost everything - ride quality, handling, 
braking, features, control, seats, heating, ventilation, cooling, sound 
system, exteriors, interiors, engine and transmission. And, not 
surprisingly, the Esteem topped its class. After all, it's a 
Maruti Suzuki. 






Customer Satisfaction 


No.1 
Product Quality No.1 
No.1 


Market Share 












Maruti Suzuki 


Always 


NO. 1 
Spares (Availability and low cost 


) No.1 
Widest Range (11 models) No.1 
One-stop Shop Convenience No.1 
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Log on to MARUTIUDYOG.COM Take a test drive today. Call: Ask anying about Maruti Anytime 





The complete motoring experience 

We offer the widest range of cars, catering to all kinds of 
needs and budgets. Our authorised dealerships are single- 
stop sources for easy auto finance options, car insurance, 






Service Network and Performance No.1 








Economy (Total ownership cost) No.1 






used cars, fleet management services and genuine spares 

and accessories. And our 1000-city, 1885-strong service network is by 
far the largest. Perhaps that explains why, when it comes to cars, 
Maruti Suzuki remains India's all-time favourite. 
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“Survey conducted in 2003. 


UTTAR PRADESH 


A straight BJP vs SP fight 


Congress, BSP unlikely to have major impact on results 


Starting this issue, every week BW will 
carry around-up of the states that would 
matter the most in the forthcoming gen- 
eral elections. We will analyse the pros- 


pects of the various political parties and | 


the important candidates. This week, we 
take a look at Uttar Pradesh, the state 
that sends the largest number of mem- 
bers (80) to Parliament. 


ITH the Congress failing 

to strike an electoral al- 

liance with either Mu- 

layam Singh Yadav's 

Samajwadi Party (SP) or Mayawati's 

Bahujan Samaj Party (BSP), the stage is 

set for a four-cornered contest in the 
country’s most populous state. 

The battle will not be over issues or 

ideologies. The electorate is divided 


sharply along caste lines and all of the | 


parties are making detailed caste calcu- 
lations while planning their strategies. 
The equations are roughly as follows. 

The Bharatiya Janata Party (BJP) is 
aiming at rallying the upper castes be- 
hind it on the strength of Prime Minister 
Atal Bihari Vajpayee's appeal. The upper 
castes constitute a little over 20% of the 
state’s population. 

To this core vote, the party hopes to 
add on former chief minister Kalyan 
Singh's Lodh vote.The Lodh population 
is as high as 9% 
and spread 
around 10 con- 
stituencies. In the 
last elections, the 
BJP lost this cru- 
cial vote because 
it had fallen out 
with Kalyan 
Singh, thereby 
alienating the 
Lodhs. 

The SP has 
sewn up a limited 
alliance with Ajit 
Singh's Rashtriya 
Lok Dal in west- 








Vajpayee, Mulayam (top & bottom L) 
overshadow Sonia (top R), Mayawati 





ern UP. This ya- 
dav-jat combi- 
nation is quite 
potent in this 
belt and together 
with the Muslim 
vote, the alliance 
is hoping to come 
up trumps in 
what used to be the 














stronghold of UP’s 
tallest kisan leader, 
Charan Singh. 


The BSP is relying 
on its traditional dalit 
vote. Despite her troubles 
with the CBI, or perhaps 


because of it, Mayawati is BJP 
likely to hold on to this 
wae SP 

vote, which is estimated 

to account for between BSP 

16% and 22% in most CONGRESS 
constituencies. Her suc- 

OTHERS 


cess will depend on how 
much of the Muslim and 
Kurmi vote she can tag on 
to her basic vote. 

The Congress has to make do with | 
the leftovers. It certainly has the good- | 
will of the Muslims, who would like to 
vote for it. Unfortunately, for most | 
members of this community, the need 
to defeat the BJP is the uppermost con- 
cern. With the 
Congress strag- 
gling behind as a 
poor fourth in 
most areas, the 
Muslims may not 
opt for the party, 
except in places 
where the candi- 
date is individu- 
ally strong, like in 
the Gandhi fam- | 
ilyseat ofAmethi. | 

A Congress- 
BSP alliance, at | 
least on paper, 
would have been | 


TOTAL 
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SCOREBOARD 
ELECTION-99 


formidable because it has the capability 
of harnessing both Muslim and dalit 
support. Together, these two sections 
make a winning combination in 
at least half the seats in UP. 
The alliance has, 
however, not hap- 
pened, thanks to 
some clever back- 
room manoeu- 
vring by the 

BJP’s poll strate- 

gists. With the CBI 
cases hanging over her 
head like the sword of 
Damocles, Mayawati de- 
cided to play safe and 
not antagonise the rul- 
ing BJP by joining hands 
with the Congress. 

The way the caste 
equations add up in UR, 
it would seem to be ad- 
vantage BJP right now. In 
a multi-cornered con- 
test, the party has calcu- 

ANAND SINHA lated that its threshold 
for victory in many places is just 26% of 
the vote share, which it can achieve. 

Had the BSP and Congress come to- 
gether, this figure would have increased 
to 35%. Over the years, the BJP has just 
not been able to expand its appeal in the 
state beyond the upper castes and, 
therefore, the lower the vote share 
needed for victory, the better it is for 
the party. 

The SP is the other party that has the 
advantage, in western UP because of its 
alliance with Ajit Singh, and in parts of 
eastern UP where Mulayam Singh's ya- 
davs and the Muslims make for a win- 
ning combination. 

The prediction of political pundits at 
the moment is that most places will 
witness a tough fight between the BJP 
and the SP with the BSP and Congress 
coming in as a poor third and fourth, 
respectively. w 

ARATI R. JERATH 
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In fact, no other car company’s annual sales can match mine* 






The reason is simple - you just can’t find a car quite like the Maruti 800. 
Aspired for by millions of first-time car buyers, it's the most fuel 
efficient, costs the least to maintain and commands a fantastic resale 
value. And today, you can even buy it at an EMI that's lower than 
what a two-wheeler cost just four years ago. No wonder 
it's still the bestseller. Maruti Suzuki 


Always Service Network and Performance No. 
needs and budgets. Our authorised dealerships are 


N (i 1 Economy (Total ownership cost) N 
a 
single-stop sources for easy auto finance options, car N 


1 

1 

1 
insurance, used cars, fleet management services and genuine spares 


o. 
Spares (Availability and low cost) o. 
and accessories. And our 1000-city, 1885-strong service network is by 


Widest Range (11 models) No.1 
far the largest. Perhaps that explains why, when it comes to cars, 
Maruti Suzuki remains India's all-time favourite. 
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Market Share No.1 
















Thecompletemotoring experience 
We offer the widest range of cars, catering to all kinds of 











One-stop Shop Convenience No.1 
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*1,52,021 Maruti 800 cars sold: April, 2003-February, 2004 (Industry Sources) 
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WHEN the news broke last fortnight that 
Tarun Das, the face of CII for the past 30 


years, was stepping down to make way | 


for N. Srinivasan (Srini) to take over as 
director general (DG) from 1 June, it cre- 
ated a flutter. Over the past two years, sev- 
eral people — S. Sen, Ajay Khanna, Dilip 
Chenoy and Omkar Goswami — have 


been touted as Das’s successors. As chief 


mentor, Das will continue to play a 


proactive role at CII. BW Rajeev Dubey © 


spoke to Das, who is now in the US, on 
how the new DG was selected. 


m The appointment of the new director 
general came as a surprise. What's 
behind the timing? 

The process of selection began in April 
2002, when Ashok Soota became the CII 
president. It was decided that when lam 
65, I would step down as DG. That was 
the ultimate deadline. All past presi- 
dents felt that 65 was a good enough age 
to step down and talked to me. Deputy 
DGs retire at 60. 


pA But for that, would you have rather 
stayed on beyond 65? 
Oh no! I agreed with them. I’ve been 


heading the organisation for 30 years. 
An institution needs to set some bench- 
marks on how it should be run. 


m When did other frontrunners like 
(deputy DG) Ajay Khanna and (chief 
economist) Omkar Goswami lose out to 
N. Srinivasan? 

I'm hearing Ajay Khanna’s name for the 
first time. He was not on the radar. 
Omkar Goswami was brought in as an 
economist to do the research work. He 
really did a great job. He was also not in 
the running for the DG's post. He was 
very happy being the chief economist. 
He was never a candidate. The three se- 
niormost people were Srini, S. Sen and 
Manosi Roy. 

A president's committee was set up 
headed by Soota himself. They went 
through all the people and decided on 
Srini on the basis of his seniority, matu- 
rity, technology background, and 30 
years in the organisation. 

He's done everything at CII. He last 
headed the Centre of Excellence in Ban- 
galore and the quality initiative for CII. It 
was an easy decision, but because we 


| are an association there was a process of 
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consultation and discussion. 


m Who's the most disappointed at not 
becoming the DG? 

Nobody’s said they are disappointed. 
No one has expressed disapproval. 


m Was it a race between the Bengali 
lobby and the Punjabi lobby? 

There's never been a lobby in Cll — Pun- 
jabi or Bengali. I dont consider myself a 
Bengali. I’m the same for all. Perhaps, it's 
because we shifted from Kolkata, histor- 
ically we've had more Bengalis. 


m Are you hearing about the Bengali vs 
Punjabi lobby for the first time? 

Yes. This is the first time I’m hearing 
about this. And I do not live in an ivory 
tower. I've my feet firmly on the ground. 


m The new responsibility is well- 
documented but how will you make sure 
you don’t step on Srini’s toes? 

Nobody’s more conscious of his free- 
dom than myself. There is no one more 
committed than me to make this transi- 
tion work. Hes been wearing one of my 
shoes for a year. He's been meeting 


SEBASTIAN JOHN 


everybody. He's not an unknown guy. 


m But the organisation naturally 
gravitates to somebody who has been 
running it for 30 years... 

I'll relocate to Gurgaon. Srini will be in 
the DG’s office at our Lodhi Road head- 
quarters. He's the new DG. I will make 
sure that the man who has supported 
me for 30 years is not without support. 
I'll repay him. I have a debt to repay. This 
is an emotional debt. Now’s the time to 
support Srini. l'Il do that. 


m Srinivasan was informed on 1 March 
2003. Why did you keep it a secret for 
12 months? 

The process had to be meticulous and 
well planned. All senior staff knew about 
it. All were taken into confidence six 
months ago. Workshops were also held. 
Last winter, at a location outside Delhi, 
senior executives sat together and dis- 
cussed my role and designation. The 
nicest thing was that nobody talked 
about this outside. That we managed all 
this is a measure of our commitment to 
the new leader. 


m And you will now be the chief mentor? 
Itis good that I have to continue as chief 
mentor. I’m the second chief mentor in 
India (after N.R. Narayana Murthy of In- 
fosys Technology). The past presidents 
consulted NRN on howhe separated his 
role. He shared everything with us. 


m As chief mentor, what's your role? 

I have two broad areas of work. One, to 
support Srini in whatever he wants to 
do, wherever he needs my help. Two, to 
head the global advisory council to 
manage and maintain our international 
relations, and to look after the trusts and 
the foundations like IDE There’s a third 
role also— to review our new Centres of 
Excellence and help integrate them into 
the CII structure. 


4 Any regrets about your tenure? 

I have no regrets. I may have made mis- 
takes because I’m also human. But I’m 
stepping down very satisfied. 


m Any unfinished agenda? 

For me, there's only satisfaction. I’ve 
done more than anything anyone can 
do in a lifetime. I’ve had a lot of support 
from people. I'm gratefultothem. E 
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NOVARTIS’ IMATINIB MESYLATE EMR 


India’s patent system 
faces clinical trial 


NTI-CANCER drug imatinib mesylate is having a positive side-effect 

on the country’s patent system. The disputes following the award of 

an exclusive marketing right (EMR) for the drug to Novartis India, a 

subsidiary of the $24-billion, Switzerland-based multinational 
Novartis AG, are showing up the loopholes in the system. 

The Patent Controller's Office, which is responsible for granting EMRs (and 
will be responsible for issuing patents from 2005), gave the one for imatinib 
mesylate to Novartis. Meanwhile, the Drug Controller General of India (DCGI), 
which only checks whether a drug is fit to market, allowed a number of 
generics companies to do so. Neither of the two bodies is required to tell the 
other what it is doing. Therefore, what they ended up doing was create a 
situation where the two permissions are in conflict. “The current law is a 
recipe for litigation,” says Rajiv Gulati, chairman and managing director, Eli 
Lilly India, the Indian subsidiary of the US-based drug company Eli Lilly. Lilly 
has also applied for an EMR for its anti-impotency drug Tadalafil, but the 
market has been hijacked by Ajanta Pharma and now Ranbaxy Laboratories 
with permits from DCGI. 

Moreover, there is no special court to handle patent disputes. Novartis’ 
EMR has been challenged in the Delhi High Court by Hyderabad-based drug 
company Natco Pharma India, which has DCGI permission to market imatinib 
mesylate. But Novartis, on the basis of the EMR, filed a suit in the Chennai 
High court against six generic drug companies and managed to get a stay 
against them for the same drug. Now if Natco wins in Delhi, the Chennai High 
Court’s stay will conflict with the Delhi High 
Court's verdict. 

Meanwhile, Novartis has also filed a 
case in the Mumbai High Court against | | 
Natco Pharma and two others — Shantha | 
Biotechnics and Camlin — for infringing 
on its EMR. In its petition in Mumbai, 
Novartis disclosed to the judge that 
the EMR was disputed and the matter 
was under consideration by the Delhi 
High Court. Four hearings have 
already been held in Mumbai on 4, 

12 and 25 February and 11 March, 
but the final decision is likely to be 
taken only after the Delhi High Court 
gives its verdict in the other case 
between the two companies. 

Novartis India chief executive 
officer Ranjit Shahani says the ` 
company will defend the EMR. The 
CEO of another drug firm says that 
one knew there were loopholes in the 
law, but “they would have never come 
to light if the EMR had not been 
granted (for imatinib mesylate) and 
challenged”. a 
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bagZee.con 
India’s Biggest Marketplace 


FOUR-year-old has pulled off 
what Uday Kotak did in half a 
lifetime. Set up in 2000 by 30- 
year-old Samir Gehlot and 
two of his buddies from HT- 
Delhi, online trading and 
broking company Indiabulls has broken 
in among the top three equity brokers in 
the country. At transactions worth 
Rs 550 crore-600 crore a day, it’s not too 
far behind Kotak Mahindra, which 
clocks Rs 1,000 crore. The difference is 
that about 40% of Indiabulls’ transac- 
tions are online. If you count that Kotak 
does a lot of institutional and propri- 
etary trading and Indiabulls trades only 
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on behalf of its 27,000 clients, the feat 
seems even more commendable. 

There’s more. Six months ago India- 
bulls started distributing insurance 
products and is now one of the largest 
distributors for Birla Sun Life. For 2003- 
04, Indiabulls will declare a topline of 
Rs 67 crore and a post-tax profit ofabout 
Rs 26 crore. Impressed, Farallon Capital 
Management, a US-based hedge fund, 
invested Rs 53 crore in Indiabulls last 
month. That makes Indiabulls the only 
Indian company spawned during the 
Internet boom to get funded during this 
financial year, that too at a valuation of 
more than Rs 300 crore. 
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For the December 2004 quarter 

But let’s not kid ourselves. Even at 
this size, Indiabulls is not even a hun- 
dredth of the company its modelled on 
— the $4-billion Charles Schwab. Butin 
the Internet economy, size alone doesnt 
matter. Like Indiabulls, several Indian 
companies are beginning to make their 
presence felt in the businesses they op- 
erate in, or are closest to. 

Let’s take Big Daddy first. For the first 
time ever, Rediff posted an operating 
profit in the December 2004 quarter. ` 
The quarters EBITDA (earnings before 
interest, tax, depreciation and ammorti- 
sation) of $55,000 compares with an op- 
erating loss of $2.2 million a year back. 


of age 


Several reasons contributed to this turn- 
around — but we'll come back to that 
that later. MakeMyTrip, an inbound 
travel company, declared its first-ever 
positive EBIDTA of Rs 75 lakh in 2003. 
Mind you, the trend towards profitabil- 
ity is not that new. Way back in June 
2000, online contests company Con- 
test2Win (C2W) was among the first 
pure-play dotcoms to declare a profit — 
Rs 10 lakh on revenues of Rs 80 lakh. The 
company now has two joint ventures in 
China and will close the year with a 
profit of Rs 1 crore on revenues of Rs 5 
crore. Online recruitment channel Nau- 
kri went cash-positive two years ago, 
then booked losses in 2000-01 when it 
stepped up investments, and bounced 
back into profits. These early successes 
keep alive a primary dream of the Inter- 
net economy — companies with sound 
business models can make it. 

In India, there are three kinds of In- 
ternet companies today — those that 
exist because of the Internet (Rediff), 
those that use the Internet as an enabler 


—  ... 
| Samir Gehlot, CEO, Indiabulls: 
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THE INTERNET ECONOMY 


More Internet companies are 


of a business that already existed (India- 


bulls), and those that have created new | 


models within an existing business 
(Naukri). Naukri is an enabler for re- 
cruiting in a way that didn't exist before, 
but it’s not a head-hunting agency. 


Measuring Success 


When one takes a broader palette to 
portray success, mere survival becomes 


too small a canvas. One then asks | 


whether these companies have moved 


from being merely profitable to being | 
influential in their spheres. And more | 


Indian companies fit into the frame. 


Matrimonial site Shaadi Online is a | 


desi channel for one of the most power- 
ful social trends — likeminded people 
using the Internet to get together. It is 
now seen as a viable alternative to mar- 
riage bureaus and classified advertise- 
ments. Media content provider Agency- 
faqs is launching a marketing magazine 
to fill the vacuum A&M's closure cre- 
ated. Rishi Sahaye, vice-president of In- 
finity Ventures (which funded Agency- 
faqs), says: “They are seen as a dispenser 
of content and services to the media 


and marketing community. A magazine | 


is just another way they play that role.” 


The biggest sign that the Internet | 
| tation. A measure of its impact can be 


economy of India is close to an inflec- 
tion point lies in the marketing expendi- 
ture of Rediff. The portal reduced its 
marketing and sales promotional ex- 


and yet boosted its registered user base 


by about 22% in the whole year. Two, its | 
online revenues out of India (advertis- | 


ing and e-commerce) touched $1 mil- 
lion, growing at 54%. How was this pos- 
sible? The ‘network effect’ that was 
expected to apply to Internet compa- 
nies seems to have kicked in. 

The story playing out in India does 
not boast ofnumbers as large as those in 


the US or China, but is equally powerful | 
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posting profits and impacting 
traditional businesses around 
them. A look at some early 
successes. By Radhika Dhawan 


when measuring impact. With a topline 
of Rs 20 crore and a net profit of Rs 3 
crore, Naukri is extremely profitable but 
still small. But it has a higher market- 


| share than its peers — Jobsahead and 


Monster. The more interesting point is 
that Naukri has managed to become a 
respectable recruitment channel for en- 
try-level jobs by companies and recruit- 
ment agencies. IT companies caught on 
to the trend early but even Johnson & 
Johnson and StandardChartered Bank 
have started using the channel. 

One of the most viable businesses to 
come out of the Internet economy in In- 
dia is the sale of used cars. Unofficial es- 
timates put the whole industry at a lu- 
crative Rs 15,000 crore, but it is a 
fragmented business. Automart India 
spotted an opportunity and created the 
country’s first retail chain of used cars 


| two and a half years ago. It uses the In- 


ternet to pull in consumers while the 
cars are stocked at 30 locations across 
the country. Says Vinay Sanghi, CEO of 
Automart: “We built our business on the 
insight that people would like to re- 
search cars online but actually see them 
before buying.” It adds value by actually 
checking the car on more than 100 para- 
meters and offering the right documen- 


gauged from the fact that while a large 
Mumbai dealer sells 30-40 cars a month, 


| Automart India sells about 150 in that 
penditure by about $0.6 million last year | 


city alone. The company posted a 
turnover of Rs 120 crore last year and an 
EBIDTA profit of Rs 1.8 crore. 

Another star is clearly the travel in- 
dustry and two Indian companies have 
done well for themselves here. Trav- 
eljini, which focuses on the outbound 
travel sector, booked tickets of Rs 36 


| crore last year and posted an EBIDTA of 


Rs 1.9 crore. MakeMyTrip, on the other 
hand, functions like an inbound travel 
aggregator but through an online book- 
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ing engine that keeps its costs low. In 


2003, the company sold tickets worth | 


Rs 56 crore to over 10,000 customers in 
the US and earned commissions of Rs 7 
crore. Says Deep Kalra, CEO of Make- 
MytTrip: “It’s a given that the travel in- 
dustry has migrated successfully to the 
Internet and that brick-and-mortar 
agencies are dying.” 

It may be a tad too early to herald the 
death of the traditional travel agency, 
but there is no argument that travel sites 
are important commerce facilitators. 
Air ticket auctions are a case in point. 


Pioneered by Sahara Airlines and subse- | 


quently taken up by Indian Airlines and 


Air-India, sales have surged on sites like | 


Indiatimes. In March 2003 Indiatimes 
sold air tickets worth Rs 2 crore; but last 
month it did Rs 7 crore, putting in in the 
same bracket as a Raj Travels. “The auc- 
tions have not replaced the average 
travel agency yet, since you still need an 
agency to issue to the ticket. But the In- 
ternet is a very important channel of 
distribution, “ says Alok Sharma, vice- 
president (marketing), Sahara Airlines. 
Baazee’s gross merchandise sales 
(GMS) in January and February 2004 


was Rs 25 crore. Now, the GMS does not | 


stand for revenues for Baazee — what 
adds to its topline is its cut from every 
sale. While Baazee may well end the year 
with consumer sales in the region of Rs 
120 crore, its topline would be just Rs 10 
crore or so. But the GMS is comparable 





Sanghi, CEO, Automart: 
Creating the country’s first used car 
dealer franchise 
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with the yearly sales at the Tata groups 
retail chain Westside (Rs 120 crore). In- 
diatimes transacted e-commerce worth 
Rs 65 crore in 2003 but the portal’s rev- 
enue is just Rs 15 crore. Says Rajiv Sawh- 
ney, COO of Times Internet, the com- 
pany that owns Indiatimes: “Our 
margins are much higher (than tradi- 
tional stores) since we don't stock inven- 
tory. But the challenge to increase the 
topline is there.” 


Secrets of Success 


But what makes these companies differ- 
ent from the hundreds that came and 
died before them? For one, they all enjoy 
the early mover advantage. Two, after 
having access, they have managed their 
cash well. Many managed to raise criti- 
cal funding before the bust. 

Baazee still incurs losses. But 
founder Avnish Bajaj insists that he will 
continue to invest in the business till it 
transacts about Rs 1,000 crore and then 
worry about making profits. “We can af- 
ford to be this patient because we have 
patient investors. We are not in any 
hurry to break even,” says Bajaj. 

Companies like Baazee and India- 
times, with rich parents, are probably 
exceptions. The more common pattern 
is that the successful companies never 
used capital to fund losses. Early players 
got so obsessed with attracting traffic to 
their sites that in 2000 companies spent 
60% of their entire costs on marketing. 
Some of the Indian successes innovated 
to navigate this morass. C2W did a lot of 
barters — since companies did not 
want to pay for contests on an untested 
model they offered a mention on hoard- 
ings orin an ad. Asa result, the site spent 
just Rs 2 lakh in advertising and promo- 
tion in the initial 18 months. 

In contrast, Naukri raised about 
Rs 50 crore two years ago but sat tight on 
the money. Says Bala Deshpande, direc- 
tor (investments) at ICICI Ventures, the 
fund that invested in Naukri: “They 
never went overboard in the initial 
years. So they still had cash and re- 
sources when they wanted it.” Naukri 
has only just started investing in its 
brand through television commercials. 
Indiabulls followed the Charles Schwab 
model of hiring independent financial 
advisors for entry-level sales staff and 
then made a large part of its pay-scales 
variable. “In a bad year, our variable out- 
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Sawhney, COO, Times Internet: 
Air ticket auctions are driving 
e-commerce 





goes are lower,” says Gagan Banga, vice- 
president (marketing) of Indiabulls. 
More importantly, it has strong risk 
management systems in place — some 
of the 54 IITians on its rolls helped with 
some robust algorithms. 

But there are challenges ahead for all 
of them. One common one is the ap- 
palling level of Internet penetration and 
usage. This will be more of an issue for 
businesses like Rediff and Baazee that 
depend strongly on mass usage — there 
is a limit to what one can do with 20 mil- 
lion users. One draw for C2Ws entry 
into China was its 80 million Net users. 

Others face challenges identifiable 
with the model. Naukri, for instance, is 
perceived good for an ‘entry-level sales 
force’ kind of hiring — not necessarily a 
niche it wants to be in. 

With evolution a constant, these 
companies may not even look like their 
present selves five years from now. 
Shaadi does not believe that the chan- 
nel will work for parents looking for 
spouses for their kids. So it plans to set 
up a marriage bureau franchise. Agen- 
cyfaqs gets its revenue through advertis- 
ing and event marketing, but promoter 
Sreekant Khandekar is open to all possi- 
bilities. “Anything to do with the adver- 
tising, media or the marketing commu- 
nity could be our business. When'and 
how, via which medium is a matter of 
judgement and execution.” That's what 
entrepreneurs are for, aren't they? W 
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Even we 
who 
believed 
our kids 
should 
be good 
human 
beings 
first, are 
now 
more 
worried 
about 
how 
they'll 
fare in 
the 
exams 





OR six days in December 1971, I 
would leave home, walk to Gowalia 
Tank in what was called Bombay, 
board a public bus, get off outside 
St Mary's school, go to the class- 
room and sit for my Senior Cambridge exams. 
Like other students, I mugged right up to the 
point where I had to leave my books, and enter 
the dreaded room to face Armageddon. Three 
hours later, over a keema pao and Coke at the 
school canteen, I too would spend half an hour 
doing ghastly post-mortems. And then, I would 
retrace my steps back home. 

That was the story of my school-leaving ex- 
ams. It was much the same tale for all my peers. 
Although memory could fail me — for it was 
almost a third of a century ago — I don't have 
any recollection of hordes of hyper-anxious 
parents accompanying my class friends to the 
school. As an aside, I am told that Bengali par- 
ents always belonged to a different genus — 
mothers not only escort children right up to the 
school gates, but are also there for the return 
trip with their obligatory flasks of nimbu pani, 
mishti doi and sandesh for their bachha’s post- 
exam sustenance. 

Cut to 12 March 2004. My ex-wife and I ac- 
companied my daughter for her first Class XII 
Board exams. Although the exam was to begin 
at 10:30 in the morning, the lane was jammed 
with cars by 9:45. Every child that we knew was 
accompanied by at least one parent. Typically, 
both were in attendance. Consequently, there 
were many more adults in their late 40s than 
children in their teens. Some parents and 
teachers had even done puja, and had come 
with prasad, which was offered to the kids as 
they entered the exam centre. This, by the way, 
was the CBSE’s English exam — the silliest pa- 
per that the genius of India could have ever de- 
vised. So there wasn’t much nervousness in the 
air. But believe me, you will be able cut the ten- 
sion with a knife on 22nd March, when the kids 
sit for their history exam, or on the 25th, when it 
is the D-day for economics. 
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The paranoia of 
board exams 











While waiting outside, many of us dis- 
cussed why these exams have become such 
stressful affairs for children and parents alike. 
The universal answer was the ridiculously high 
cut-offs imposed by the ‘good’ colleges. True 
enough. We know of kids who secured above 
90% overall but couldn't get into the economics 
(honours) course in the so-called star campus 
college because they didn’t score at least 95% in 
mathematics. Yet, it is also true that there are 
many more avenues for vocational training 
than the traditional honours course that we 
went through. In our days, there were hardly 
any hotel management courses; and no parent 
worth his salt would have dreamt of their kids 
learning about the hospitality business. Good 
students went to the Indian Institutes of Tech- 
nology, did science, economics or even history, 
and then went on to ‘better’ things like doing 
Masters degree, or taking the UPSC exams. The 
not-so-good did pass courses in campus col- 
leges, and then joined the tea industry. 

Thus, while the cut-offs have become astro- 
nomical, it is also true that today’s kids can take 
advantage of the many new careers and oppor- 
tunities. Unfortunately, we parents don't realise 
this enough. That’s why newspapers feed on 
our collective tensions with pieces on how to 
study, what food to eat and not to eat, when to 
sleep, and how to keep the pH factor in balance. 

In the 1980s, an academic friend and I used 
to joke about a colleague who would avoid any 
evening get-together because he had to teach 
his child for the board exams. It wouldn't hap- 
pen to us, we said. Weren't we laid-back par- 
ents? And didn't we give far more importance to 
our children being good human beings en- 
gaged in creative extracurricular activities than 
on how they did in their board exams? 

Guess what? We have also got trapped. I 
went to pick up my daughter on 12 March. I'll 
drop and pick her up on every exam day. And 
Im more tense than she is about her econom- 
ics paper. That's paranoia. And I’ve been in- 
fected by it like everyone else. Ls 
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EXULT Inc. founder chairman and CEO 
Jim Madden's first big idea was to be a 
sailboat designer. The dean of the design 
institute asked him whether he wanted 
to design boats or own them. Madden 
said that he wanted to own them. And 
the dean said thatas a boat designer that 
would be difficult. He could never afford 
them. So Madden took up geology in- 
stead, and then did an MBA. He worked 
with MCI, Booz Allen Hamilton, and 
Canadian outsourcing company System 
House. He left System House as president 
to start Exult, an HR business process 
outsourcing company. 

Experts told him that companies will 
never outsource HR as employees are 
their most critical assets and anything to 
do with them will have to be in-house. 
That was just before he started Exult. In 
1999, Exult made revenues of $5 million. 
By 2003, it was making $480 million. 

Last year Exult started its India oper- 
ations and also ventured into finance 
and accounts (F&A) BPO work. Mean- 
while, India, the companys fastest grow- 
ing operation, will eventually be one of 
the largest Exult facilities in the world. 
On his visit to India, Madden spoke with 
BW’ss Shelley Singh on what goes into 
making an HR BPO business successful. 


E Exult's business model is unique — 
taking HR departments out of 

companies. A ‘lift and shift’ operation... 
We take a set of integrated HR processes 
— payroll, benefits, recruiting, staffing, 
learning and IT components. We run 
the transactions, the technology and the 
administration of HR processes for 
clients. We don't do things like strategy 
and policy. That's best left to clients. 

Our USP is that we offer HR on an in- 
tegrated basis to Fortune 500 compa- 
nies. HR costs are 0.75% of the sales of 
these companies. The average HR ad- 
ministration spend per person is $1,600 
a year. We save 15-25% of the costs for 
clients. By moving work to India we save 
30-40% of the costs. Five years ago I was 
told that nobody will outsource HR. And 
that you can never make money on 
clients. We have allayed all those doubts. 


E You take out HR functions and costs 

for companies. How do you make money? 
We have 15 clients; from half we took 
employees. Every time we take a new 
client we only need to add incremental 


work to our model. We already have 
scale and efficiency in terms of global 
reach, technology and processes. Let's 
say a client has 500 people in HR, we 
would take no more than 300 people. 
The client would keep the work of the 
other 200 — policy, strategy and design 
type of work. We replicate client work till 
we bring it to a standard model. That's 
based on PeopleSoft, SAP and a dozen 
other integrated software products that 
we use across all clients. 


E So what are you offering clients? 

First is better service. We can run trans- 
actions with greater accuracy, efficiency, 
speed and provide better user experi- 
ence. Second, we guarantee to take out 
costs. Third, we variabilise our services. 
Our cost changes as the client grows or 
shrinks... we don't become a fixed cost. 


lš At the beginning, you are not adding 
unique value to clients... 


That's not true. One of the things that we | 
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introduce almost immediately is the 
self-service model — a user experience 
as to how employees get their HR trans- 
actions (done) over the Internet. For in- 
stance, if a British Petroleum employee 
working on a project in Kazakhstan 
wants to access his records and benefits, 
or get information and services through 
any device, we are there. Some people 
might call us an Internet company but 
we are a full-service HR BPO company. 

Some things we do are similar to 
what others do. But we do much more. 
We do not provide piecemeal solutions 
like only IT, payroll or benefit adminis- 
tration, but end-to-end solutions. We 
will be a category killer in HR BPO. 


E if you are taking over the client’s HR 
department, when do you actually start 
making money? 

The contract will begin to become prof- 
itable in the second or third year of op- 
eration. The first year of the contract is 
actually an investment, to get it up and 


running, and move the 
client to our standard 
architecture. 


E How much work do 
you do onsite? 

The only thing we do at 
client site is client and 
relationship manage- 
ment. All transaction 


in the US, one in 
Canada, two in the UK 
and one each in India 
and Brazil. Each of the 
centres is growing — In- 
dia, started last year, is 
our fastest growing cen- 
tre. We have 350 people 
in Mumbai. The centre 
will cater to work for all our 15 clients. ’ 


il The work in India is low end. When will 
you scale up? What are your India plans? 
Itis not low end. We have to train people 
and get them up to speed to our other 
centres. It will take two years. India will 
be one of our largest centres. We have 
2,400 employees including the India 
staff. India will grow to 600-700 people 
in a year, with 20% of the total head- 
count. In five years it will grow to 30-40% 
of the size of Exult. 

We would like to do IT, transaction 
, processing like payroll, data entry, data 
capture and customer calls in India. We 
will not do country-specific tasks here 
— like 401K pension plans, which are 
very unique to local requirements. 


E Is it because they are unique or 
because of privacy laws? 

We work in compliance with data pri- 
vacy laws. It might be an oversimplifica- 
tion, but we do not move data physically 





workis done at our eight | 
operating centres: three | 


from one place to another. As long as | 


you take all the security steps, it is fine. 


i What trends do you foresee? 
Our clients know HR BPO is viable and 
they are looking at what we do as a solu- 


tion for that. Our model is unique — not x 


offshore versus onshore. The trend is to- 
wards ‘multishoring’ — a combination 
of the two. Companies are looking at the 
right place to work depending on cost, 
complexity, IT, cultural and political is- 
sues. And, of course, what they see as 
core and non-core. British Petroleum, 
for example, had outsourced IT, finance, 


accounting long before it outsourced : 


HR. While Prudential had hardly out- 
sourced anything — HR was the first. 


Ili Why has HR BPO been slow to take off | 


compared to, say, financial services? 


For me it has taken off very fast. In just : 
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While most oft our business | is doed to 
HR processes, we do perform FRA 
processes. These are mainly composed 
of accounts payable and fixed assets. We 
do this work for clients including Pru- 
dential Financial and Bank of America. 
The F&A processes that Exult per- 
forms have high synergies — technol- 
ogy, process, transaction volumes — 
with the higher volume HR process that 
Exult performs (like payroll). We mainly 
do account payables, fixed assets and 
employee expense reimbursement. 
About 15% of our revenues come from 
F&A and this should be 20% as we grow. 


@ Any acquisition plans in India? 
We have $200 million in cash. That is fer 
development of new client contracts 
and for potential acquisitions. At this 
time, Exult has ne acquisition activity 
underway in India. But we will look at 
the markets and opportunities. We will 
be acquiring to add scale and shan 
new areas like finance. o 








story 


After cracking 
open China, 
the formidable 
marketer is 
turning on the 
heat in India. 
By Indrajit Gupta 


HERE'S a question that's being discussed in hushed 
tones in corporate boardrooms and executive suites 
of almost every consumer product company: is 
Procter & Gamble (P&G), one of the world’s most ad- 
mired marketers, finally waking up from its self-en- 
forced slumber in India? 

The short answer is, of course, yes. Ever since P&G an- 
nounced its decision to cut prices of its detergent brands Ariel 
and Tide by as much as 20-50% nearly a week ago, every rival 
has been gripped by a sense of paranoia. “We are looking to 
simply double our volumes,” say internal sources at P&G. 

Within a space of 48 hours, archrival Hindustan Lever 
(HLL) announced it had slashed prices of its Surf Excel Blue 
from Rs 70.a kg to Rs 50 a kg, and plastered the town with 
hoardings saying so. “We have been asked to tell retailers to 
match P&G's prices,” says an HLL soaps and detergent distrib- 
utor in north India. 

Then, it was Colgate's turn: it said it would cut the price of 


Why P&G 


declared 
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Shantanu Khosla is the first 
Indian after Gurcharan Das to head 
P&G's operations in India. Khosla 
and his top team — sales director 


Chester Twigg and country market- 
ing manager Rahul Malhotra — have 
one big goal: to be the fastest 
growing subsidiary in the P&G 
system worldwide. If they achieve 
their task, it could well reinforce 
Cincinnati's new-found confidence in 
the Indian market 


its flagship brand Colgate Dental Cream, and 
also Cibaca Top and Colgate Herbal. Publicly, 
Colgate managers say they are trying to stop re- 
gional brands like Anchor and Ajanta from 
making further inroads. But a senior manager 
in Colgate’s marketing department admits: 
“We are now ready to face Crest.” For the past 
few months, there has been intense specula- 
tion that P&G would debut its billion-dollar- 
plus toothpaste brand in India reportedly at 
prices that are half that of Colgate Dental 
Cream. So far, there is no sign of Crest — but 
Colgate obviously isn't taking any chances. 
And it shouldn't. The same Colgate man- 
ager says that last year his colleagues in Latin 
America realised they were up against an 800- 
pound gorilla that was suddenly willing to play 
by a new set of rules. It no longer stuck to its 
favourite premium positioning strategy, ex- 
tracting a significant price premium for a technologically su- 
perior product. Instead, P&G dropped prices considerably, 


launched a marketing blitzkrieg by upping ad spends 3-4 | 


times in a determined bid to dislodge Colgate as the No.1 


brand. Similarly, HLL managers in India say that two years | 


ago, Unilever's fledgling subsidiary in China went through a 


similar experience. Suddenly, it found itself pulverised by an | 
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| show beyond a small Rs 800-crore business. Whereas in 
| China, which P&G had entered almost at the same time as In- 


dia, it crossed the $1 billion mark (Rs 4,500 crore approxi- 


| mately) last year. From 1998 till date, P&G seemed to have put 





assault on the detergent marketignificantly lower prices | 


backed by a high-decibel marketing campaigip 

Welcome to the new, improved P&G. Procter managers 
who quit only four years ago can’t quite understand how or 
what has changed inside the 16Z-year-old company. Think 
about it this way: wouldn't you be zapped if Nirma suddenly 
started offering breakthrough products, raised prices and 
tried using direct marketing to sell its detergent powder to 
high-net worth consumers? Last week, an ex-Procterite was 


desperately trying to reach a colleague at P&G Plaza, the grand | 


newheadquartersin surburban Mumbai, to findouthowlong 
the price war would continue. It wasn't just intellectual curios- 
ity but plain survival instinct. He had invested his hard-earned 
money in HLL shares days before all hell broke loose. 

Its funny. Even till a year ago, P&G had done everything 


its investment plans in India on hold. It stayed focussed on a 
small wedge of the Indian market, content in serving top-end 
consumers in the top 200 towns (See ‘The Incredible Shrink- 
ing Act, BW, 17 July 2000). 

But now, as P&G gets aggressive, marketers across the 
country are slowly but surely beginning to acknowledge one 
fact: the structure of the consumer packaged goods market 
will now be turned on its head. And a lot of it is thanks to P&G’s 
new strategy. For a long time, P&G struggled to understand 
how to deliver value in low-income yet fast-growing markets 
of Asia, Latin America, Russia and parts of South-east Asia. But 
nowit does. And it isn't just about price cuts, but creating value 
for consumers in incredibly powerful new ways — through 
the way it develops a product, approaches pricing and even- 
tually distributes it to consumers. So if for the last 40 years HLL 
defined the developing market model of consumer market- 


| ing, here's one that could well become the alternative. But just 


that a multinational entering India ought not to do. Itinvested | 


several thousand crores since its entry in 1985, but had little to 
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how did P&G hit upon this new formula? 
To understand that, we would need to go back a few years. 
As a successful global marketer, P&G would never have quite 
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Fortune called Alan G. Lafley 

(or 'AG') the un-CEO. As chairman, 
CEO and president of P&G, the 
unassuming, Harvard-educated 
ex-Navy man turned around the con- 
sumer goods behemoth in less than £ 


two years. For this, he handpicked 
top managers from developing 
markets like India, China, Turkey 
and Greece. These managers, he 
felt, were used to being underdogs 
— and hence were fighters 


changed tack if it hadn't been for a self-made 
crisis. In early 2000, P&G had landed itself in 
more than a spot of bother. It had missed two 
quarterly earnings numbers, and its stock 
price had halved. The 1990s’ decade was the 
first time in its entire history that P&G failed to 
double its turnover over that of the previous 
decade. The then hard-charging chairman- 
CEO Durk Jager, who was trying to turn around the company, | 
had to abruptly resign after just 17 months at the helm, leaving 
the company rudderless. Morale was an all-time low. A 
quarter of P&G’s brand managers quit back then — many to 
join dotcoms. 

The P&G board invited Jager’s archrival John Peppers to 
take over as chairman. Peppers, in turn, invited A.G. Lafley, 
who headed the business in North America at that time, to | 
come in as CEO. Lafley was an extraordinary leader, without 
any of the qualities of most superstar CEOs. He didn't have a | 
dazzling personality or the flair of a typical CEO. Bharat Patel, 
P&G's chairman in India, who interacted with Lafleyona | 
number of occasions when Lafley was the Asia-Pacific head of 
P&G, says he was a nice guy but extremely tough on perfor- 
mance and, most importantly, very consumer oriented. 
Lafley, an MBA from Harvard and an ex-Navy man to boot, 
swiftly took on the task on turning around P&G. 

Today, P&G's sales and profits are back on the growth path. 
In fact, 2003 was an extraordinary year — its best overall per- 
formance in nearly a decade Q&G's turnover went up by 8% to 
$43.4 billion. Earnings were up 19% to $5.2 billion, nearly dou- 
ble of what was expected. Almost all the growth was organic, 
with 19 ofits top 20 brands growing in volume, all this amid a 
bad recession and political instability. Meanwhile, some of its 
rivals like Unilever are still missing numbers, changing man- | 
agements (its co-chairman Niall Fitzgerald was shown the 
door recently) and rearranging organisation charts. 

It wasn't any sleight of hand. Lafley took a series of critical ` 
decisions. The biggest problem he had to tackle was: how do 
you grow a $40-billion company? Now, Jager had adopted a 
big-bang approach: he tried launching a slew of new products 
in the hope that some of them would hit the elusive billion- 
dollar mark. Each of the gambles backfired. To make it worse, 
Jager mandated that P&G sell its global brands under the same 
name across the world. For instance, P&G had a dishwashing | 











liquid brand called Fairy in 
Germany. Jager forced a 
change of name to Dawn — 
the name under which it sells 
in the US. No one in Germany 
knew what Dawn was, and 
consequently, sales of the 
product nosedived. Lafley, on 
the other hand, suggested that 
the company focus on the big 
brands and attempt to grow 
them. After all, itis always eas- 
ier for someone to understand 
what it takes to sell a bit more 
of Tide, than to have to invent 
a new blockbuster all together 
— something that Jager was 
advocating. Besides, the basic 
innovation model was no 
longer centred around just 
breakthrough technology, as 
seen by an R&D scientist. It 
had to be relevant to the 
consumer. 

Then again, Jager was a stickler for premium pricing. Even 
for markets like India, he insisted that gross profit margins had 


| tobe the calibrated to the US market, that too at the same dol- 


lar rate. This immediately strangulated growth. Those were 


| the days when the US economy under former-president Bill 


Clinton was in the pink of health. Jager reasoned that unless 
the markets outside the US could guarantee equal margins, it 
made little economic sense to invest there. 

This was a bit of a surprise, especially because Jager had 
been head of the Asia-Pacific business just before Lafley. “Even 
though Jager headed Asia-Pacific earlier, it was a surprise that 
Jager did not see the potential in developing markets quite the 
same way that Lafley did. I guess it eventually depends on the 
prism through which you look at consumers and markets,” 
says Patel. 

Lafley, on the other hand, was deeply influenced by his ex- 
perience in the Asia-Pacific region. 

“Jager was very insistent that P&G products had to be the 
gold standard. He was confident that consumers would pay 
extra for the differenceQut Lafley realised that it was pointless 


| to make a Mercedes, which people would merely admire from 


a distance, ays a former senior P&G manager. Not only did 
Lafley understand the long-term growth potential of these 
markets, he also made another important discovery: develop- 
ing markets had an enormous talent pool of managers. P&G 
was an underdog in most of these markets, hence, he believed, 
these managers had the fighter instincts to grow the business 
from a small base. 

So he brought many of them into leadership positions in 
the US, and gave them key assignments in the Asia-Pacific re- 
gion. For instance, Ravi Chaturvedi, who joined P&G in 1983 
— the same year as P&G India’s managing director Shantanu 
Khosla— was given a stint in the US as head ofa haircare busi- 
ness that had stagnated. Chaturvedi is now a vice-president in 
P&G's hugely successful China operations and also heads the 
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beauty care business there. He is rated as 
one of the top 20 managers in the P&G 
world, says Patel. 

By 2002 Lafley had begun to show results: P&G beat Wall 
Street expegtations eight quarters in a row. And P&G's stock 
moved u 70% from a low of $53 to $90)By 2003 more than 
80% of P&G's sales came from the top 10 markets, most of 


markets, P&G began to look for growth in many developing 
markets. For example,Qhina is now P&G's sixth-largest mar- 
ket and crossed $1 billion in sales last year — up from 10th just 
three years ago. 

Now, understanding these low-income developing mar- 
kets was a huge cultural change for managers in the Cincin- 


consumers, there was no way that they could compete. So his 


The science 
of price cuts 


second and third years after introduction. 

The forecasts thrown up by the P&G model is reck- 
oned to be accurate 65% of the time, within a margin 
of error of 10%. In case of the price cuts, what it would 
have done is explored volumes at different price 
points. The model would need two key inputs: one, 
consumer attitudes and opinions, typically done 
through an in-house usage test. Two, the marketing- 
mix variables such as distribution, advertising expendi- 
tures, promotional activities and media types. 

Once all the data is fed into the model, it is then 
possible to simulate various scenarios: what if distribu- 
tion build-up is slow? Or advertising spends are low- 
ered? Or, even, there is the unexpected entry of a com- 
petitor? This way, P&G is able to arrive at the most 
optimum plan. Cool, huh? 

Now, here’s the moot point: would it have factored 
in HLLs actions in bringing parity in pricing so quickly? 
The chances are it would have. “As such, brand man- 
agers may have chosen to operate with a reserve 
spend level of about $1.5 million, which would help it 
combat unexpected competitive action,” says a former 
P&G manager. m 








HERE'S nothing that P&G does which is not delib- 

erate. So you can safely bet that the decision on 

the price cuts on Tide and Ariel would have been 
painstakingly researched and it would have taken into 
account the competitors' reactions. The methodology is 
a closely-guarded secret and, officially, no one at P&G will give it away. But BW learns that 
P&G uses a quantitative model which is a variation of the well-known Bases model. 

Here's how it works. At the heart of it is a quantitative database. It has been built up 
through historical data on consumers' response to concept tests or pricing tests. The data has 
been collected over 15 years of P&G's existence in India for all its product categories. Now, 
most regular product or concept tests for new products or even relaunches don't quite work in 
reality. That's how the Bases model came into use. It not only helps determine the level of ac- 
ceptance and appreciation of a product or brand to be newly introduced (or re-launched), but 
also gives an accurate prediction of the sales volume that the product will achieve in the first, 


Khosla's right-hand man: Country 
marketing manager R. Malhotra 
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top managers were asked to sensitise them- 
selves to this opportunity. That meant that 
even if P&G had to learn how to operate with a 
far lower margin, so be it. The formulation too was 


| no longer sacrosanct. P&G managers were now allowed to 


change the formulations, if the market opportunity was 


| clearly defined. 
which were among the strongest and biggest economies of | 
the world. Even as it consolidated its position in these core | 


Then, in 2002, it began to up the ante in China. Sources say 
it introduced new brands at far lower prices, upped the share 
of voice, introduced an aggressive promotion strategy and 


| then took hefty cuts on the prices of its detergents. It caught 


the competitors — both local Chinese players and Unilever — 
completely by surprise. The company suddenly realised that 
despite the loss in margins, turnover in China went up by 40% 


| in 2003. That immediately allowed scale economies to kick, at 
nati headquarters. But Lafley was insistent that they had to | 
look for consumers everywhere, irrespective of their purchas- | 
ing power. He figured that unless P&G offered greater value to ` 


the plant as well as in the supply chain and sourcing. 

Now, this was the moment Lafley was waiting for. He took 
the same strategy to other parts of the developing world: 
South-east Asia (Vietnam and the Philippines), and Latin 
America and Mexico, all of 
which presented high- 
growth, structurally-attrac- 
tive opportunities. 

Even as these large-scale 
changes in the P&G world 
were breaking out, the Indian 
operations were still hobbling 
along. The first signs of 
change began to come 
through in early 2002, when 
Shantanu Khosla was 
despatched as managing di- 
rector to India from Singa- 
pore (where he headed the 
healthcare business for the 
entire Asia region). Khosla 
was a vice-president in the 
P&G system and, unlike his 
predecessor Gary Cofer, who 
was a general manager, this 
was a small signal that India 
was now gradually becoming 
important to Cincinnati. 

Now, the decision to in- 
vest in India is often the pre- 
rogative of the heads of P&G's 
global business units. The 
country head, of course, plays 
an influencing role, but the 
way P&G is organised, it has 
five global business units 
(GBU) — fabric care, hair 
care, baby care, beauty and 
feminine care — which now 
have profit responsibility, and 
also script the brand and cat- 
egory strategy across the 
globe. Each country would be 
part of a regional hub. India, 
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for instance, would be part of the 
Asean-Australia-India (AAI) 
region. Execution in each 
country would be looked after 
by a market development or- 
ganisation, which would help 
optimise media and sales. 
In 2003, sources say that the fabric care GBU in Asia had 
a remarkable year and exceeded its profit commitments. 
When the new structure was adopted in 2000, the Philip- 
pines was clearly the lead market in Asia. Historically, P&G 
was very strong in that country, it knew the trade very well 
and the per capita consumption too was very high. India was 
the next big opportunity, but considering the difference in 
population, the size of the detergent market was still 
too small. Cracking open the opportunity in India was 
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Sleepless Ë is four times more costly to the most obvious next step. 
win back marketshare from Even though India was now the next big talking 
ni ghts for competition than to retain it. point in corporate boardrooms in the US, sources say 
And multinationals Colgate and the work to reapply the learnings from China in India 
FMCG CEOs HLL are making sure they don't started nearly one-and-a-half years ago. “The think- 
have to incur that cost given ing in the Jager days was that every consumer would 
P&G's recent price cuts. At his appreciate the value of a high-priced compact. But 
chairman's review with his top managers, HLL chief M.S. Banga was now we were willing to play by the existing rules of the 
apparently upset after last year’s poor performance. He is said to game, rather than expect the structure of the market 
have hauled up his managers. And in response to the P&G cut, HLL to change,” says a former P&G manager. One big ad- 
has slashed the price of its Surf Excel. Colgate too is taking rearguard vantage P&G had was that its detergents were always 
action. It has slashed prices of Cibaca Top, Colgate Herbal and Col- rated higher than competition in image terms. But 
gate Dental Cream. A senior marketing manager in Colgate says even if the consumer aspired to buy Ariel, price was 


Cibaca volumes have jumped, but hardly made money. Colgate man- invariably a deterrent. Families would use it for occa- 
agers are working on a margin improvement programme to cut costs sional use, particularly for special clothes. And in 


through better sourcing (reverse auctions), product reformulations homes where the domestic help did the washing, they 
and lower overheads. would seldom be allowed to use Ariel. Either way, vol- 
But will such tinkering work? Maybe not, as P&G’s business umes would not come through. That meant that with 
model will allow it to continue the onslaught. Its organisational a small market share, P&G still had to maintain a dis- 
model of global business units and market development organisa- proportionately high share of voice in mass media, 
tions is a source of competitive advantage. When P&G India relo- compared to the top dog, HLL, to ensure that Ariel 
cated its managers to regional hubs in Singapore, the Philippines managed a degree of salience. The result: huge losses. 
and Thailand, most analysts pooh-poohed the idea. Today, HLL too All that changed when P&G began working on the 
is trying to emulate it. For one, the model is very lean and delivers Tide launch. As a second-tier brand, Tide was usually 
great scale economies. The P&G marketing development organisa- priced at about 30% lower price than Ariel. The vol- 
tion (MDO) team in India has 6-7 people and is headed by country ume forecasts were stunning: Tides projected vol- 
marketing manager Rahul Malhotra. The regional hubs typically umes were higher than what Ariel had achieved in the 
have a couple of brand managers for each category. Compare that last 12 years in India. 
to the 80-plus strong For the past year, P&G has been experimenting 


HLL’s Banga: He had enough worries 


brand management on his plate — then P&G cut prices with a range of pricing options. (See “The Science Of 
structure at HLL. Also, aF. Price Cuts’). Last month, it pushed through a huge re- 
says Arvind Sharma, EAE duction in its satchet prices for Tide and Ariel. Tide 
chairman and CEO of was now available at Re 1, while the Ariel satchet costs 
Leo Burnett India, the Rs 1.50. Even though HLL managers were aware of 
distance doesn't hin- P&G's aggression in other markets like China, the tim- 


ing clearly caught HLL by surprise. Around that time, 
when the satchet prices were cut, sources say that 
HLL initially interpreted it as a short-term tactic to 
grab share and that, after a while, sanity would prevail. 
But last week, P&G went one step ahead by slashing its 
bag prices for the two detergents. 

But these price cuts are just a start. P&G is already 
working on setting up a factory for its hair care busi- 


der idea sharing and 
responsiveness to local 
needs. Brand man- 
agers travel to India 
often, and the MDO 
keeps them abreast 

of changes. sz 
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ated havoc among the latter's distribu- 

tors. As it is, for the past one year, de- 
mand slowdown had impacted business. A 
soaps and detergents distributor in north In- 
dia says instead of earning the margin of 4.75%, because of 
undercutting, he has lost money for the past eight months. “It 
has become a fool's game. There are question marks on the 
viability of 80% of FMCG distributors,” he says. 

None of this is surprising. The word is out that the price 
cuts will erode profitability even more. “This will not hurt the 
companies. They have enough money. But the impact on our 
topline will be jarring,” says the same distributor. Meanwhile, 
some distributors for HLL and other FMCG majors are search- 
ing for alternative avenues. With cellphone firms poaching on 
distributors to expand their SIM card business in the hinter- 
lands, attrition levels are a 20%, says the head of sales of 
a leading FMCG companyN§IM card distribution is highly lucra- 
tive as the cards don’t need storage space and ROls are a 
whopping 60-70%. “Given the attrition, it’s hard to find non- 
competing FMCG distributors% says the FMCG executive. 

In all this, P&G's 30-odd distributors are standing rock 
solid and furiously scaling up business. That, in some sense, is 


be &G's recent price war with HLL has cre- 


ness in eithef{limachal Pradesh or Ut- Purushottam Das 
taranchal. The excise free concessions s ipl a 
in these states will allow it to reduce its Consumer 


Products Dist Fed: 
“Demand for P&G 
brands has surged 
20-25% in Akola” 


sourcing costs and pass it on to con- 
sumers as lower prices}The assump- 
tion: price cuts will once again generate 
huge volumes that, in turn, will offer 
scale economies in sourcing. P&G will no longer have to im- 
port its shampoo brands from Thailand. Interestingly, HLL 


has used the same tactic of tax exemptions to decide the loca- | 

P&G distributors achieved scale economies, thanks to higher 
| volumes generated through bigger territories, they are now 
| able to deploy the additional free cash flows into better sales- 
Achilles heel could well be its distribution reach. As the vol- | 
umes from the detergents begin to kick in, P&G has to ensure | 


tion ofits factory in the past, but tended to allow the savings to 
add to its bottomline, rather than use it to grow the market. 
In the heat and dust of the Indian marketplace, P&G's 


that its products are available on many more shop shelves 
across the country. Otherwise, HLL could well walk away with 
the gains. But to do that, P&G will now have to quickly scale up 
its distribution cover. 

For the past four years, P&G has debuted a new distribu- 
tion system — codenamed Golden Eye — modelled on its 
Chinese and Filipino experience. Instead of appointing 2,000- 
plus stockists all across the country, P&G decided that it was 
far more prudent, given the size of its existing business, to ex- 
periment with a more refined distributor model. Here, about 
30 distributors take on the task of direct distribution to the A- 
and some B-class outlets, while the wholesale channel takes 
care of both the C-class outlets in these 
towns or pushing stocks into the 
hinterland. “A lot of compa- 

nies don’t understand that it 
isn’t necessary to physically 







BUSINESSWORLD 40 29 MARCH 2004 


Having the 
last laugh 





carry stocks to every retailer, un- | 


PROCTER & GAMBLE 





the beauty of Golden Eye, which P&G began 
piloting way back in 1998. Even HLL has 
recognised its utility. HLL now has two dis- 
tributors in Mumbai who will handle all its 
businesses and service only the modern 
trade (the 300-odd self-service formats). Also, it has kicked off 
a pilot project where it will put one distributor in charge of all 
its four profit centres — foods, soaps and detergents, personal 
care, and beverages. Traditionally, HLL had separate distribu- 
tors for each. The company, says an insider, has a systematic 
plan to have fewer but larger distributors. Meanwhile, Reckitt 
& Coleman plans to implement P&G's model in part in India. 
There’s a good reason why P&G wins kudos in trade cir- 
cles. It follows a simple replenishment system. If a retailer has 
sold two units of stock out of a total of 10 units, P&G will sup- 
ply him with just two units. And there’s no end-of-the month in- 
voicing that other companies force their distributors to do. E 





less there is a clear cost-benefit in doing so,” says a COO of a 
leading Indian FMCG manufacturer. 
So far, it has proved to be a masterstroke. Not only have 


people, IT connectivity, delivery vans. Each P&G distributor 
does about Rs 65 crore-70 crore of business, with returns on 
investment in excess of 25%. So much so that after scoffing at 
the idea initially, HLL too is experimenting with a similar 
model in the key urban markets. But now with the new mass- 
market orientation, P&G is quickly scaling up its distributor 


| model. The same distributors who covered about 800-odd 


towns directly are now rapidly setting up branches (manned 
by a mid-level manager) in almost 2,000 towns in the next 


_ year. Since the salespeople are equipped with palmtops, the 


distributor is easily able to pick up data on how much of what 
is sold and how much money has been banked. “That ensures 
there is full control,” says a P&G distributor. 

Clearly, P&G is back with a vengeance. Its competitors bet- 
ter watch out! 





With reports from M. Rajshekhar. 
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Sometimes you don't see Crompton Greaves you only hear us. 


Every day of the week, every week of the year, for the last 67 years 


Crompton Greaves has touched our lives in more ways than one. 


Somewhere it helps pump water. Somewhere it lights up your home or 
office or your street. Somewhere it regulates trains. Somewhere it fans you 


pleasantly. Somewhere its critical equipments run the core industry. 
Somewhere it helps our economy grow by exporting worldwide. 


Somewhere or the other Crompton Greaves provides a solution. 
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Mahesh Murthy advises, 
guides and occasionally 
invests in businesses. He 
can be reached at 
mahesh@passionfund.com 


In the 
rush to 
score 
marks, 
were 
forgetting 
what we 
really 
need to 
learn 





We don’t 





N all of last week, did you rest your mind 
on the observation that, at a constant 
pressure, increasing the temperature of 
a gas will increase its volume? No? Well, 
have you noticed lately that, at 220 volts, 
the current in a circuit is inversely proportional 
to its resistance? 

No again? What kind of ex-student are you? 
I have been thinking about this as parents 
around me are quivering in violin-crescendo, 
nail-biting tension, as their school-going wards 
go off to write their Boards, and as various col- 
lege students around the country are getting 
into their year-end examinations: all and 
sundry swotting up nearly-useless bits of infor- 
mation like this to get ‘good marks’. 

The point is that there is no point to this en- 
tire rigmarole. You are about as likely to use 
Charles’ Law or Ohm's Law in your daily life as 
an Eskimo wistfully perusing a bikini catalogue. 
We might as well be studying — and be tested 
on — the complete dialogues of Captain James 
T. Kirkin the Klingon translation, for all that this 
learning is actually going to matter in our daily 
lives here on. 

Lets hear it again. We don't have an educa- 
tion system. We have a filtration system We go 
through some 15 years of schooling, learning 
something irrelevant or outdated, or both — 
and how we do at a charade of an examination 
at the end of this determines where some of us 
will be sieved out to spend the next couple of 
years, learning even more irrelevant and out- 
dated stuffin selected institutes, where the sub- 
strate that finally remains is assumed to be bet- 
ter-equipped to get a job and face the realities 
of making a living. 

Yet this is a system that supposedly works, 
producing all these minds we're oh-so-proud 
of. Our Indian education system, we gloat, is 
among theGest in the world! shudder to won- 
der about systems worse than this. 

Unless you are one of those microscopic 
few who actually work with Boyle’s, Maxwell’s 
and Kepler's Laws on daily basi what canone 
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need 


no education 


actually expect out of this process? Well, a lot of 
people have an insane focus on getting a job — 
a high-paying one, right away. 

Should we rather be learning then how to 
find a job without waiting for the poor sods in 
placement to get Lehman to swoop down and 
blindly pay schmucks with engineering de- 
grees and marketing qualifications large 
salaries to be bankers? Should we be told that 
less than a quarter of vacancies are actually ad- 
vertised? Also, how to approach companies 
and create a job for oneself even if there are no 
vacancies? Even more basic, given the tragic 
quality of resumes in my inbox, should we be 
taught how to market ourselves in two pages? 

Even the jobs our government and industry 
are promoting (“needed smart, intelligent 
MBAs to hassle poor Americans over the phone 
into paying their credit card bills, for a dynamic 
all-night call centre, transportation provided”) 
leave much to be desired. Many of the smarter 
ones will eschew employment and— hopefully 
— {fart businesses\of their own. Are we equip- 
ping these brave ones with the rudimentaries 
of entrepreneurship — how to start a company, 
market it, hire people and so on? From what I 
see out there, at best, Ye prepare people to be 
employees — not employe 

But getting a job and starting a business are 
just two of the things we need to be educated 
on. There are other, far more important facets. 

Can men be taught to respect women — 
and not treat them as second-class citizens? 
Can the ladies be taught that men don't really 
care about how they look — only other women 
do — and that 120 is far more compelling if it's 
their IQ than their weight in pounds? 

Can we be taught to work together on a pro- 
ject — irrespective of sex, religion or language 
of team members? Can we learn to speak up for 
what we actually believe in, and not stay in 
dumb obeisance just because the other person 
happens to be older? Can we be told its good to 
have original thoughts? 


We don't need no thought control. a 
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Say goodbye to long queues. e Select your train depending on your journey, and book 
e State Bank of India in association with IRCTC* your tickets online 


announces online reservation system, whereby you can — Ħ Give payment instruction through www.onlinesbi.com 











book your Railway tickets online e The amount will be directly debited to your SBI account 
e Log on to www.irctc.co.in and register yourself. Book  “* You will be charged a nominal transaction fee and you 
\ tickets or make enquiries on PNR, reservation etc. can have the tickets delivered to your home 

Contact our N 
call centre at H a) 
1600-11-2211** (toll free) State Bank of India Co IRCTC 
or 0124 2345141. atom <i... me A@e i... .: Rail Tickets Made Easy 
e-mail at : With you -a ll the w ay Ph.:011-23345500 / 23344787 
ibanking@vsni.net care@irctc.co.in 


* Fully owned by Ministry of Railways, Govt. of India 
** Call Centre at New Delhi, Mumbai, Kolkata, Hyderabad, Bangalore, Chennai, Bhopal, Chandigarh, Lucknow & Bhubaneswar. 





CONCEPT 


NAMAS BHOJANI 


What Rajesh 
Reddy 
learnt from 
Unimobile’s 
failure. And 
how he Is 
applying it 
to his new 


project. 
By Mitu Jayashankar 


HE birth, like that of most 
start-ups, was in a garage. In 


Reddy set up a company 
called Gray Cell along with a 





19-year-old college dropout | 


Vikas Murthy in Bangalore. The idea 
was to build a messaging gateway for 
mobile devices. Like all start-ups, Gray 
Cell too had a difficult beginning. But 


life changed quickly once it found ven- | 


ture capital (vO).Én 1999, Gray Cell 
raised $1.75 million from two VC firms, 
Draper and Waldenit changed its name 


to Unimobile.com and shifted head- | 
quarters to Silicon Valley. Reddy went | 


from complete obscurity to the front- 
page of newspapers. (In February 2000, 
when the dotcom boom was at its peak, 
BWtoo put Mr Mobile, as we called him, 
on the cover.) 

In June 2000, Unimobile raised $15 
million in its second round of funding. 
There was talk of an IPO with expecta- 
tions of raising billions. But soon after 
that the dotcom bubble burst. Like hun- 
dreds of other tech start-ups Unimobile 
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was left staring at an uncertain future. 
The control slowly began shifting to the 
VC’s hands. In March 2001, Reddy 
walked out of Unimobile's office doors 
for the last time. A year later Unimobile 
was acquired by EFI, an imaging solu- 
tions company, for $2.5 million. 
(Recently, Verisign bought Unimobile 
from EFI.) 

The same year that Reddy started 
Gray Cell, Ashok Narasimhan, a veteran 
IT professional (he was the founder 
CEO of Wipros technology business) 
launched a firm called Prio in the Silicon 
Valley. Much like Reddy’s Unimobile, 
Prio was also inspired by the promise of 
the Internet. Prio integrated the Internet 
with a credit card infrastructure. So a 
restaurant could target individual cus- 
tomers (through Internet advertising) 


| with special discounts automatically 


calculated when the customer used his 
credit card. Prio raised $50 million from 
investors like Softbank, Microsoft and 
Intel. In December 1999, Infospace, an 
Internet and wireless service provider, 
acquired Prio for $1billion. 








The july Men: Rajesh Reddy (left) 
and Ashok Narasimhan 





Prio and Unimobile represent two 
faces of the dotcom era in the Silicon 
Valley. Both were shaped by similar 
forces — entrepreneurial drive, venture 
capital and the Internet. But while Prio 
was a commercial success, Unimobile 
failed to deliver on its promise. It's not as 
if Unimobile was a bad idea, but it dif- 
fered from Prio in two ways. Unimobile 
did not have a clear business model and 
its founders had no experience of build- 
ing an organisation. 

Reddy's hunch that data services 
would become a big thing was correct. 
Today every industry in the world, be it 
banking or airline, is using SMS to grow 
its business. And the technology used is 
similar to what Unimobile had built. But 
while Reddy created the technology he 
did not understand how it could be used 
to make money — either for the carriers 
or for the company. Unimobile gave 
away its product free to Internet users 
believing that the company with the 
most consumers would win the game. 

Reddy met Narasimhan through 
common VC friends (Draper Interna- 


tional) in the Bay area in December 
2000. When their paths first crossed, 
Reddy was on his way out of Unimobile 
(“I left when I realised things were not 
going the way I had thought,” he says). 
Narasimhan was leading a retired exis- 
tence, working on improving his golf 
handicap. But even though the Unimo- 
bile story was not quite the fairytale 
Reddy hoped for, he hadn't given up 
dreaming on wireless data services. He 
still believed it was the next big story. He 
first approached Narasimhan for funds 
to start another firm in the space. Soon 
he realised that there was no one better 
than Narasimhan to run it. 

When they started Gray Cell neither 
Reddy nor Murthy had any experience 
of running an organisation — much less 
one of building a product for the global 
market. Now, Reddy didn't want to re- 
peat the mistakes he had made once. So, 
he wanted to hand over the reins to 
Narasimhan, who had three-decades of 
experience of managing successful 
start-ups, first with Wipro, then with 
Verifone, a US company that developed 
systems for credit card verification, and 
then finally with Prio. 

Narasimhan did not need much 
persuasion. He wasn't enjoying his re- 
tirement too much. He was ready to roll 
up his sleeves and start work again. Six 
months later July Systems was incorpo- 
rated. Murthy would join in eventually. 

July Systems, then code-named B- 
Cubed, took over from where Reddy had 
left Unimobile. At Unimobile, Reddy 
had built a messaging platform, which 
allowed Internet users to send text mes- 
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sages through the Net to any mobile de- 
vice in the world. But while Unimobile 
was restricted to SMS, July’s appeal is 
broader. It is geared to enable data ser- 
vices of all kinds, be itSMS, MMS or the 
current rage, Java applications. 

The biggest difference is that unlike 
Unimobile, July's product takes its defi- 
nitions totally from the market. When 
Unimobile started life in 1996, data ser- 
vices were not very hot. Eight years later, 
data services are catching up in a big 
way. That is because in mature markets 
revenues from voice have started stag- 
nating (average revenue per user per 
month has come down from $36 to $26 
in 10 years). Mobile penetration is at an 
all-time high. At the same time, wireless 
carriers have invested huge sums in set- 
ting up the infrastructure and expand- 
ing the network. Data services are seen 
as a good way to monetise that invest- 
ment. SMS is the fastest growing service 
today, while MMS and Java games are 
catching up. A lot of software is being 
written for mobile users. 

July sees the opportunity because 
unlike voice technology, which is now 
into the third generation, data services 
is still in its infancy. Today mobile users 
can download ringtones, wallpapers 
and games from portals. But these ser- 
vices are offered in a very basic way. For 
example, downloading Java games is a 
big business and a lot of gaming soft- 
ware is being written for wireless de- 
vices. Every big company — be it Mi- 
crosoft, Sony or Disney — is betting 
heavily on Java games. But today only 
simple retailing of games is possibie. 





depth 


The user downloads the game and pays 
a fixed amount for every download. 
Reddy and Narasimhan feel that the 
gaming market will explode if more so- 
phisticated ways of selling the games 
are found. For example, what if the user 
was able to rent the game for a day, in- 
stead of buying it? What if he was al- 
lowed to gift it to two of his friends? To- 
days technology does not allow this 
flexibility. 

When setting up their networks, 
mobile carriers did not think of data ser- 
vices. So the software for running and 
managing data services has evolved 
slowly — in a piecemeal way. Every time 
carriers wanted to introduce a new ser- 
vice, say email or text messaging or im- 
age downloading, they had to buy anew 
piece of software. This was time-con- 
suming and slow. Plus integrating all 
these pieces is expensive. July has built 
the fabric that stitches together these di- 
verse pieces. So July has developed a 
software product — a service delivery 
platform — which will enable wireless 
carriers to create, run and manage data 
services — in ways they have not yet 
considered. Called the July Meta Service 
System (JMSS), it allows operators to of- 
fer data services of all kinds, be it SMS, 
MMS or streaming video. It is designed 
in such a way that it offers flexibility in 
pricing and distribution as well as con- 
tent security and partner management. 

That sounds good, but hasn't some- 
thing like this already been tried on the 
Internet? After all, e-commerce was the 


big story of the 1999-2000 boom and we 
have all seen what the results of that 
were. What is the guarantee that mobile 
commerce will be different? It is differ- 
ent, for one big reason, says Reddy. Un- 
like the Internet, where everything 
came free, in the mobile world there ex- 
ists a very efficient system for making 
consumers pay for everything, whether 
itis SMS or ringtones. 


The Company 


The wireless world is different from the 
Internet world in another big way. For 
the Internet, most of the technology and 
new applications came from the US, but 
in wireless, Europe and Asia are leading 
the charge. Although that presented a 
much larger opportunity for July, it also 
posed a big challenge for Reddy and 
Narasimhan. If they were addressing a 
global market, where would they locate 
the company? 

At that time both Reddy and 
Narasimhan were living in the Silicon 
Valley. The easiest thing would have 
been to hire a bunch of engineers and 
build the product from there. But the US 
was not the only market and it would 
not have been cost-effective. Not only 
would it require bigger investments, 
but, after the tech meltdown, raising 
money for a start-up in the Valley wasn't 
easy. The product that July started con- 
ceptualising in 2001 would only have a 
market three years down the line. Often, 
by the time the product hits the market, 
the start-up runs out of cash and no 
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longer has the resources left to make 
changes, if market needs have altered. 
So, to be successful, it is important to be 
flexible. But flexibility costs money. 

One way to save money, as a lot of 
other Silicon Valley start-ups were do- 
ing, was to set up an engineering back- 
end in India. It wasn’t a good idea, felt 
Narasimhan. In a product company, en- 
gineering is only a third of the cost. 
Other costs like sales and marketing 
take away bigger chunks, so saving only 
on engineering wouldn't make much of 
a difference. Second, in the early years of 
a product company, engineering is a 
valuable part of defining the product, so 
the product architects and the engi- 
neering teams had to be in sync. Since 
product definitions aren't very clear at 
this stage, if the teams are sitting thou- 
sands of miles away, then each centre 
blames the other if things don't go well. 

The best option then was to build 
the product from India, which had 
plenty of good engineering talent and 
was also cost-effective. Almost all of 
July's 65 employees are based in Banga- 
lore. That number includes every single 
function head — architecture, design, 
engineering, marketing, HR and fi- 
nance. Narasimhan continues to live in 
the US but travels all the time. For sales, 
July has hired consultants in markets 
like Seoul, Sydney and London, who 
work closely with July’s employees. 

In the last three years July has raised 
$12.5 million in VC funding. “If we were 
based in the Valley, to do the same work, 
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I would have had to raise at least three 
times that money,” says Narasimhan. 
But he knows that many of the Silicon 
Valley firms would not be comfortable 
investing in a firm where so much of the 
work is being done out of India (“The 
Valley VCs invest in firms they can drive 
toin a day,” he says). So he chose smaller 
players like Westbridge and Jumpstart- 
up, who understood India better. 

Building a product from India is a 
bold move. Apart from a handful of 
firms, such as iFlex, there are hardly any 
successful product firms from India. In- 
dia may have a lot of engineering talent, 
but finding people with product experi- 
ence is not easy. Indian engineers lack 
the intimate knowledge of markets so 
critical to a products success. 

But Narasimhan and Reddy feel that 
times have changed. A lot of In- 
dians who have worked abroad 
in product companies are will- 
ing to come back if they get 
good jobs here. It is a trend al- 
ready visible in MNC back-ends 
such as Texas Instruments and 
Intel. July has also been able to 
lure people away from the US. 
One of the earliest people to 
come on board at July was Roy 
Sehgal, head of business devel- 
opment. Sehgal had worked 
with Narasimhan in Prio, and 
before joining July he was the 
vice-president of Mobile Com- 
merce at Infospace. Another early re- 
cruit was Jyotirmoy Chakravorty, now 
vice-president (product architecture). 
Chakravorty worked with companies 
like Trigyn, and eVector, a wireless mid- 
dieware platform. 


The Product 


Let's go back to the example again. What 
if Disney gave you an option for pre- 
viewing the game (one free play) before 
you downloaded it? What if your mobile 
company told you it would give you a 
25% discount if you listened to a Coke 
jingle before downloading the game? 
What if you wanted to gift the game to 
two of your close friends? 

To do these things, the software 
managing the service would have to 
keep track of the following things. Step 
1: It needs to know that for 24 hours you 
will not be billed for downloading the 
game. Step 2: It needs to check your per- 
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mission about playing the sponsor's 
message. Then it needs to keep track of 
your billing depending on what option 
you chose. Step 3: If your friends accept 
your gift, the software must bill you for 
the download and not your friends. 

The simple software that operators 
currently use does not support such 
complex pricing and distribution 
mechanisms, In the voice world, these 
functions are carried out by the soft 
switch, which can, for instance, allow 
users to place collect calls (the software 
knows the calling party is not to be 
billed). July’s product is similar to the 
switch in functionality. Except that 
where the voice switch connects two 
networks, in data services a lot of other 
players need to be aggregated as well. 

July has created a layer of software, 


ASHOK NARASIMHAN, 
Co-founder, July Systems 


which sits above the network infrastruc- 
ture (billing software, SMS centre, MMS 
centre and so on). The software inte- 
grates diverse parties such as content 
creators (Disney), aggregators (Yahoo), 
advertisers (Coke and Pepsi), mobile 
phone companies (Hutch and Sprint) 
and mobile phone users. 

Take the example of the Java game 
download. A mobile user goes to Yahoo 
and downloads a game. If Yahoo or 
Hutch has installed JMSS, then the soft- 
ware retrieves the game from Yahoo, 
protects the licence (to make sure the 
game is not copied by the user), down- 
loads the game to the user device, sends 
report usage to Yahoo (how many times 
the game was played) and submits the 
billing report to the service provider (the 
user needs to be charged $2 for the 
games). But mobile technology is 
changing all the time and new kinds of 
phones are introduced every few 
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months. How does JMSS keep pace? 
“This is where we have spent a lot of 
time,” says Reddy. Every real element of 
that service chain, be it the phone or the 
billing software, is represented in its ab- 
stract form — in bits and bytes — in 
JMSS. So even though the models of 
phones might change each month, its 
abstract form remains the same. 

July does not stop at being a techni- 
cal solution. And this is where it differs 
so much from Unimobile. JMSS has cre- 
ated service templates that wrap these 
diverse applications in a way that it pro- 
vides a business model for the service 
provider. Disney can thus launch a new 
gaming service tomorrow without go- 
ing back to the drawing board to change 
the billing software or any other vari- 
able. The fundamentals are already in 
place in JMSS. So all a Disney 
manager needs to do is to fill in 
how many cents each down- 
load is going to cost the user. 
Simply put, it is like the formats 
in a Power Point presentation. 
The format of a pie chart is al- 
ready there — all you have to do 
is change the value and get the 
chart that suits you. 

July's product is currently 
undergoing trials with some 
operators in Asia and Europe, 
and is ready for commercial 
shipment. Pricing varies be- 
tween $0.5 million and $1 mil- 
lion depending on whether the operator 
wishes to buy only a point solution (say 
only Java games) or the entire platform. 
July is targeting the top 20 mobile ser- 
vice operators like AT&T and Vodafone. 
According to one estimate, the market 
size for companies providing enabling 
infrastructure for data services could be 
$18 billion by 2008. 

But competition will also be intense. 
Companies like DoCoMo have also built 
their service delivery platforms like 
iMode. There are other start-ups like a 
Canadian firm called Contec with a sim- 
ilar product called Hornet. Then large 
systems integrators such as HP and IBM 
can also provide this service, and large 
phone companies such as Nokia will 
also build their own platforms. Time is 
critical in a start-up’s life. Unimobile was 
ahead of its time. In 1996, data services 
were still very small. Is July on time? We 
will know the answer this year. gu 
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blue gyms? Or that seam- 
stresses are wary of using 
green thread before a fashion show as 
they believe it will bring bad luck? 
Surely, the colour of your car, too, has a 
story to tell? But this story is not only 
about the bloke in the driving seat, but 





also about the carmaker and the tribe | 


called colour forecasters. Why did you 
pick the silver Octavia over the red? Why 
does Fiat offer the colours that it does? 
What makes forecasters read the crystal 
ball differently from you and I? You'll 
find these answers here. 
When you look at cars, it is mostly 
the prosperous 50-somethings who buy 
ack cars because the colour symbol- 
ises authority and powep Red, on the 
other hand, is an emotionally intense 
colour and, not surprisingly, you will 
find many ambitious young entrepre- 
neurs and fast-moving corporate types 
behind such wheels. However, these 
same red wheels are banned in Brazil for 
being the most accident-prone. But dif- 
ferent countries have different tales of 
woe. Following a jaundice epidemic, 
residents of an African country refused 
to buy yellow cars. In Sweden, a study of 


OLOUR probably has more | 
interpretations than even the | 
Holy Bible. Did you know that | 
weightlifters perform best in | 
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31,000 crashes found that black cars | 


were involved in 22.5% of them even 
though these cars made up only 4.4% of 
the vehicle population. This is possibly 
because of its dark colour and the con- 


sequent poor visibility. In fact, Porsche — 
made blue cars because they stood out | 


in the European winters! Incidentally, 


silver cars are believed to be the safest | 
worldover thanks to a combination of | 
tops followed by neutrals. According to 


light colour and high reflectivity. 
This miscellaneous ragbag of trivia, 


along with some other factors you'll find — 


later in the story, determines the shades 
and colours that you finally see on cars. 


Globally, there are colour watchdogs | 
like the UK-based International Colour | 


Authority and Global Color Research, 


and the US-based Color Marketing | 
Group (CMG) that do a lot of work on | 
this front. Everything, from economy, | 


environment, politics and sports to de- 
mography, technology and current 
events, is factored in. So, Ouija it isn't! 
CMG, in fact, meets twice a year to de- 
termine the directions colour trends will 
take two years down the line. When 
these trend gurus meet, they combine 





their storyboards to make broad colour | 


predictions: will the reds get dustier or 
brighter, has 11 September made som- 
bre neutrals more popular and so on. 
Car manufacturers, among others, then 
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subscribe to this report to guide deci- 
sions on their own products. Some 
companies, normally paint producers 
as opposed to carmakers, have their 
own colour development cells that take 
on this job. DuPont, the world’s largest 
automotive paint supplier, brings out 
an annual automotive colour survey in 
the US, Europe and the Asia-Pacific. 
This year, like the last three, silver comes 


the survey: “Auto designers find that sil- 
ver accentuates the edgier, sculpted 
look of new model designs. Consumers 
see the colour as an honest reflection of 
the technology around them.” 

End of story, n'est pas? Well, did the 
Bard ever write a one-act play? So once 
the basic palette is prophesied, paint 
suppliers and carmakers join forces to 
zero in on the exact shades of those 
broad directions. Murali Sundaram, 
vice-president (industrial marketing), 
Goodlass Nerolac Paints, says: “The 
process has become more scientific. 
Earlier, the carmaker would point out a 
colour shade that he'd seen in some part 
of the world and ask us to develop that. 
But three years back, we began offering 
an indigenously developed palette to 
the carmaker to choose from.” So can he 
put up his feet and relax? Not really. Only 
one out of hundred shades developed 
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actually enters commercial pro- 
duction. And even for this single 
shade, Sundaram has to keep 
his radar tuned in to various fac- 
tors. For example, wouldn't 
Mr Rich be upset if he sees 
Mr Economy driving around a Maruti 
800 in the exact shade as his glossy Mer- 
cedes? Furious? He will be when he 
finds his favourite luxury sedan is avail- 


able in red instead of silver or gold. After ` 


all, while a coupe may look good in red, 
a Honda Accord most likely wouldn't. 
Moreover, the paint maker will have dif- 
ferent ideas for the sunshine Santro 
from those for the zingy Opel Sail, both 
of which will differ from his palette for 
the luxurious Mercedes. 

But the radar’s job is only half-done 
yet. It needs to be tuned in to the latest in 
paint technology in order to make sense 
of the signals received so far. Technology 
is dynamic. Why was it that in the Mid- 
dle Ages, only important people in Eu- 
rope like popes and cardinals wore rich 


colours like red? It was because, till the | 


16th century,the average European did- 


were made from crushed insects that 
lived on cactii thousands of miles away 
in South America. Today, the accent is 
on the overall appearance, not colour 





| 


are 


colours like white, red, blue and green 
for a basic car like the Maruti 800, for 
others, the paint technology advances 
in proportion to your car-purchase 
budget. Says Sundaram: “On an Ikon- 
size car, solid paint would cost about 
Rs 2,800, metallic/mica Rs 3,500 and 
pearl finish Rs 4,200-4,500.” Here’s the 
recipe. Add a dash of aluminium flakes 
to the regular paint, top this basic coat 
with a clear coat, and you have yourself 
a metallic-coloured car. This is true for 
mid-segment hatchbacks and sedans. 
For those not aluminium-ly inclined, 
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There is a 
whole industry ` | 
figuring out 1 
what colour of | 
car a customer 1 
really wants. | 
And giving him | 
precisely that. | 
By Aarti Kothari 
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pany Akzo Nobel offered India’s only 
electric car Reva 2,000 different shades 
of colours because it had an ABS 
(acrylo-butadiene-styrene) body. This 


_ allows car panels to come pre-painted 


mica will give the same results. But if | 
you want to stand out in the crowd, try | 


_ the pearl colours. We've all heard about 


the King’s Cadillacs with real pearls 


crushed into the paint. The wayit’s done | 


now is more pocket-friendly — apply a 


| three-coat finish of the basic colour 
nt have access to good red dyes that | 





alone. So, while companies offer solid | 


topped by a mica clear coat and a final, 


regular clear coat and bingo, your car | 
has a perfect pearly finish. A look at the | 


Toyota Corolla will confirm this. 





Then there are the fun colours. The | 
Netherlands-based chemicals com- | 
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on the assembly line as per a customers 
requirement. So the sight of a bi- 
coloured purple and yellow, or red and 
blue Reva is not exactly jaw-dropping 
stuff for a Bangalorean. 

And now that you are more colour- 
fully inclined, let's meet the actors, for 
you can't make a show come alive with- 
out them. The actors are the carmakers. 
And they take this colour selection for- 
ward in different ways. At General Mo- 
tors India, based on the segmentation, 
purpose and image of a car, the product 
planning department shortlists some 13 
colour shades from a shade card of 50- 
60 given to it by the paint company, 
Asian PPG in this case. Following this, 
the paint company paints panels in 
those colours and parades them before 
100-150 random customers who are 
brought to the car factory. This colour 
introduction period results in still fewer 


imaging: ANTHONY LAWRENCE 
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shades, which the employees then take 
a final decision over. Many companies 
like Maruti Udyog, Tata Motors, and 
Mahindra and Mahindra follow a simi- 
lar process, though not all invite cus- 
tomers. At Tata Motors, in the final 
round of elimination, even key dealers 
are invited to vote. Talk about democra- 
tisation of colour selection! 

In other places, global trends are 
forecast either by the Big Brother (viz. 
the parent company), or on the basis of 
the DuPont and other surveys, The 
product-planning department uses this 
to establish the initial palette. There- 
after, these 50-60 colour shades are 
passed on to the sales team to get their 
inputs. Next comes the product man- 
agement team at the factory that takes 
care of actual production. Most carmak- 
ers follow the 3/6 system for meeting 
targets. Here, production targets are set 
for a six-month period within which the 
schedule for the first three months is 
fixed. The initial months are used to 
gauge the customers response to the 
product and the next three to make the 
required changes. For example, in India, 
Fiat had to replace the twilight blue 
colour offering on the Palio with ` 
hazel grey because of the luke- 
warm customer response. Just 
imagine a situation where a car is 
altogether rejected by the cus- 
tomer, or a particular shade of a 
colour, say, orange is not liked. The car- 
maker can do little till the existing paint 
in the tanks is used up. However, most 
companies have more than one prod- 
uct on the production line at any time 
and, therefore, use the orange shade for 
another model. 

Colour can also be used to convey — 
what you see aint what you get. Why 
else would you see the Santro Xing ad- 
vertised in a ‘fairy leaf’ electric green, 
when hardly anyone buys that colour? 
Maruti has its yellow Alto, a car rarely 
seen on the road. When Fiat launched 
the Palio, two shades were seen in the 
advertisements: tangerine mist and fern 
green. Both were unusual, yellowish 
shades of green and orange that havent 
done too well. Reason? Well, the compa- 
nies know that these are not their bread 
and butter colours, but look good in me- 
dia — print, brochures and television. 
These eye-catching colours are called 
launch colours. Carmakers can't possi- 

r menani 


bly launch new vehicles every quarter. 
What they do is bring out new colours 
every 4-6 months. Colour has an aes- 
thetic appeal over any other aspect of a 
car. New colours are important to sus- 
tain the buyer's excitement and to ascer- 
tain which colours are doing well and 
which aren't. A company like Hyundai 
that has a car in almost every segment is 
careful not to launch two vehicles in the 
identical shade. Though both its Accent 
and Santro were launched in the same 
six broad colours — white, red, blue, 
green, silver and beige — the shades 
were significantly distinct. 

By now you ve probably figured out 
that like death and taxes, there is no es- 
caping colour. If you were a Chinese in 
the 19th century, death and a particular 
colour were even complementary. Till 
the beginning of the 20th century, any- 
one wearing yellow would have risked a 
death sentence. That’s because the word 
for yellow and emperor was the 
same — Huang! So, while 
colour sells, the right . 4, 
colour sells bet- aes 


ter (CMG definitely believes this to be 
true)! The iMac not only gave a new life 
to Apple as a company, it also spawned a 
whole new market for iMac peripherals 
in translucent blueberry, grape, lime, 
strawberry and tangerine colours. 

But even now colour is not given the 
importance it deserves, laments Banga- 
lore-based colour consultant, Latika 
Khosla. Her company, Freedom Tree 
Design, does colour-based design work 
for sectors like interiors, ceramics, sani- 
tary ware and office systems. She is also 
the co-chair for the Asia-Pacific rim at 
CMG, US. Khosla says: “I havent seen 
any companies take a meaningful risk. 
And there is no conviction that this is me 
and this is my car.” According to her, not 
enough thought is given to the right 
colour/shade for the right purpose. For 
example, ifthe USP ofa car is its fuel effi- 


ciency, its interiors and exteriors should | far away! 
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CARS 


reflect this. The colour should be light 
and speedy with maybe some parts 
metallic and some even transparent. 
The consumer, too, does not want to 
experiment. “There is a need to blend in. 
The Indian car buyers psyche has not 
accepted dramatic colours too will- 
ingly,” says Vijay Chandorikar, former 
commercial director at Fiat. Even 
though the Sachin Tendulkar Canary 
Yellow series of Palio did well, in the long 
run, it contributed less than 10% to 
Palio’s total sales. This also explains to 
some extent why in a single year's time 
(See ‘United Colours Of Demand’), reds 
have fallen as a percentage of total cars 
sold and silver, beige and white have 
risen. The other reason is of course the 
variety of shades available in the other 
colours. The paint makers are also mak- 
ing noises about the lack of respect for 
intellectual property in the car industry. 
Often carmakers pick shade XYZ devel- 
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oped by paint maker ABC and auction it 
to the whole paint-making clan to invite 
the lowest possible bid. And this is not 
their only grouse. If demand fora partic- 
ular shade doesn't pick up, they are 
stuck with unused stocks. It isn't easy di- 
verting pigments imported for a partic- 
ular shade of, say, red to the production 
of some other colour. 

But we needn't despair. Imagine a 
bunch of smashed peanut poppers un- 
able to identify their phones from a 
horde of big, black identical phones 
piled up on the bar top. Utterly con- 
fused, they decided to paint their 
phones in different colours. These 
were Nokia engineers and they were 
setting a new fashion trend. Today, 
Nokia is the world’s largest cellphone 
producer. So, in a country where colour 
is celebrated, such a muse cant be too 
E 





After a six-year break, 
Kamakshi is finding her feet in 
a new career. She discovers 
success depends on deve- 
loping a sense of purpose 


MEERA SETH 
Dear Dad, 


HERE is so much I have been wanting to say 
to you, but have withheld everything for this 
big day. This letter is about my evolution in 
the last six years. The last time I wrote such a 
long letter was in 1998 (See ‘A Manager And 
A Mother’, BW, 22 April), when I had decided 
to reject my promotion from marketing 
controller to CEO of Resderr. I had decided to stay on as mar- 
keting controller, but then Subbi got transferred to Delhi. It 
seemed to me then that life was pointing towards new 
directions, so I quit Resderr. 

I can easily come to the point, but I want to share the inter- 
vening period with you. I know you were a wee bit disap- 
pointed with all these events in my life. But I had been positive 
about what the outcome of my decision would be and said to 
myself that I would use the time to learn. The first few months 
were spent enjoying lazy mornings, at the gym and more in- 
volved meetings with Kabir and Radha’s teachers. But with 
this relocation, I also found myself caught up with more do- 
mestic chores. Earlier, there was a balanced sharing of work: 
Subbi did some things, I did the others. But within a month of 
being in Delhi, I was doing everything. And Subbi spent the 
saved time on more work. “Everybody at my level is putting in 
that kind of time,” he said about his 18-hour days. So I was the 
man and the woman in my life. I became both father and 
mother to my kids. Soon there was no scope for leisure or plea- 
sure with Subbi travelling non-stop. 

Life became a clutter: I was managing the finances; the 
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household; the kids’ education, emotions, growth pangs and 
medical issues; and, worse, equipment breakdowns. | began 
getting into areas I was clueless about earlier. (Today you 
should watch me change plugs that don't work.) 

So what did I have? A cluttered wall planner with colour 
coding for car service, booster shots, AC maintenance, chang- 
ing the Aqua Guard filter, software upgrading, trading shares 
and what not. 

The nightmare those days (albeit it proved to be a critical 
learning point) was the computer and Internet. I had always 
been tech-shy: I cringed if I had to handle anything that either 
started or ended in wires. And now I had to deal with com- 
puter engineers and software geeks who did not speak Eng- 
lish. But Subbi had insanely expected that I would manage the 
two computers and their perennial problems. I recall how 
every other day something would conk out, and I would have 
these nerve-wracking dialogues with service chaps who spoke 
of motherboards and memory chips. 

I was supposed to be a woman of this world. I talked about 
management issues, was a great strategist, but an absolute 
failure when it came to tech. I didn't need serious technology 
at work, only Net, email, PowerPoint, et al. But it was the com- 
puter that made my life miserable — every 10 days, a new 
technician came home, spoke ‘French’ and finally said: ‘Saab 
should have been here’. But tech mistakes are not gender bi- 
ased. Like the other day Subbi bought some fancy music sys- 
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tem, and spent six hours programming it. At 3:00 in the morn- 
ing, without warning, Adnan Sami broke out at volume 21! 
It was not just about being tech-shy; those days, at any 
Q point in time, there were so many ‘folders’ open in my head: 
school, doctor, someone coming home for dinner, a leakage in 
the roof, some package to be handed over to someone, signa- 
tures to be taken on 12 different things. In the midst of all this, 
the computer technician would arrive and fire technology at 
me. He stood for all those things that I could not cope with. 
Three years ago, I decided if I also had to be a man, then I 
would learn to be one. So I got the ‘French-speaking’ wonder 
to come daily for six weeks and teach me the technology. I un- 
derstood the innards of the machine, touched every wire and 
chip — with a vengeance. I guess loneliness of that kind has its 
merits; today, the gang calls me ‘Kool Kam. For sometime, 





there was a sense of fulfilment, excitement, purpose and | 


achievement. But I guess I was nursing an unspeakable vac- 
uum. I began to sense that somewhere, my evolution was 
grounded. I was occupied in the ordinary sense: | was 
managing almost 40 pockets like I had at Resderr, but there 
was a difference. 

I wrote to Louise about this (she is a jet-setting lawyer with 
Microsoft, has three kids and a writer husband who changed 
nappies as easily as he did fonts). She replied that in an organ- 
isation everyone puts aside time to discuss issues and then 
they are resolved. In my case, there is no time set aside to dis- 
cuss issues. Issues drift, glide, coast and somehow find their 
way to a bearable solution. As ‘executive assistant’ to Subbi, 
there was no sharing of issues; Subbi, a victim of modern day 
jargon, says: “It’s a bandwidth issue; where's the time?” 


OMETIMES lack of bandwidth leads to top-of-the- 

head decisions. Like when my microwave blew, Subbi 

declared: “It’s 10 years old, and if you depreciate it at 

10% per annum, itis worth almost nothing.” But when 
I told him a new one costs Rs 18,000, he winced. That’s the dif- 
ference, as they say in Hindi, aate daal ka bhaav. Organisation 
management is about cost benefit; home management on a 
single income is about replacement cost. 

I recall writing to you to justify why I was going to give up 
that promotion at Resderr. Then I had said: ‘If this is the kind of 
stress I face as marketing controller, imagine what it would be 
like when I become a CEO. My time will be even more 
stretched. I will be travelling more and for longer spells. I will 
not only be worrying about marketing, but also about HR, fi- 
nance, recruitment... I don't think I can do justice.’ Now when 
I think about that letter, I wonder, my time as ‘only mom’ was 
more stretched than it ever was. And that was worsened by 
one truth: there were simply no people in my life. Yes, there 
was the driver, software guys, maintenance chaps, doctors, 
the tennis coach, the gardener and an assortment of mothers 
in ahurry.I worried about the finances, hiring and sacking and 
keeping the home in order. But at the end of it all, I didn't see 
my kids with the peace that I had hoped to. 

Ironically, when I was working I saw Subbi every night. We 
would talk as I creamed my face or clipped my nails, while he 
surfed channels. Ironically, those days he talked about having 
aTV in the bedroom too, but today this house has three televi- 
sions and Subbi has no time to watch. 











By 2001, both Kabir and Radha were in high school, more 
involved with friends, sports and reading. To be fair, we did a 
lot together, but it lacked that punch. I realised time hung 
heavy. Gradually my heart started chanting, ‘I have to work. 

‘I have to work’ was a phrase we women coined many 
years ago. That phrase came back to haunt me, although my 
decision to quit work in 1998 was a well-thought out one. Carl 
tells me that my decision created a week-long debate in our 
head office in the US. The whole office was divided into two 
factions. Each faction was trying to align itself either with ‘the 
working moms’ or with ‘the moms-not-working-anymore’ I 
have a whole pile of emails from the teams in Houston who al- 
ternately egged me on or called foul. 

All that made me more restless, but knowing it was my de- 
cision, I put up a brave front. But I missed being with profes- 
sionals, missed the energy and the bonhomie. Simply, I was 
missing out on adult conversation. In short, I needed that old 
feeling of being consumed. Yes, I was enjoying growing up 
with Kabir and Radha, but they grew up faster than I 
had expected. Today Kabir is 16, almost out of 
school, Radha is an energetic 18 studying at 
St Stephens. Both have lives quite indepen- 
dent of me. Yes, I do chip in with my wis- 
dom periodically, but they have their 
own which is very dependable. Subbi 
has moved up even faster — he is now 
CEO, which means as Radha puts it, 
‘Certainly Engaged to the Office’. 

I guess you feel the vacuum only if 
you have experienced a full life be- 
fore: silences become louder, empty 
spaces bigger. Every now and then, I 
thought about my aborted career and 
rued having missed the chance ofa life- 
time to really learn finance, technology, 
HR and the numerous other general man- 
agement areas. Had I been at Resderr, I 
would have opened every book and learnt my 
business; but now with all the time in the world, I 
found management books frustrating and pointless. I 
felt so aimless. 

Then another aspect of mine surfaced. I found myself en- 
thusiastically participating in ‘world improvement’ (allow me 
that exaggeration). I began to get into long chats with store 
managers and sales people, giving them free advice on im- 
proving management. I found myselfletting slip out that I had 
been marketing head at Resderr. Dad, you have no idea how 
much I missed that world. The store manager at a local sports 
store was very enthused and he began discussing store dis- 
play, ways to target audience and window display with me. 
The manager loved it and I ended up buying six pairs of Adidas 
shorts which Kabir didn't even need. 

[could write a book on my coping strategies. Had I told you 
even half of them, you would have thought I was coming 
apart. But today this is all a thing of the past and I can be ob- 
jective about them. But I often wondered, what it would feel 
like to have my job back. And then Subbi brought that Fortune 
magazine home, the one which had Carly Fiorina, Hewlett 














| Packard chairman, on the cover. She looked all cool and ‘there’. 
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Sheepishly, I examined every photograph closely to find tell- 
tale signs of children, husband, dog and family vacations in 
her life. I mean, women do put up family pictures in their of- 


fices. But no, Fiorina’s pictures did not reveal any of those | 
signs. Fiorina stared back at me, almost daring me. I imagined | 


Fiorina five years hence, and she appeared to be as cool, as 
‘there’. And I imagined myself five years hence: I was in track 
pants and T-shirt, standing over Kabirs shoulder serving him 
binomial theorems like pasta. I winced. More than that, I 
found Carly Fiorina unbearable: she stood for all that I had 
given up. 

One morning I met Deepak Chinoy. He was supervising 
the workat the garden outside the school to create a more effi- 
cient parking lot. I almost fell off my bike when he said he was 
a stay-at-home dad. A software engineer by training, he had 
chosen to give up his full-time job with Daffodil to look after 

his kids. He tied up with a few education-based websites 
whom he provided with software skills sitting in his 
apartment. Deepak was nonchalant: “My wife De- 
vika makes more money than I do, hates 
bathing the dogs, is a disaster with house- 
keeping and loves travelling. My pref- 
erences are diagonally opposite, so 
we have happily traded places.” 
Devika is a focussed sales direc- 
tor with one of the best milkfoods 
company in the country. I thought 
maybe she was into photography 
or art, because it explains the ease 
of role reversals. Devika is grateful 
for this arrangement, although she 
says Deepak pays a price socially. 
He has few male friends, most giving 










discuss cooking and laundry. 


ing. Somewhere between his wife’s career 
needs and his kids’ parenting needs, he found 
balance. I would like to think he did not find it by 
chance, he iterated till the point of optimality. If you ig- 
nore the gender, our situations were identical. But in Deepak’s 
easy tightrope walk, I see a greater sensibility and resilience. I 


knew instantly that somewhere in his acceptance of his life, I _ 


would find my solutions. 

Now I think that when we stop fighting and grieving, op- 
portunity’s knock seems more audible. Deepak called me one 
day and asked: “Do you miss being at work, Kamakshi?” And I 
had said an honest yes. “What did you learn working?” I said: 
“Marketing, consumer relations, positioning, retailing, strat- 
egy.” It was a spontaneous answer. To that he said: “If that’s all 
you learnt, then will you meet Vishesh?” One of the websites 
that Deepak worked with wanted to start a Web retail store, 
and needed someone with strong marketing skills. Deepak 

‘and I chatted online with Vishesh who told me: “Set it up and 
run it. I will only provide you with support.” That was how my 
newest baby Daily Bazaar was born. 

Dad, perhaps I will be more honest if I say I started Daily 
Bazaar because I needed a straw to clutch on to. I needed 


him the miss, alarmed by his choice | 
of lifestyle, assuming he can at best | 


Meeting Deepak was like an awaken- | 





CASE STUDY 


something that would take away the feeling of finality that had 
begun to take over my life. At this point, I want to clarify—and 
I am not talking from the position of comfort I have today — 
that I was not regretting my earlier decision to quit working, 
nor were Subbi and the children treating me like a doormat. 
But what I was unable to resolve was the quiet and dull mo- 
ments in my life. 

Running Daily Bazaar (it is just nine months old) has been 
an enriching experience for me. Everyday, I chat with a crazy 
lot of people: I recruit online, interview online. There is no 
glass ceiling, no old boys’ network, no gender identification ei- 
ther. The best part is I don't have to be apologetic about being 





| a woman. The executives are ‘cool’— I guess they have grown 


up in an era where it is commonplace to have women man- 
agers. And I am so glad that I have overcome my tech-shyness. 
Iam nowcrafting a product-mix strategy, keeping in mind (ac- 
cording to Vishesh’s plan) women consumers. 

I am discovering a new world: a world where people are 
not pushing, grabbing, attacking and plundering. I guess this 
also has to do with the fact that you are not face-to-face with 
most people, but are interacting with names without face and 
body. You don't fall into the psychological trap of judging peo- 
ple by reading their body language and mannerisms. Plus you 
are brief in your chat, there are no invading personal zones. 
Once Vishesh hired me (he paid me a basic salary — rewards 
depend on how] develop the store), he let me be on my own. 


LEARNT a few lessons from Deepak: failure is not per- 

manent, mistakes are reversible, life is a series of coinci- 

dences called opportunities, and it is a good idea to look 

at even down trends as opportunities. The best part is 
once Deepak handed me over to Vishesh, he didn't remind me 
even once how he helped me get me this opportunity. He qui- 
etly went back to making chilli chicken. 

One day he called to borrow my wok. I found myself dis- 
cussing with him the advantages of making Chinese cuisine in 
a wok. Deepak said: “So every cuisine has its specific tools, 
right?” I agreed. Then he said: “So Daily Bazaar should also get 
new marketing tools.” At first I thought I knew what he meant 
when he brought this amazing book on Net brands. Immedi- 
ately, I began making frenzied notes on e-branding. (I realised 
the world of the Net is different — I am unlearning all that I 
learnt about marketing at Resderr.) Then I noticed a post-it 
where Deepak had written, “Time to start raising real capital 
for Daily Bazaar, it needs professional money.’ 

For all my understanding of marketing and the apprecia- 
tion I got as a professional at Resderr, the financial market 
came to me as a shock. I had thought that I am more computer 
savvy now, I can take on the world. But not until I met venture 
capitalists (VCs). What a breed! Behind those ‘Dalal Street’ 
spectacles and Raymond suits lay minds which viewed 
women entrepreneurs with suspicion. I was becoming more 
aware of the world outside Resderr. 

My first few meetings with the VC firm were very discour- 
aging. I was seeing it all as a gender issue, probably because 
they were hammering home points like consistency, depend- 
ability and so on. In my fifth meeting, which started off on a 
bad note, the director asked me to meet one Alisha Sayeed. At 
first glance, I thought she was his secretary; but when she 
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spoke, I realised she was his boss. She said to me: “VC funding 
is arisky area for us. So we look for winning propositions and 
high returns. Understand the fact that we dont want to be with 
you for ever: we have a fixed duration in mind, during which 
period we want a say on the board. And one good day, we will 
want our money back, multiplied by a factor. It’s a tough call 
for you to take. No doubt you have most of the skills, but our 
wisdom adds value.” 


Then almost suddenly Sayeed asked: “Have you done a | 
| and say, ‘go back lady, work harder this time’. I feel happy about 


due diligence?” Now that sounded like the ‘French’ my com- 


puter engineer used to speak. Her verdict in our ninth meeting | 


was: my business plan was not appealing, lacked compelling 
economics, had paltry margins, was high on costs. 

I recall going home and crying. I wept not because I 
thought I had failed, but because it all seemed so difficult. I felt 
that in the intervening years much had happened in the world 
of business, and I had lost touch. I talked to almost 
12VC firms and by the end ofit, I was so exhausted that I began 
to wonder what I was doing. It was at this stage that I spoke 


with Subbi. I had kept him out of the picture for almost seven | 


months. He was stunned in the beginning — first computer 
technology, then finance; it was too much for him to digest. 


During these last three months, all I have been doing is ` 


meeting people in banks and VC firms, and redoing my 
business plan. In these months, my respect for our Resderr 
CEO Tapas Sarkar has rocketed sky high. If this is the kind of 
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work he does day in and day out, and yet manages to show 
profit on the balance-sheet, he is worth his weight in gold. I 
did take some amount help from Tapas and a lot from Subbi. I 
learnt finance almost like a professional, but the whole experi- 
ence was a nightmare. 

Subbi’s delight at my working again did help a bit, butit did 
not take away the fact that Sayeed had rejected my business 
plan. And chances were high that others too had for the same 
reason. But unlike Sayeed, they did not throw it on my face 


the fact that women are able to call a spade a spade — and that 
too loudly. It certainly made me introspect: one morning at 
3.00, I sat down to think what I should do to overcome the feel- 
ing of helplessness. If I have a dream, what have I done to 
achieve it? I began to realise a horrifying truth: from the word 


| go, [had believed I did not have the right to pursue this dream, 


maybe because I had believed that it will come in the way of 
my family’s dreams. Heck dad, it was a nasty realisation. Unin- 
tentionally, I had come to equate ‘no career’ with ‘happy fam- 
ily’. What else would explain my inability to put in my all into 
my business plan? Maybe I was secretly hoping I would fail 


| andall would come back to normal. I could even justify to my- 


self that I had tried. 


HEN I got a rap on my knuckles. Sayeed sent me an 
email saying: “I thought you would present your re- 
vised business plan. Whatever happened to your 
dream? Woman to woman, let me say this, ‘by now if 


| you have succumbed to the feeling that you are not entitled to 


dream, then you have chosen your destiny, chosen to live the 
way you are living.” That was my wake-up call. In essence, she 


_ was telling me, ‘where is your sense of purpose? Just dreaming 


is not enough, you have to nurture your dreams to turn them 
into a reality’ 

Dad, all this may sound somewhat melodramatic. ‘Where 
is your sense of purpose?’ may seem like a brief question, but 


| for me it has profound implications. I realised that as long as I 


was working at Resderr, I had a sense of purpose. The moment 


| Ileft Resderr, my sense of purpose left for school at 8:00 in the 
_ morning, came back at 4:00 in the evening, and was easily sat- 





isfied making a couple of dosas. 

Daily Bazaar has not become a mission for me, it is the 
whole point. Until five months ago, it was something to feel 
busy with — if it works, very good; if it does not, not too bad. I 
think this is a pitfall that many women fall into when they try 


| to revive their careers. Getting back on the rails is not ‘10 easy 
| steps’. Itis a process, as I have discovered. Getting back to a job, 


| along way. Have to go, it’s time to watch Astitva. 


a career, is very easy; what is difficult is getting back that same 
old sense of purpose. That wake-up call was harsh. I realised 
Sayeed is a toughie. Her email literally whacked me and made 
me see the point I had missed all along: the sense of purpose. 
What was critical for me was to define new priorities and 
come to grips with its demands. 

Daily Bazaar is not a success story yet. Tomorrow, I am pre- 
senting my improved business plan to Sayeed. I need your 
blessings. Now I have a sense of purpose and it should take me 
E 
Love you, 

Kamakshi 
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just getting back to work — is the key to | conventional manner. 
the actualisation of the goals she has set Today there are many opportunities. 
for herself. She did have a dream that | All you have to do is dare to dream and 
she could not acknowledge even to | take the risk of failure. Kamakshi also 
herself in the process of the various | learnt that dreams are not realised with- 
trade-offs in her life. I think it is impor- | out nurturing them with hard work. 
tant to come to terms with what really is Kamakshi had the courage to start at 
your dream and the fact thatitis specific | alevel lower than where she was when 
to individual. Sadly, most Indian | she left Resderr. She had the guts to ex- 
women do not dare to dream for them- | periment with a new industry and a dif- 
selves. This is because they are condi- | ferent peer group. She did not worry 
tioned to thinkin a certain mannerand about hierarchies and immersed herself 
that must change. completely in the task at hand. She 
But I also think it is important tobe | learntimmensely in the process and en- 
realistic about the dreams and goals joyed her work and the stimulation it 
that we set for ourselves. Big dreams | provided. Kamakshi is now back at 
need thorough preparation and persua- | heading an organisation, though this 
sion to make them happen. time through an unconventional route. 
Problems arise when women make | Finally, it is not important when she 
a choice and then they feel frustrated | reached this stage but the fact that she 
when their career aspirations are not | managed tobe ‘there’. Your ability, deter- 
met because of the choice they made. | mination and passion will get you to 


Make it 
i i Often, they cannot come to terms with | your goal. 
the fact that you have to pay a price fora Also, sometimes a helping hand (like 


ANITA Ramachandran is CEO, Cerebrus | trade-off. The anguish of regretting | Deepak’s) and a tough but well-mean- 
Consultants, a well-known HR consult- | about a lost opportunity makes the | ing coach (like Sayeed) go a long way in 
ing firm. This consulting firm has the | comeback even tougher. This is because helping you achieve your dreams. But 
distinction of being a virtually all- | the focus is not on trying to learn and | you have to go and look for that helping 















women organisation. develop the skills required, butmoreon | hand and coach. 
what ‘could have been’: money-wise | Kamakshi’s efforts at developing com- 
T was wonderful to know that | and professional position-wise. | puter skills during her sabbatical helped 


Kamakshi finally realised both her The lessons that Kamakshi learnt— | her adapt more quickly. Motherhood 
dreams — enjoying motherhood | first from Deepak and then from Sayeed | makes us focus on a different set of 


and realising her career potential. | — were important: failure is not perma- | skills. In the process, we often lose track 
Probably these are the dreams most | nent and you can shape your destiny. of some of the basics that are needed to 
women cherish. Most women give up far too easily | survive in a competitive workplace. For 


But could the process of achieving a | on their attempt to ‘come back’ because | example, it could be keeping up with 
balance between personal and profes- | they try to walk the conventional route. | changing technology and developing 
sional lives have been easier than itwas | Perhaps this is the reason why organisa- | the ability to cope with work-related 
in Kamakshi's case? I would say it is | tions respond in an equally | pressures. Coming back to work after a 
rarely easy, for there are no easy answers break is like going back to studying or 
to the dilemmas we women face. going back to playing a game after along 

Life for women is full of trade-offs, break — one has to work hard at getting 
often between fulfilment at work and back in shape. 
not carrying the guilt of missed ‘mo- It is important to realise that there 
ments’ at home. In hindsight, often is a lifetime to achieve one’s dreams. 
the trade-offs may not turn out to The sequence is different for each 
be what women expect. For in- one of us: for some, it could be 
stance, this could happen as chil- personal achievements first and 
dren grow up or the woman's ca- then the professional ones, while 
reer gets derailed for reasons for others it is the other way. 
unrelated to family compulsions. And sometimes the definition 
Perhaps Kamakshi’s feeling of of work itself needs to be changed. 
emptiness and frustration with the Time is not necessarily running out 
way she ended up spending her time the way we imagine: each one of us 
at home is a reflection of this. is running a different race on a 

What of course is critical is that Ka- different track. Making the most of all 
makshi realised that getting back ‘the experiences in life is what makes it 
same sense of purpose’ — more than worth living. + 











BUSINESSWORLD 59 29 MARCH 2004 


eo: een 








A 360° 





ARCHANA Bhaskar worked with 
Hindustan Lever for 10 years in various 
HR roles. Last year she moved to the 
Netherlands to join the global HR team 
of one of the Unilever businesses. 


T was easy to empathise with 

Kamakshi when she went through 

the dilemma (‘A Manager And A 

Mother, BW 22 April 1998). 
Women’ situations can be easily stereo- 
typed: they face the same situations, 
pulls and pushes, and difficult choices. 
But solutions have to be uniquely 
crafted based on the many variables. 
Kamakshi talks about two of them — 
cultural differences and gender biases. 
There could be several others — 
partners disposition, children's age, so- 
cial support and the woman's own need 
for nurturance. 

In a world where the attrition 
rate of women in the corporate 
world is so high, it takes a lot of grit 
and character to reach where Ka- 
makshi did at Resderr, and a lot 
more to say no to the CEO's job. So 
it was a disappointment when Ka- 
makshi simply gave it all up after 
her husband was transferred. 

Kamakshi, the person, is made 
up of various parts: a professional, a 
wife, a mother and a daughter. The 
whole will not be in a good shape if even 
one of these parts is not in a happy state. 








Thus, for example, when Kamakshi 


chose to give up one part of herself — | 
fulfilment. It is about living ‘in the mo- 


her professional aspect — I am sure it 
would have affected everything about 
her as a person. At one point, Kamakshi 


| talks about her ‘coping strategies’ — it | 


reflects that all was not well with her. Life 
cannot have just one dimension, and 
the sense of self worth cannot be satis- 
fied through achievements of family 
members. In taking care of just the fam- 
ily and the household, she has under- 
valued her own need for nurturance. 


Sure, you can find various ways of | 
| coping, but that is not the point. The 


question is, ‘can you thrive?’ It is about 
living a complete life; it is not just about 
surviving. And that is what Kamakshi 
seems to have found with Daily Bazaar, 
which she labelled as ‘sense of purpose’. 


| Ifyou are not happy, can you bring hap- 


piness to the lives of those very people 


for whom you gave it all up in the first | 
place? If your children do not feel that | 
you have a sense of purpose, can they | 
_ mates. Itis inevitable that ifyou drop out 


ever learn it from you? 
Working mothers will tell you they 


are better mothers this way than they | 


will ever be if they were to give up their 
profession. In today’s context, a 
mother’s job has assumed newer pro- 


portions: it goes beyond schooling kids | 


to building leaders for the future. The 
earlier generation of mothers found 
their sense of purpose in tending to the 
family, but today’s women have grown 
up needing much more than that. 

The tightrope walk demands bal- 
ancing your time, and mental and emo- 





and those of your family. A woman must 
accept that if she works, it is for her own 


ment’ and about making the most of 
what she is doing — without guilt and 
full of enthusiasm. 

We are fortunate to be in a world 


| where there are so many opportunities. 
| Most organisations are more than will- 








tional space between your own needs | 
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ing to retain a resource in whom they 
have invested so much over a period of 


| time. Most employers see flexi-options 
| as a win-win situation both for them- 


selves and for their women employees. 
So it is up to the woman employee to 
find an arrangement that will be the 
most appropriate given her situation. 
We must understand that a career 


| break is a change of track, and not a 


complete derailment. Women who 


| make a comeback should change their 


mindsets and expectations — making a 
re-entry into the corporate world has to 
be for learning and making contribu- 
tions, not for ‘catching up’ with batch- 


for a while, others who had started with 
you would have moved ahead. How we 
define ‘moving ahead’ is entirely up to 


| us. Is it the professional position and 


power that we want in the organisation, 
or is it our own yardstick for professional 
fulfilment and achievement? 

During the break you should not for- 
get to nurture your professional aspect. 
While you are in that period, you should 
consciously make an effort to add value 
to what you already know and learn 
something completely new. Kamakshi 
did that somewhat unknowingly when 
she took on the challenge to understand 
the computer technology. In the process 
she overcame her inhibitions and ac- 

quired skills that will now help her 
make a success of her venture Daily 
Bazaar. Kamakshi opened new 
horizons for herself that are 
beyond the corporate ‘rat race’. As 
she herself says, “a world where 
people are not pushing, 
grabbing...”. Here, she sets her 
own benchmarks. All of us can do 
it in our own capacities and within 
our spheres. 

Kamakshi has crafted her own 

solution, one that nurtures her and 
makes her feel complete again. And 
now there is absolutely no doubt that 
she will succeed. k 
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Perfect leaves. Perfect taste. 
Perfect cup of tea. 
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In a category characterized by heritage brands, the market leader 
- Tata Tea — is surprisingly enough, still a teenager.... Tata Tea, 
in the 1980s was seen as the new kid off the block. But that was 
also its strength. The brand presented itself as young, modern 
and vivacious and in just a few years, grabbed a big slice of the 
market . “Tata Tea has played an important role in Wee z 
the market from a commodity to a brand-led category." § | so a 
Vivek Mathur VP’ Marketing. As a result, LN Tee has °merg ec a 
e g ae “aga. st ith a value siqa taa 
During the shooting of Matrix Reloaded in Australia, actor - 
Lawrence Fishburne wanted tea. T Salon , atearoom Manhatten: 
flew down some cartons to the sets. In Z pril las A year Pre i i ai 
»._ Kalidas and Raza Jaffrey , star of West Enc 5 Bombay Dr ams, é 
~~ walked in with their grunge , distressed desig net Jem ; te 
~ launch of Chai Bazar , touted as London's firstitea bar, 
in Indian kulhars or the humble clay cups. Pe Ta S 
with the benefits that more people are drinking tea, 
[ Heart Association study showed that people ahos 
cups of tea a week were less likely to die of a't t 
n rooms have sprung up all over the US and iow nur ‘ak 
1,200. Moving away as a drink for elderly chai ar 
J ¿< a New age beverage for the health popscious: anl 
a adventurous. Just as yoga has s eó, ped in ove 
-Tea is opening a new chapter in healthy living. ` 
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works with Hindustan Lever. The last po- 
sition she held was general manager 
(marketing), Lakme Lever. 


CAREER break is something 

that alot ofwomen go through. 

Either it gets thrust on them be 

ause of their husbands’ trans- 

fers, or because they want to spend 
more time with their kids. The whole ex- 
ercise of trying to balance home and 
work gets debated and written about of- 
ten. It’s a universal phenomenon — the 
question dangles in front of every 


woman at some stage of her life. Itisa | 


bigger dilemma if she lives in a nuclear 
family. All women have to go through 
this phase and find their own answers. 
Some may decide to give bulk of their 
time to their jobs, cutting down time 
they spend with kids. While others 
may decide to give up their careers 
— temporarily or permanently. 
The easiest solution for a woman 
employee is to calls it quits be- 
cause it is rare to find employers 
who are sensitive to her needs. 

In cases like Kamakshi's, the 
decision to quit working has an- 
other dimension because in such 
cases women are doing well profes- 
sionally. They have reached a stage 
where they feel they have ‘been there, 
done that and achieved it’, when they 





don't have too many things to prove in 
the professional arena. They want to 


| move on to a task which they feel has 


been left incomplete. So their focus now 


_ shifts to their families, especially their 
| children. They want to give up their ca- 
| reers (at least temporarily), and concen- 


trate on the home front, so that they do 
not have to carry the guilt of ‘not being 
there’ while their children were growing 


if it helps them achieve a ‘fulfilling’ life. 


This is the difference between men and 


women: their perception of success. 
Kamakshi had reached that ‘been 
there, done that, now what’ phase. She 


in the letter about why she left Resderr 


w... Sonia Singh — 





have chosen to achieve them. 

(c) Do not take too long a break like 
Kamakshi did. If the break becomes too 
long, then the “quiet and dull moments” 
creep in, and self-doubt starts surfacing. 
The moment you feel that you do not 


| need to be around for kids all the time, 
_ begin making efforts towards entering 


_ up. It is important to understand that | 
power has significance for women only 





‘Phase II’ of your career. Be proactive 
and plan well in advance. 

What is needed at this stage is new 
optimality. Life should not be accepted 
as a simplistic ‘0-1 scenario’. We should 
not passively accept one of the two ex- 
treme alternatives — ‘working moms’ 


_ and ‘not-working-anymore moms’. We 


_ should look for a composite solution — 


| found a solution to the conflict by | 
_ chance with her husband's transfer. All 
_ the arguments that she gave her father 


were as if she was making a case forwhy | 


_ she should be at home with the kids, 
| and not continue with her position. 
SONIA Singh, currently on a sabbatical, | 


If a woman has decided to take a 


temporary career break, there are a few | 


things she should keep in mind: 
(a) Do not do all the domestic chores 


| yourself. Have a domestic help at hand. 


It will save you a lot of time which you 


can utilise for self-development and | 
_ cause they force the same rules, struc- 


spend time with kids — the very reason 
you took the break. 


(b) The break is not a negative phase ` 


career-wise. Instead, itis an opportunity 
for self-development, provided it is 
properly utilised, like Kamakshi did to 
overcome her tech phobia and become 
tech savvy. The break will also help you 





re-evaluate your goals and the path you | 
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a solution that meets your overall ‘sense 
of purpose’ as an individual, not in sub- 
sets. It has to be kept in mind that ‘sense 
of purpose’ doesn't come parked in lots: 
first for career, then for looking after kids 
and again for career since you are trying 


to make a comeback. 
The corporate world should have 
‘in-between’ options — they give 


women employees the flexibility to 
achieve a balance between personal 
and professional lives. Employers must 
realise that different employees have 
different needs. Problems begin be- 


ture and evaluation parameters on all 
employees. Perhaps this is what makes 
employees feel they are being treated 
unfairly. Organisations should have a 


_ parallel structure, which takes care of 


these issues without compromising on 
their competitiveness and profitability. 

I feel the next generation will not 
want to devote their lives to their jobs. 
They will seek newer dimensions to 
their lives — pursue other interests and 

ambitions apart from their careers. 
They have seen their parents give 
their entire lives just to their jobs. So 
they will try to find a balance in 
their lives. I am reminded of what 
Hillary Clinton says: “The econ- 
omy is not an end in itself. It's a 
means to an end, so that people 
can have better lives.” 
So will Gen X take the initiative 
to change the face of the society 
and create a level playing field for us? 
It also depends on what we do today 
to create a platform for them to carry the 
task forward. It's our todays that shape 
our tomorrows. K 
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Set up in a sprawling 360.50 pare Oo 
acres of land on the out- 
skirts of rapidly growing 
Visakhapatnam city is the 
youngest among the Spe- 
cial Economic Zones in the 
country, VSEZ. The feel 
good factor for the inves- 
tor to come forward is 
proper infrastructure. This 
has prompted the zone to 
provide well planned and 
executed infrastructure fa- 
cilities that are comparable 
to the best available in India. But it is not enough if the 
facilities created in the zone are not supported by equally 
good quality infrastructure outside. Realizing this, the zone 
administration took up with concerned authorities to up- 
grade the external infrastructure like expansion of Airport 
with night landing facilities, construction of Road Over Bridge, 
improving frequency of container traffic at the Port, widen- 
ing the existing approach road to the zone and providing 
alternate approach road etc. An exclusive Container Ter- 
minal under private participation has also started opera- 
tions and the Container Corporation of India also had 
started its operation from Vizag. The zone also offers well 
developed infrastructure facilities such as ready-built 
space in Standard Design Factory (SDF) building, 





















We Make Things 
much 

simpler than 
Your 


imagination !!! 



















Visakhapatnam Special Economic Zone- 
An Investor’s Gateway to Success 








developed plots for construction of self-built factories, 
power, water, internal roads, drainages etc. 

The added point to the high quality infrastructure facilities is 
the pro active administrative set up. VSEZ Policy is to look 
after all the clearances/permissions whatever it may be 
and they mean only Business. “ We follow strict Single win- 
dow clearance mechanism and the entrepreneurs need not 
run from pillar to post for clearances/permissions. Similarly, 
for the convenience of post operational matters, the zone is 
connected online with all operational units and the VSEZ 
provides web enabled/online services. Customs is at your 
doors steps and all the goods both in bound and outbound is 
cleared in the zone itself.” Says P. Ramesh Kumar Development 
Commissioner, VSEZ under whose strict vigilance all the above 
points are rigorously implemented. 

Combining these two factors , the Zone could able to estab- 
lish its own identity in the filed of export promotion on the 
world map as well. “We are expecting a sizeable investment in 
the coming six months with top notch companies eying at us. 
From a mere 5.45 lakhs exports with 2 functional units in 
1996-97, today VSEZ has embarked to Rs.500 crores mark 
with 20 units in operation.” Says P Ramesh Kumar. VSEZ’s 
vision target for 2004-05 is Rs.1000 crores and with the ex- 
pansion plans of existing units, they are confident of achiev- 
ing this figur. 


Inviting entrepreneurs to tap the readymade globally competitive 
infrastructure, modern support services backed by industry 
friendly administrative set up with Development Commissioner as a 
single point Nodal Agency for all approvals / clearances of both 
Central and State Government departments. 


All in all VSEZ provides a hassle free environment with 


x High quality infrastructure at affordable rentals and kick start concessions. 
Š Clearances / Permissions online at the press of a key 

Easy Accessibility to South and South East Asian Markets 

Strong Industrial base with productive workforce. 

v7 Readily available skilled manpower at effective costs 

Single Window clearance mechanism 

<% Fiscal Incentives from State and Central Government. 


Development Commissioner 


- Visakhapatnam Special Economic Zone 


Duvvada, Visakhapatnam - 530 046 


Phone : 91-891-2754577, 2587555, 2753029, 2753030. 


Fax : 91-891-2587352 
E-mail : dc@vsez.com, jdc@vsez.com 
Sub Office : 5th Floor, Parishram Bhavan, 
Basheerbagh, Hyderabad - 500 046 


Phone 040-23296231, E-mail : vepzhyd@rediffmail.com 
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GROWTH WITH A HUMAN FACE 


NTPC’s people-centric datas initiatives show that it is a socially responsible corporate citizen 
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Thermal Power Corporation (NTPC). Those three words 

also carry the soul of NTPC’s commitment to India’s de- 
velopment. And it’s not just about generating 21,000 mega watts 
of power. Rather, it’s the thousands of caring little ways in which 
NTPC speeds India along on the path to progress. 
Be it the whopping Rs 28 crore it raised for Kargil, the rehabilita- 
tion work its team of employees did in earthquake-hit Gujarat, 
the hundreds of physically challenged people it gives employ- 
ment to or the pains it takes over the resettlement and rehabilita- 
tion of those affected by its new plants, NTPC has always shown 
it’s a caring corporation. 
It’s also one of the rare Indian organizations to have a clearly 
articulated corporate social responsibility (CSR) policy. In the 
West, increasingly companies are recognizing the importance of 
CSR. Studies show that a 


PRS India’s Growth. That’s the motto of the National 


Not only does NTPC have policy clarity on the issue -but on the 
implementation front too it has unfailingly kept its promise, of- 
ten even exceeding its brief. Not surprisingly, it walked away 
with the CoRE-BCSD CSR award in 2001. The chairman’s office 
is in fact lined with a slew of awards including the Hellen Keller 
award and the President's National Award for Welfare of Persons 
with Disabilities. 

As K.K. Sinha, Director (HR), NTPC points out, social concerns 
are woven into the very fabric of NTPC and the whole process of 
CSR is transparent, organized and institutionalized. According to 


him, there are more than 300 people in the organization who are 
looking after various activities like Community Development, 
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À. Afforestation, Environment Management, etc. un- 
der CSR. A measure of NTPC's commitment to 
CSR is that 0.5% of its profits are set aside for 
Community Development measures under the um- 
brella of CSR. Last year this amounted to Rs 17 
Crore. 

Attrition rates at NTPC are quite low (0.24% in 
2002-03). Perhaps this has to do with the personal 
interest it takes in each of its employees. To give an 
example, the cost to company of even a ‘Mazdoor’ 
in NTPC is easily Rs 30,000 per month as the com- 
pany meets every need of his. From insurance to 
the schooling of children of its employees, to 
healthcare, NTPC strives to keep its employees 
happy. It has also recently employed about 170 
physically challenged people in a special recruit- 
ment drive, and is going to take around 125 more. 
But the biggest area where its human face is visible 
is in resettlement and rehabilitation (R&R). Read 
on how NTPC has tackled this potential minefield with sensitiv- 
ity and tact. 


The R&R Challenge 

NTPC is the first PSU in the country to have developed a com- 
prehensive R&R policy while even the Government of India had 
been still working on a national policy. As Sinha, explains: “We 
learned how to do effective R&R the hard way, preserving the 
interest of the company while at the same time trying to give a fair 
deal ta the project affected persons (PAPs).” 

In the 60s and 70s, the accent at NTPC was on industrialization. 
The concept of environmental impact assessment, socio-economic 
survey and awareness about social issues evolved in the “80s 
while NTPC was setting up large thermal power stations in re- 
mote underdeveloped areas. Recognizing the need for R&R, NTPC 
framed guidelines for facilities to be given to land oustees in 1980. 
























Institutionalising CSR 
NTPC’s vision stagtement says: *'... powering India’s 
growth”. From this vision emanates its mission and strategy 
for CSR which states that it would strive: 

© To contribute to sustainable power development by 
discharging corporate social responsibilities 

Q To lead the sector in the areas of resettlement and 
rehabilitation and environment protection including 
effective ash-utilisation, peripheral development and 
energy conservation practices. 

Q Tolead development efforts in the Indian power sec- 
tor through efforts at policy advocacy, assisting cus- 
tomers in reform, disseminating best practices in the 
operations and management of power plants, etc. 

Q To continuously attract and develop competent and 

committed human resources to match world stan- 
dards. 
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However, after a period of churn which saw NGOs first crossing 
swords and subsequently working with NTPC, a comprehensive 
R&R policy was drafted. This further went through a period of 
evolution and is being put to implementation at the existing and 
upcoming projects. 

Before NTPC goes to a project area, it commissions a compre- 
hensive socio-economic survey by an independent reputed agency 
such as XISS or TISS, which provide inputs for drawing up a 
detailed Rehabilitation Action Plan (RAP). The villagers are also 
involved through setting up Public Information Centers (PICs) 
to bring transparency and Village Development Advisory Com- 
mittees (VDACs) so that all records are at the disposal of the 
affected people, and to give them an effective say in framing the 
R&R benefits package. Professional consultants and NGOs are 
deployed for providing technical and administrative support and 
training for various income generating schemes. Says Sinha: “These 
initiatives have made a positive impact, improved the environ- 
ment and affected people of new (Greenfield) power projects 
have always willingly availed of NTPC’s R&R benefits.” At times 
NTPC has even commissioned Social Impact Assessment stud- 
ies to see the impact of its R&R initiatives, working of RAP, and 
develop a roadmap beyond. 


NTPC in the Global Compact 


In order to promote Corporate Social Responsibility and citi- 
zenship in the new global marketplace, UN Secretary Gen- 
eral Kofi Annan first proposed the Global Compact at Davos 
in Jan’99. It was thus created to help organizations redefine 
their strategies and course of actions so that all people can 
share the benefits of globalization, not just a fortunate few. 


The compact calls on companies to embrace the nine univer- 
sal principles in the key areas of human Tights, labour stan- 
dards and the environment. 

NTPC is a member of this Global Compact. And since it was 
already following the nine principles of Global Compact in 
their true spirit, NTPC was invited to share with other mem- 
bers the Corporate Social Responsibility-Practices within the 
organization. The write up has been well appreciated and 
posted on Global Compact’s Learning Forum. 


After its extensive experience in this area, NTPC has come up 
with six key learnings on R&R: 

l. Build adequate data base: A comprehensive list of affected 
persons, including a family tree helps. 

2. Minimize land requirement: Earlier, the land for setting up the 
projects was acquired liberally keeping in view its easy availabil- 
ity. Now, land is acquired carefully not only to minimize the 
problems of land acquisition but more so for minimizing the envi- 
ronmental and social impact. 

3. Avoid acquisition of homesteads: Respecting the fact that a 
house has sentimental value for most people, NTPC has been 
generally trying to avoid acquisition of homesteads. In situa- 
tions where acquiring a house is unavoidable, cash in lieu of plot 
in resettlement colony along with free transportation facility is a 


far more prudent and acceptable option, as it enables affected 
as best award for us is the smiles we bring to the faces of the neigh- 
ed 1 by the Company w with h complete : 3 


people to settle at the place of their own choice. The Res 
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provision of infrastructural support like roads, public buildings 
and electricity, etc. so as to make them self-sufficient. 

4. Safeguard the acquired land : Taking the actual physical pos- 
session of land immediately after land acquisition and safeguard- 
ing it from encroachment is of paramount importance. 

5. Do regular consultation and maintain transparency: NTPC has 
realized that winning the trust and confidence of affected people 


is of utmost importance. To do so, a process of transparency is 
a must. Thus Public Information Centres (PIC) are established in 
the area. All relevant data, land records, socio-economic survey 
reports and rehabilitation action plan are available for the infor- 
mation of public. For consultation and participation, a Village 
Development Advisory Committee (VDAC) which is made up 
of representatives from the state government and local bodies. 
head of village Panchayat, representative of the PAPs and the 
company, is constituted. 

6. Rehabilitation Alternative: While rehabilitation options pro- 
vided to eligible PAPs are generally based on the understanding 
and policy of the State Govt. in order to maintain uniformity in 
the projects within the State, whenever option is left to the Com- 
pany, it prefers the option of Land For Land on willing seller- 
willing buyer basis. This enables the PAPs to use the compensa- 
tion amount for purchase of land, which is incentivised by the 
Company by providing additional financial support for stamp 
duties and land development charges. 

7. Involve professionals: Since R&R issues need an understand- 
ing of socio-cultural aspects and the individual and group dynam- 
ics of affected people including the psychological and behavioral 
aspects, NTPC decided to go in for professionally qualified soci- 
ologists. The professional organizations/ NGOs were also de- 
ployed for providing technical and administrative support to the 
affected population in their endeavor to establish self-employ- 
ment schemes. 

Taking the benefit of the above experience in working out RAP 
for recent Greenfield projects, the Company has been a gainer not 
only in ensuring timely availability of work fronts (which is so 
critical to its tight schedules) but also in building relations with 
the neighbouring population. Responding to a question about 
various awards won by the Company for CSR, Sinha says: “The 





ing community, and their wholehearted support”. 


Chetan Parikh is director, 
Jeetay Investments, an 
investment advisory firm. 
He can be contacted at 
chetan@ 
capitalideasonline.com. 


The global 
economy 
is on the 
cusp of an 
earth- 
shaking 
transition. 
And it’s 
politics 
and 
psycho- 
logy that 
will tell 
you why 











TOLEMY attempted to predict the 
movement of planets, while retain- 
ing the view of earth-centred uni- 
verse. Most attempts to predict 
global economic cycles work much 
the same way. Nevertheless here is an attempt. 

In the 19th century, Rudolf Clausius and 
Lord Kelvin formulated the second law of ther- 
modynamics — entropy. Very crudely, entropy 
is a measure of the amount of disorder in a sys- 
tem. This law states that in all processes of 
spontaneous change, entropy increases. The 
changes in the global economy could live up to 
the second law of thermodynamics where en- 
tropy or disorder would be maximised. 

Thermodynamics links the jumps between 
equilibrium states, but in the real world what is 
observed are non-equilibrium steady state 
conditions. One of the properties of non-equi- 
librium steady states is criticality, where phase 
changes take place at the slightest disturbance 
much like volcanic activity. Joseph Schumpeter 
wrote about economies being in a state of ‘dy- 
namic disequilibrium’. Catastrophic events oc- 
cur with periodic regularity, leading Karl Marx 
to write: “What the bourgeoisie then produces, 
above all, are its own gravediggers.” 

Per Bak of the Santa Fe Institute wrote: “Our 
conclusion is that fluctuations observed in eco- 
nomics indicate an economy operating at the 
self-organised critical state in which minor 
shocks can lead to crashes of all sizes, just like 
earthquakes. The fluctuations are unavoidable. 
There is no way one can stabilise the economy 
and get rid of the fluctuations through regula- 
tion of interest rates or other measures.” 

Phase transitions are common in physics. 
For example, to comprehend the internal 
structure of subatomic particles such as pro- 
tons and neutrons; the Quantum Theory of the 
1920s is not sufficient. Physicists developed a 
new theory called Quantum Chromodynamics 
in the 1970s where they found abrupt phase 
transitions taking place among the subatomic 
constituents — these were jumps between dif- 
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Entropy in the 
global economy 











ferent stable arrangements of the particles. 
Cosmology shows similar evidence of a phase 
transition reshaping the entire universe after 
the Big Bang. The global economy could be on 
the cusp of such a phase transition. 

AUS economy drunk on credit and feasting 
on low interest rates has developed an appetite 
of which its budget and current account 
deficits are a burpy symptom. An Asia which 
believes that the emperor can't be without 
clothes is experiencing an artificial stimulus, 
and financing the profligate behaviour of its ir- 
responsible benefactor by accepting worthless 
[OUs. A confused Europe — shackled by his- 
tory and legacy with institutions committed to 
preserving the status quo — could find its 
economies frozen should the US sneeze. Bub- 
bles in financial and housing markets guaran- 
tee that wealth destruction would be ofa scale 
and magnitude unprecedented in economic 
history. The demographic profile of an ageing 
population in the developed world would en- 
sure that the pain inflicted could be mortal, and 
sap the confidence and trust that make mar- 
kets work. The magnetic forces of attraction 
with which trade binds nations together could 
turn into repulsion as adversity increases. 

Game theory suggests that in a world of di- 
minished growth rates, the dominant short- 
term strategy of nations is protectionism. The 
fight for survival would be the natural reflection 
of a Darwinian world. The nastiness that ac- 
companies it would be reminiscent of a Hobbe- 
sian world. The ghosts of the 1930s could spook 
the global economy again, bringing with them 
images of gloom and doom, and of ghoulish 
banks and shrunken corporations. 

Politics and psychology rather than eco- 
nomics and physics may explain much of what 
will happen next in the global economy. For as 
an Indian economist attempted to justify to his 
students the theory of reincarnation: “Ifyou are 
a good economist, a virtuous economist, you 
are reborn as a physicist. But if you are an evil 
economist, you are reborn asa politician.” W 
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| S four years too long or 
too short a period on the 
stockmarket? For a 
Warren Buffet it would be a flicker. 
But for an equity fund investor — 
especially in India, currently — it 
goud be an aeon. In the four years just 
past, every time the markets have mar- 
ched on a rally, investors have signed 
up, albeit a tad late. Equity funds raked 
in an enormous Rs 2,595 crore in March 
2000, around the peak of the tech rally. 
But their notional gains plunged when 
the bottom fell out soon after. The 
disgruntled investors 
stayed away till just 
before the Sensex tou- 
ched its all-time high. For the 
second time in four years, equity 
fund investors put in over Rs 2,000 crore 
in 30 days — Rs 2,165 crore to be exact. 

Did you find yourself in the middle 
of these upheavals? Or are you among 
those who are going to take the plunge 
only now? Well, before you take out your 
chequebook, know about the five mis- 
takes made while investing in mutual 
funds (MEFs). 









| N the dizzy year that 
sjust went by, more 
than three-fourths of 
the 75 equity funds 
| that are over a year old 
f yielded returns of 
F 100% and above. Some 
advertisements play up 
these performance num- 
bers in a way that makes you 






hope that if you buy now, you would 
also reap a similar return. In the excite- 


ment, you may ignore the mandatory | 
“past performance doesnt | 
guarantee future performance’. Thats | 


fine print: 


the peril. 

Buying into a fund solely on the ba- 
sis of past performance would be a seri- 
ous error. It would be ail the more falla- 
cious if one looks at only the short-term 


performance — over six months to a | 
year. Though an important indicator, a ` 
fund's past returns are by themselves no | 


guarantee for an encore. External fac- 
tors, beyond fund managers’ control, 
may have a bearing on a fund's returns. 


Investors who bought income funds | 
in 2003 with the hope of seeing a repeat ` 
of 2001 and 2002, when they clocked | 
double-digit returns, have woken up. In | 
2003, these funds delivered an average _ 
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8% on top of a higher volatility. And in 
the first two months of 2004 they posted 
negative returns, implying that your in- 
vestment wouldn't have earned any- 
thing in the period. 

Monthly income plans (MIPs) are 
the flavour of the season. “Most in- 
vestors do not seem to understand that 
equities do not offer a similar potential 
to generate returns as they did last year, 
and that MIPs are mostly debt oriented. 
Some bit of the portfolio may suffer in 
the short run the same way as income 
funds,” says Sandip Raichura, manager 
(research and business development) at 
Cholamandalam Distribution Services. 

To avoid this, rather than one-time 
performance, examine the consistency 
of returns over 3-5 years against a 
benchmark index and other funds in the 
category. Track how it performed during 


Personal finance 


the good and bad phases of the stock 
and bond markets (See ‘Riding The 
Roller-coaster’). 

Between October 1998 and Febru- 
ary 2000, when the Sensex gained 114%, 
SBI Mutual Fund’s Magnum Equity was 
the third best performer, with a 205% re- 
turn. It featured in the top league of 1999 
too. But in every successive run, it fig- 
ured at the bottom of the heap or 
nearby. So the idea is not to land up with 
a one-season wonder. 

_ After returns, look at a fund's invest- 
ment style, its loyalty towards the same, 
and how it fits your risk-return profile. A 
fund prospectus shows its investment 
objective, how it would be achieved, 
and the risk-return positioning. The ob- 
jective runs on predictable language 
(“long-term growth of capital” or “to 
generate regular income’) and that 
hardly brings to light the investment 
style. Defining it slackly leaves room for 
the fund to move about when needed. 
For example, the Tata Select Equity 
Fund has changed its investment man- 
date thrice in four years. From being a 
diversified fund, it became the Tata IT 
fund to ride the tech-led boom and then 
revisited ‘diversification’ in April 2001, 
this time focussing on a limited number 
of sectors. In 2002, it again went for a 
makeover. More recently, three other 
technology funds shed their tech theme 
and signed up for diversification. Given 
that you choose on the basis of invest- 
ment theme, too much tinkering may 
defeat the purpose of your investment. 

The investment style helps you 
identify whether a fund's risk-return 
profile matches yours. A risk-taker — 















who wouldn't have goose bumps if the 
net asset value (NAV) fluctuates a lot — 
can consider a mid-cap equity fund like 
Franklin India Prima or Birla Midcap 
Fund. They may deliver higher returns 
but are likely to be more volatile than 
large-cap funds. Among income funds, 
you have a UTI Bond fund, which is 
among the least volatile income funds, 
or a Templeton India Income Builder 


2003, the asset management company 
(AMC) converted it into a medium-ma- 
turity debt fund. In December 2003, the 
AMC launched a new MIP and collected 
Rs 700 crore. That's the IPO fever. 

A fund IPO isn't like a stock IPO. In 
the latter, a limited number of shares are 


| issued and you have to be lucky to get al- 
lotment. An MF can issue an unlimited 


Account, which falls on the other end of | 


the risk-return spectrum. The former 
may not yield high returns like the latter, 
butit’s likely to be less risky too. 


since 1994-95 we 
_ are seeing so many 
companies raising 
capital through ini- 
tial public offerings 
(IPOs). Even MF com- 
panies have been on a 
fund-launching spree. 
With optimism in the air, it's 
easier to raise money through 
IPOs. Traditionally, stocks IPOs have 
been a lucrative way of making a quick 
buck on listing. Investors have a similar 
perception about MF IPOs. In a value- 
conscious market, the tagline of “avail- 
able at Rs 10” makes it seem cheap. 

In 2001 and 2002, just three MIPs 
were launched; 2003 had 11 of them. 
With returns on fixed income fund 
down, an MIP is appealing. For some, it's 
time to re-discover the usefulness of this 
product. Reliance Capital Mutual Fund 
had launched an MIP in September 
2000 that behaved more like a pure in- 
come fund most of the time. In early 


VF IPOs 


come 
cheap 


OR the first time | 


number of units. Moreover, the price of 
a stock on listing depends on the de- 
mand and supply; the value of a fund af- 
ter the IPO would depend on the market 
value of its holdings on that date. If you 
buy a Rs 10 equity fund and then the 
markets fall, the opening NAV could be 
less than Rs 10. 

In an IPO, you put money in a fund 
without history. So examine the AMC's 
record in managing its existing funds. 







IGH-decibel adver- 
. Ef tising of dividends, 
l. bonuses and ratings 
can clog an 
investors mind. JM 
f Mutuals MIP was 
launched in Sept- 
ember 2003 with an ad 
showing a cheerful post- 
man holding cheques. 
Though the ad came with a disclaimer 
of non-assurance of regular returns, to 
some, the image meant something that 
arrives regularly. Though no MIP 
assures monthly dividends, the 
nomenclature may lead to such expec- 
tations. In 2000, some MIPs faced disil- 
lusioned investors when they skipped 


| monthly dividends. 


As equity funds are exempt from div- 
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idend distribution tax till 31 March 2004, 
the tax-free status has been used as a 
marketing tool. Itis felt that investing ina 
fund that is about to declare a dividend 
or bonus would mean earning some- 
thing extra in a short while. Also, there is 
a large set of investors who use this as a 
tax tool. Advance announcement of the 
‘record date’ for dividend declaration is 
like inviting short-term investors. 
Dividend in equity funds is your 


share in the profits earned by the fund | 


on your investment. But remember that 
the NAV falls by the extent of the divi- 
dend payout. After all, the NAV is the to- 
tal value of a fund’s portfolio, accrued 
income and other assets (less ex- 
penses), divided by the number of units. 
So when the fund sells holdings and dis- 
tributes the gains, the numerator di- 
minishes. Even if the fund hadn't de- 
clared a dividend you wouldn't have 
lost, as it would have led to a higher NAV. 
Similarly, in a bonus issue you get extra 
units without paying for them. But even 
after getting these, the total value of your 
holding remains unchanged. 








The appeal of dividends or bonuses | 
lies in their tax efficiency. As the NAV | 
falls after a dividend or bonus declara- | 


tion, a short-term capital loss can be 
booked. Any short-term or long-term 
capital gain on other capital transaction 


can then offset these losses. This is | 


known as dividend stripping. 

To claim a capital loss, you should 
have invested in the fund three months 
before or after the record date for divi- 


dend is announced. But as Nimish | 
Shah, director and CEO of Parag Parikh | 


Financial Advisory, puts it: “This can be 
dangerous. Investors may end up with 


more than expected losses if the mar- | 


kets tank over these three months.” And 
ifthe markets move up sharply, you may 
not have a capital loss at all. 

The dividend or bonus game has to 
wait till the next budget to regain allure. 
The Interim Budget did not expressly 
grant dividend distribution tax exemp- 
tion to equity funds. Dividends should 
not matter if you invest for long-term 
growth. If you don't have a huge capital 


gains liability, ignore those number- | 








loaded advertisements. 

MF newsletters endorse ‘MF rating 
and rankings’ given out by rating agen- 
cies. Funds make loud noises when 
their ratings come up tops or improve. 
But don't follow these ads. 

An MF rating is a composite score 
that takes into account the risk taken by 
the fund to generate a return. While the 
ratings put out by Value Research are 
based solely on performance, Crisil and 
Icra count other parameters like portfo- 
lio concentration, liquidity and asset 
size (See ‘Reading the Ratings’). 

Though the methodology of the rat- 
ings is comprehensive in their own way, 
those rated over shorter spans may get 
results skewed towards recent perfor- 
mance. Ideally, an equity fund's perfor- 
mance should be measured over three 
years at least and a debt fund’s over two 
years. A top-rated fund may not stay at 
that level forever. 

So don't buy just because a fund 
once got a top rating. Ratings are just 
one more sieve that helps you pick the 
right ME 


Riding the roller-coaster 


a Birla Advantage: 262% 
a Alliance Equity: 261% 
a Magnum Equity: 205% 


w LIC MF Growth: -47% 
w GIC Fortune '94: -43% 


w UTI MNC: -41% 
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*CPR: Composite performance ranking 


sor with a strong 
public image, some 
_ of the glow seeming- 
ly rubs off on the 
fund. Thats why 
when Reliance 
Capital launched the 
new version of its MIP in 
December 2003, it evinced 
interest even among non-MF 
investors. In fact, some people said: “If 
it's Reliance, it must be good.” 

A sponsor's role is to establish trust 
and appoint a team of professional 
managers under an AMC to manage 
your money. But ultimately it’s the skill 
and experience of the fund managers 
and not the image of the sponsor that 
has a direct bearing on the fund's perfor- 


mance. Changing fund managers may | 


affect the fund, even with the same 


sponsor. So just as the sponsor's good | 


image doesn't guarantee good perfor- 


mance, a bad image doesn't necessarily | 


Value Research India Ratings 


Ratings 5-star to 1-star CPR* 1to CPR5 
5-star: Highest risk-adjusted return | CPR 1: Very good performance 


lei a Risk-adjusted performance based 


Equity: Monthly return over 3 & 5 yrs 
Debt: Weekly return over 1.5 & 3 yrs 





Reading the ratings 
Crisil Rankings 





and cash funds) 








over 1 yr 


**MFR: Mutual fund ranking 


Fan MF has aspon- | mean that the MF is bad. 


N agent gets a 

commission from 
the MF for selling to 
you. His actual role is 
to help you make the 
right investment. But 
due to the lure of 
incentives, he often 
hard-sells funds that earn 
him higher commissions. 
Don't be swayed just because he offers 
you a rebate. 

Till two years back, MF agents were 
allowed to share a part of their commis- 
sion with investors in the form of ‘pass- 
backs’ or rebates. Sebi disallowed this 
practice in 2001. The idea was to dis- 
courage incentive-driven investing by 
investors and wrongful selling by 
agents. But it’s been practically impossi- 
ble to check this practice. 


For all funds: risk-adjusted performance, 
portfolio concentration and liquidity. For 
debt funds: asset quality, average matu- 
rity and asset size (only for short-term debt 


Equity and debt: Daily return over 2 yrs 
Short-term debt and liquid: Daily return 


MFR** ito MFR 5 
MFR 1: Best performance 


For all funds: risk-adjusted perfor- 
mance, portfolio concentration ani 4 si 
set size. For equity funds: liquidity a 


portfolio turnover. For er 
age maturity 


All funds: Daily ures oer anti 
separately 





turns out to be a dud? What if the agent 
is untraceable when you need him? So 


always do a due diligence on your agent. 


See if he has passed the Association of 
Mutual Funds of India’s certification 
programme. This ensures he under- 
stands the regulations. 

Is he updated on the funds’ perfor- 
mance, their investment styles, and the 
fund managers profile? If he showcases 
equity funds’ performance over three 
months or even a year, take it with a 
pinch of salt; ask him for earlier returns. 
For income funds, quiz him on expense 
ratios and performance during volatile 


| times like May 2002 or January 2003. 


Getting paid for shelling out money | 


sounds exciting, but what if that fund 


The takeaway from all these lessons 
is best framed in the words of 19th cen- 
tury essayist and poet Ralph Waldo 
Emerson: “It is easy in the world to live 
after the world’s opinion; it is easy in 
solitude to live after our own; but the 
great man is he who in the midst of the 
crowd keeps with perfect sweetness the 
independence of solitude.” a 
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Q F OU havea sense of pride and satisfac- 
7 tion. Your investment in equity funds 
© has given superb returns. But what do 

you do now? Encash the notional gains by 

selling out, and re-enter (go in for new eq- 
uity issues)? Or you stay invested and let 
the gains accumulate even when the cur- 
rent market volatility scares you? 

Conventional wisdom says keep your 
financial goals in mind. “One year of gains or losses 
should not lead to a change in a carefully planned fi- 
nancial strategy,” advises Sukumar Rajah, CIO (equi- 
ties) at Franklin Templeton Investments. 

He further goes on to advise that if an investor has 
adopted a certain asset allocation based on his or her 
risk profile and needs, he or she should periodically 
rebalance the portfolio to maintain their steady asset 
allocation, 

So book profits if your return target is achieved or if 






dustries Development Bank of India (Section 54EC). 

*Within six months, invest the gains in initial public 
offering of companies and hold it for at least a year 
(Section 54 ED). 

* Use the sale proceeds to pay for a residential house 
bought within a year before or two years after the date 
of sale. Or use the sale proceeds to build a house within 
three years (Section 54EF). 

Given the tax exemption under Section 54EE one 
can broaden the portfolio by investing in real estate. 
“Real estate markets in urban areas are looking up and 
expected returns from both commercial and residential 
properties are likely to be strong,” says Sandip Raichura 
of Cholamandalam Distribution Services. 

However, if you plan to stay put with your equity 
funds, then make sure the current market volatility 
does not deviate you from your objective. After all, in- 
vesting is not a 100 metre dash, it’s a marathon run — 
that’s the final word from Sukumar. 
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tener 


rategies for two 


| © 7 OUR colleague, an investor in 






income funds for the past three years, 

= is a worried man. What he thought to 
be safe and less risky now fluctuates al- 
most every day. Moreover, he has realised 
that income funds aren't going to earn 
more than 6-7% this year. 

“In this scenario, getting out of the 
fixed income asset class completely 
would be a mistake,” warns Nilesh Shah, CIO (fixed in- 
come), Franklin Templeton Investments. The universe 
of fixed income funds is full of choices. But you have to 
keep in mind your investment horizon and also the cost 
of investing in terms of expense ratio. 

As against income funds, the floating rate income 
fund is a low-cost, low-risk option. It invests in bonds 
where the coupon is re-set periodically. When interest 
rates vary, these bonds are relatively less affected and 
there are lesser fluctuations in NAV (See ‘Fixed Income 





you need to re-balance your asset allocation among Funds’). 
various classes. Remember that the tax laws do not pro- Fixed income funds For invest- 
vide any exemption on short-term capital gains tax ex- Fund type Expense ratio Worst sho ors with a 6-12 
cept for the fact that it can be set off against long-term pee ny month horizon, 
or short-term losses. If your gains qualify as long-term oome there are short- 
capital gains, it will be exempt if: Floating rate term debt 

* Within six months, you invest the amount of capi- oa ` ` funds, which 
tal gains in bonds (at least three years maturity) of Na- take limited ex- 
tional Bank for Agriculture and Rural Development, ME » posure in 
National Highways Authority of India, Rural Electrifica- Figures in % *Threemonthretuns | volatile gilts 
tion Corporation, National Housing Bank, or Small In- | andinvest 


more in below AAA-rated debt instruments. RBI Relief 
Bonds (6.50%-tax- free, 8%-taxable) is a guaranteed and 
risk-free option but only if you are ready to lock-in 
money for 3-5 years. 

And then there are MIPs with varying options of eq- 
uity allocation — from 10% to 30%. As most of them are 
new, high expense ratios could be a dampener. “To beat 
costs, create your own MIP by investing 80% in a short- 
term debt or cash fund and rest in an equity fund,” ad- 
vises Nimish Shah of Parag Parikh Financial Advisory 
Services. This can bring down your average cost from 
2% (for MIPs) to 1.17-1.50%. But later on, if you want to 
re-allocate investments between the two funds, you 
may have to pay taxes. (A fund doesn't have to pay capi- 
tal gains tax on whatever transactions it does.) Like 
other fixed income funds, dividends from MIPs are sub- 
ject to dividend distribution tax of 12.81%. If you aren't 
investing here for regular income, but want to enhance 
your fixed income returns, go for an MIP growth plan. W 
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Because they always receive maturity payment on time. 


We know what makes you sing. Payment on time.We have already paid out over Rs 6500 crore as 
timely maturity settlement that has made millions like you want to sing in happiness. 
No wonder 4 crore customers have chosen to trust us. 
Our dynamism, professionalism and commitment have made all the difference. | 
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The Peerless General Finance & Investment Company Limited, Peerless Bhawan, 3 Esplanade East, Kolkata 700 069 
Phone: 033 22483247, 22483001, 22203740, 22436758, Fax: 033 22485197 E-mail: peerless@cal3.vsni.net.in Website: www.peerless.co.ir 
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In M&A land 





“i 


What happens when a mutual fund 
decides to exit from India or is 
being sold? What is the impact of 
such a development on NAVs? What 
will be the role of a portfolio 
manager in such a situation? What 
should an investor do? 

Mergers, takeovers and folding up of op- 


erations are common to all industries— | 


mutual funds are no exception. Such 
news inevitably causes some anxiety. 


But with disclosure requirements in | 


place and market regulator Sebi ensur- 
ing transparency, you do not need to 





panic about the closure of your fund. ` 


Your money is not going to vanish. 
The structure of MFs itself ensures 
some protection. An MF is a trust where 


the trustees act as protectors of unit — 


holders’ interest. The trustees appoint a 


custodian to keep your investment in | 


the form of securities. So the money you 


have invested is not with the asset man- | 
agement company (AMC), which only | 


plays the role of managing your money 
professionally, but in the safe hands of 
the custodian. All funds have compli- 
ance officers who ensure that the funds 
are being managed according to regula- 
tions. A compliance officer can super- 
sede the management and report any 
problem to Sebi. 

Let’s look at two situations. First, 
when a fund decides to end its opera- 
tions, and second, when it sells a 
scheme to another fund. In the first 
case, the trustees have to send a notice 





to Sebi explaining the reason for wind- 
ing up. The notice also has to be pub- 
lished in two national dailies and a ver- 
nacular newspaper belonging to the 
region where the fund is formed. 

The second case changes some fun- 
damental attributes of a scheme. So an 
AMC has to take the permission of 75% 
of unit holders or allow them to redeem 
without any exit load. Does that mean 
an investor has nothing to worry about? 
Certainly not. What you should be con- 
cerned about is the future management 
of your investment. You need to find out 
whether the investment is going to be 
managed by a different MF and how it 
fits your investment objective — differ- 
ent AMCs have different investment 


| styles and fund philosophies. Though 
| the objective of the scheme may remain 


the same, the manner in which it is 
achieved can vary. 

So what should you do? Find out 
more about the mutual fund that is buy- 
ing the scheme. Also check out the past 
performance of similar schemes it has 
managed and see if it suits your risk- 
return profile. 

If you feel fund returns are depen- 
dant on portfolio managers, check 
whether they will continue to be part 
of the scheme even after it has 
been sold. If they will, there would be a 
greater chance of past performance 
being repeated. But if you are uncom- 
fortable with the new management 
and its style of investing, you can re- 
deem your investment and look for 
other avenues. 


== 


= 


The structure of 
MFs and Sebi 
norms ensure 
investor safety 

in M&As, but do 

Stay vigilant 
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Can one buy mutual funds online — 
what are the advantages and 
disadvantages? Can you suggest 
some websites that provide this 
facility? 
Deepak Narang, via email 

Yes, one can buy mutual funds online. 
One of the sites that offers the service is 
www.icicidirect.com. But to buy, you 
have to register with ICICI. To open an 
e-invest account, you may contact any 
ICICI centre or fill in the application 
form on the website, and their customer 
service executive would visit you. Once 
your form is processed, you can start in- 
vesting in MFs online and you can also 
use the account for trading in the sec- 
ondary market. 

Currently, you can transact in eight 


_ mutual funds through icicidirect.com 


— Prudential ICICI, Zurich, Franklin 
Templeton, Alliance Capital, JM Mutual, 
Birla Sun Life, Sundaram and IL&FS. 

The main advantage of investing on- 
line is that it becomes a single point for 
handling all your queries. It also takes 
away the hassle of filling forms and writ- 
ing cheques. You can also modify/can- 
cel your systematic investment plan 
and systematic withdrawal plan and bid 
adieu to post-dated cheques. 

However, there are certain disadvan- 
tages too. After your first purchase, you 
will not be permitted to transact in the 
same scheme for four to seven days, de- 
pending on the processing time of the 
mutual fund's registrar. After you place 
an investment order in any MF for the 
first time, a folio number is generated for 
that particular fund. Until the 
folio number is generated 
you will not be allowed to 
place any further orders for 
that particular fund. at 





Dhirendra Kumar is CEO of 
Value Research, which 
specialises in tracking mutual 
funds. Readers can send their 
queries to pf@bworldmail.com. 
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We are ICICI Prudential Life Insurance and we extend our lifelong commitment to you, with: 


° A range of products wide enough to cover you from your very first step 
right through to your golden years. 


Products that are tailored to fit your family's unique needs. 


Needs that our Advisors are specially trained to understand and help meet. 


_ — ...................... .. 


With the utmost transparency at every turn. 


And because we've had our customers' best interests at heart, they've amply returned the 
favor by making us India's No. 1 Private Life Insurance Company. It's no wonder then that 
600,000 Indians have put their trust in us in a short span of three years. Strengthening once 
again our resolve and commitment... to cover you at every step in life. 


P ICICI PRUDENTIAL? 
Mera om 


We cover you. At every step in life. 


, “Rajasthan: 98280 20066, Karnataka: 98455 77766, Chennai: 5210 7766, Rest of Tamil Nadu: 98944 77766, Kerala: 98954 77766, 


| 

| 

| 

| 

| ( w. Mumbai: 2830 7766, Rest of Maharashtra: 98904 47766, Delhi: 5161 7766, Punjab: 98159 77766, Gujarat: 98982 77766, 
i Kolkata: 98313 77766, Andhra Pradesh: 98495 77766, Madhya Pradesh: 98931 27766 or call your advisor 


Insurance is is the subject matter oft the solicitation. | ICICI | Prudentia Life ‘Insurance Company | Limited. I 3 A ' LOWE Icici PRU 145 2416 Bw 











N all of February and March, there 
has been a slew of public issues by 
public sector undertakings and 
some unlisted companies. ONGC, 
Gail and IPCL are traded both in 
the equity and derivative seg- 
ments. This gave investors a lot of 
opportunities. Other listed companies 
like ICICI Bank have also lined up for a 
public issue. Lets see how you can 
hedge your risk and make money in 
public issues of listed companies. 


Take a person who holds IBP shares. | 


Without derivatives the only way he can 
gain is by selling his holdings in that 


company in the equity market and then 


applying for IBP shares at the lower is- 
sue price (say, 10-15% below). If the is- 
sue gets oversubscribed, he'll have to 
apply that many more times. But the ac- 
tual oversubscription is not known till 
the issue closes. So it is virtually impos- 
sible to re-invest in the same number of 
shares. Moreover, investors with large 
holdings (like institutions) cannot do 
this as the impact cost of this strategy 
and the high institutional participation 
in public issues make it expensive. 

The need to enter the derivatives 
market arises from the fact that in the 
last two months, the broad market in- 
dices have come down 10-12% from 
their peak. And the volatility in the mar- 
ket has increased dramatically. So there 
is a need to reduce risks and optimise re- 
turns. With derivatives contracts avail- 
able for IPCL, Gail and ONGC, the pub- 


he right tack 
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tutions may also adopt this strategy. 
Another hedge strategy is to buy put 
option contracts of Gail at, say, a strike 
price of Rs 210 for Rs 10 (say, the option 
premium) and apply for a proportion- 
ate number of shares in the public issue 
(as in the earlier strategy). The cash out- 
flow involved and the risk is lower. The 
minimum return is also lower. If the 
egy before the issue shares come into | share price falls, you will have notional 
the market and pocket the 15-20 days of | losses in the cash market and make a 
time value by way of option premium. | profit in the derivatives market (when 
Another strategy you could use is | youbuyaputoption any fall in the share 
shortsell futures and apply for a pro- | price will be your profit). If the price 
portionate number ofsharesinthe pub- | rises substantially, the investor's profit is 
lic offer (depending on oversubscrip- | higherin the cash market. This is in con- 
tion levels). This will work when the | trast to the earlier Gail strategy wherein 
price at which you sell futures is more | the maximum profits are limited. 
than the allotment price (See ‘Shortsell ` One can adopt different strategies 
Futures And Apply ForTheIssue’).Inthe | after seeing if there is equity dilution or 
example, Ram makes a 2.5% returnin | not, the current market price, the issue 
18-22 days. Some people incorrectly call | price, etc. Depending on one’s risk ap- 
this ‘arbitrage’. In reality, the exact over- | petite, one can choose a strategy to ex- 
subscription levels are not known till the | tract optimum return. It would be ideal 
issue is over. This riskis magnified bythe | to consult a derivatives strategist to for- 
fact that most share applications are re- | mulateastrategy for optimum profits. $ 
ceived on the last day. But the risk in- 
volved here is lower than the normal | 
trading as the net exposure in case of a 
mishap is low. Large investors and insti- 


lic issues of these companies opened up | 
many low-risk avenues. The first of | 
these strategies was selling put option 
contracts (giving the buyer the right to 
sell at the strike price) at a strike lower 
than the floor price. The chances of the | 
stock price going below the floor is low 
where there is no dilution of the share 
capital. It might be ideal to exit this strat- 











Vineet Bhatnagar is managing 
director of Refco Sify. Send your feedback 
to pf @bworldmail.com. 


Shortsell futures and apply for the issue 


Example: Ram sold 10 lots of Gail March maturity futures @ Rs 210 per share 
Short position: Rs 31.50 lakh (Rs 210 x 10 lots x 1,500 shares per lot) 
At the same time Ram applied for 30,000 shares (10 lots x 1,500 x 2*) in public 
issue @ Rs 195 per share 
















in Rs 


08.0 lakh 












` 
z 





s an 






Share Application Paid (Rs 195 x 30,000 shares) ` oA 


“+ 


58.5 lakh 


- 





T =. 


10.5 lakh 
77.0 lakh 
Cool profit** 


**Ram's strategy: Assuming he is allotted 1,500 shares @ Rs 195 Ram can book profits by closing the 
short futures position and sell the shares when they are credited to the demat account. He will get roughly 
Rs 2.25 lakh ([210 - 195] x 1,500 x 10) less transaction costs. This is because the futures prices and 
stock prices will trade close to each other after the stocks are allotted by the time of expiry in March end. 


2.25 lakh** 








* Assuming 2 times oversubscription in individual category 
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— Kere is the story of _ 


/ Brain ond Orah 
ae h tale to be told 
oe fbgain and again 








Brain hates paying rent 





-Tor a house hell never own 
Drain goes on paying 
Kes ina different zone 


Brain invests in a mutual fund 





To minimise risk and maximise return 
rain uses a company fixed deposit 





Poor man, will fe never learn? 
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of the portfolio, For more info 





SBI Funds Managerhent Pvt. Ltd, 191, Maker Tower 'E', Cuffe Parade, Mumbar- 400 005. Ph: (0223 2218 0224 - 27. Email: partnerforife@sbimi.com SBIMF Investor Service Centres: Ahmedabad: (079) 55() 7442, Bangalore: (08) 
227 2284 / 212 2507 1 212 3784. Bhilai: (0788) 227 3261 / 501 0955, Bhopal: (0755) 255 7341 / 528 8272 / 527 2981 Bhubaneshwar: (0674) 230 240), Chandigarh: (0172) 708 728 / 71) 869, Chennai: 044) 2829 3384 / 88 : 
5204 5081, Coimbatore: (0422) 230 3863, Ernakulam: (0484) 231 8886 7 232 0107, Goa (0832) 564 2475, Guwahati: (0361) 252 1993 Hyderabad: (040) 247 56741, indore: (0721) S41 131 / 245 944 jaipur (141) 2 
257 4134, Kolkata: (033) 2282 147) / 7816, Lucknow: (0522) 221 5668 / 228 3884, Ludhiana: (0161) 244 9849, Mangalore: (0824) 445 892, Mumbai (072) 7265 8302 / 03, New Del: (0111 2331 508879 = 
268 2306 1 5665, Pune: (020) 567 0961 / 1524, Ranchi: (0651 231 $217, Siliguri: (0353) 253 7065, Vadodara: (0265) 222 5428 / 29. Vijaywada: (0964) 257 8215 / 4113, SBIMF Investor Service Desks: Ajmer: 9) 98290 62357. 
Gurgaon: (0124) 508 1769, Kanpur: (0) 98392 26114 Kota: (0) 98290 67358, Moradabad: (0) 98374 78790, Nagpur: (0712) 254 3123, Raipur: (0771) 253 8272 / (0) 98261 45400, Vishakhapatnam: (8911 258 5245, 


ee a? oy 









HEINE HE ttt NA 








Asset Management Company: SBI Funds Management Pvt. Ltd. Principal Trustee: State Bank of india. Risk Factors: Mutual Funds and Securities 
Investments are subject to market risks and there is no assurance or guarantee that the Fund’s objectives will be achieved, As with any investment in 
securities, the NAV of the units issued under the schemes can go up or down depending on the factors and forces affecting the securities markets. 
Past performance of the sponsor/AMC/Mutual Fund does not guarantee the future performance of the schemes of the Mutual Fund. State Bank of 
India, the sponsor, is not responsible or liable for any loss resulting from the operation of the schemes beyond the initial contribution made by it of 
an amount of Rs. 5 lacs towards setting up of the Mutual Fund. Please read the offer documents of the schemes carefully before investing. 
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Too rich for cover? 


claims at the earliest (the last I heard, it | Partnership covers provide these busi- 
took just two weeks!). nesses an immediate protection that 
Estate planning tool: AWhole of Life | would help the business weather this 
cover is the surest way of defining anes- | phase, possibly till the leadership void is 
tate for each, or the preferred, of the le- | filled again. These policies could also be 
gal heirs. This apart, often there is un- | used to retain key professionals. 
equal distribution of estate in wealthy | Diversification: Endowment poli- 
families due to historical reasons.Whole | cies are an effective tool for the wealthy 
of Life policies help here as estate equal- | to diversify their investments. They ma- 
isation tools. This also works well for | nage wealth in a different investment 
self-employed professionals who want | style, because, unlike the manager of an 
to ensure a secure future for theirheirs | open ended mutual fund, the fund 
with a definite estate. manager of an insurance fund is under 
HIS column seeks to shatter Protection of assets—MWP:Some- | no pressure to outperform over shorter 
the illusion that the super rich | times, when a person passes away, he | terms. He can lock into longer-term 
do not need life insurance. For | leaves the family to settle the liabilities | calls, as he knows his corpus would be 
such people, life insurance is created by him. The liabilities could be | available for that period. The portfolio is 
not only an imperative but | due to outstanding borrowings, litiga- | regulated by Insurance Regulatory and 
offers innovative ways to man- | tion, third-party liability arising out of | Development Authority norms, which 
age their large wealth. events like fire, issuance of personal | are different from mutual fund norms. 
The stakes aretoo hightobeleftun- | guarantees on behalf of a company, or Here, care should be taken to select 
covered: Take the case of a successful | because of family disputes 
corporate boss, aged about 45 years, | over wealth distribution. The ESE r 
who can save Rs 75 lakh a year after pay- | Married Womans Property Life insurance is a must 
ing for lifestyle expenses and taxes. This | Act (MWP), 1874 provides for the wealthy — and for 
person is in his ‘accumulating years’; he | special protection to a mar- 
knows that if he works for another four | ried woman and her children 
years and retires at 50, he can setasideat | in such situations. If a hus- 
least Rs 3 crore. Now, ifhe were toexpire | band assigns a policy under 
at this point, his family would stand to | MWP to his wife, the policy is the ab- | unit-linked plans that offer more trans- 
lose the Rs 3 crore he could have cre- | solute property of the wife; the proceeds | parencyand flexibility at a lower admin- 
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more than one reason 








ated. Such a situation would also apply | from it are free from encumbrances. istrative cost, as compared to traditional 
to wealthy business families or success- | Key Man and Partnership policies: | platforms, where there could be cross- 
ful self-employed professionals. | There are many successful small and | subsidisation resulting from ambiguity. 


Instant liquidity: In wealthy fami- | medium enterprises. One common fea- | So the wealthy definitely need life in- 
lies, there is no dearth of assets for the | ture of these enterprises is their depen- | surance — in adequate measure and 
survivors. But it takes long to unlock the | dence on either one person or a small | through policies structured specifically 
wealth in those assets. This could be for | group of individuals. These could be | for them. For choosing the appropriate 
many reasons: most of the assets are | small and medium family businesses | policies, one should consult a qualified 
‘real’, hence not readily saleable, orthere | structured as closely-held companies, | financial planner who would give objec- 
are family disputes on distribution of | or partnership firms with family mem- | tive advice instead of just a cover with a 
the deceased’s estate among the legal | ber(s) as directors and partners. These | steep premium. In such a case, the in- 
heirs. Here, proceeds from insurance of- | could also be small and medium profes- | sured maynotinsist ona rebate because 
fer immediate liquidity, giving the sur- | sional outfits structured as partnership | it's better to subscribe to the right poli- 
vivors a sense of security even as they | firms with both owner and employee | cies than be locked into the wrong ones 
wait for the wealth to be unlocked. In- | partners. Due to the lack of scale and | after savingalittle biton the rebate. 8 
surance proceeds can even help them | overdependence on one or a few, the i l 
finance the cost of this unlocking. Inthe | business may hit an indecisive phaseif | Rohit Sarin is partner, Client Associates, a 
era of open market competition, most | anyofthese key people passes away. Life | wealth management firm. You can contact 
progressive insurers compete to settle | insurances structured as Key Man and him at pf@bworldmail.com. 
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The journey of /ndian Ordnance Factories began in 1802 when 
the first factory was set up near Kolkata on the bank of river 
Hooghly to undertake repair of wooden gun carriages. Subse- 
quent diversification and growth of Ordnance Factories in pre- 
independence era was aimed at furtherance of colonial interest 
of the British in the subcontinent. The economics of providing 
logistics from Europe and perception of threat on the long 
supply were the two other compelling factors. 


The growth of Ordnance factories after independence was spo- 
radic , need based and concentrated in the period immediately 
after the war of 1962, 1965, and 1971. The pressing need for 

< setting up of new units to match military power of the neighbours 
was leveraged for socio economic development by locating these 
units in the backward area. Today the organization, a conglomer- 
ate of 39 factories and 40% being set up at Nalanda has a turn- 
over Rs 6600 crore compared to turn over of Rs 3.39 crore in 
1947-48. This old and largest production agency is engaged in 
manufacture of arms , ammunitions, weapons , transport, 
armoured vehicles, clothing and general stores items, night vi- 
sion devices and other equipments required by the Armed Forces 
and enjoys 70 % share of Ordnance revenue budget of Indian 
Army on an average. 


The production capacity of Ordnance Factories is created ex- 
clusively to cater for the wartime requirement . The low and 
varying requirements of military products during peace time 
along with commercial disadvantage of location and fast rate of 
obsolescence of military technology are the major challenges 
before the organization. 


Relentless thrusts are given for continual improvement in qual- 
ity, maximizing capacity utilization, reduction in cost, and effect- 
ing timely delivery. As a culmination of these efforts today the 
ordnance factories are not only able to continuously reduce 
average weighted price of products for last three years insg 
of market inflation but also to increase supply to Non Defe 
sector including export. The value of supply to Non Defe 
sector in 2003-4 is expected to be Rs 961 crore includir 


export of Rs 100 crore compared to Rs 441 crore achieved if 5 : 
1998-99 inclusive of export of Rs 7 crore .In addition Ordnance ~ 


Factories are able to generate budgetary surplus even after fund- 
ing plan for modernization of plant and machinery. 


In quest of achieving mission of producing state-of-the -art 


Battle Field Equipment for sustained growth , Ordnance Fe 
tories are attempting to diversify in core areas of activities z 
broad band customer profile by upgrading existing produ 
and developing new products every year departing from 
mandate of limiting in-house Research and Development à 
tivities to process improvement only. Infrastructure is being 
continuously modernized to absorb state — of —the — art prod: 
uct and production technology required for the supply of ne 


products with minimum response time. The product technol- ` 
ogy will be developed either through in-house R & D or in a 
synergy with advance technology providers with emphasis ° 


on co- development , co- production and and co- marketing. 


Indian Ordnance Factories- The Force behind Indi 







Speaking to Busines 
Pradip Kumar Misra DGG, 
Chairman ,Ordnance Facto 
Board emphasizes on produc- 
tion of state of the art battle 
field equipment as the mission 
of the board. He further 
pointed out that inorder to | 
equip our armed forces with 
modern defence and battle- 
field equipment OFB is con- 
tinuously modernizing its 
production facilities. People 
are getting trained to keep 
them motivated about the in- 
creasing demands of the day. Vision is to equip themselves 
with technologies through acquisition, synergy, and in-house 
R & D. In order to achieve highest level of customer satis- 
faction and increase customer base in defence , non-de- 
fence and export markets OFB continues to put emphasis 
on quality improvement of its product to establish global 
presence. 










P.K.Misra 
DGOF & Chairman OFB 













Ordnance Factories are determined to develop a knowledge 
based workforce integrated with upgraded state — of — the -art 
technology and infrastructure to remain an efficient and vibrant 
organization ever ready to meet the challenges of demanding 
environment. 
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Wed like to congratulate the winners of the Great Place to Work® Survey 2003 


who were felicitated at the Seminar Series. Our thanks to all our sponsors, speakers and 





guests for making the Great Place to Work® Seminar such a success. 


We hope this is the beginning of a movement in corporate India that sees more 





_ great places to work emerge every year Here's wishing that you ali keep playing the game. 





Main Sponsor: ———s5A———n n T  Co-Sponsor: ———ə 
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A suitable verdict 





COMMON problem we face is 
that the income tax authorities 
do not accept the cost of con- 
struction of house property as 
disclosed in our tax returns. 





for the previous year in which the con- 
struction is completed. In such a sce- 
nario, the assessing officer takes a stand 


that the actual investment that has gone | 


into the cost of construction of house 
property is much higher. 


the cost shown by the assessee. Since he 


The case comes into scrutiny | 
| cally empower the assessing officer un- 
der Section 55A. It was submitted that | 





is not a technical person, he refers the | 


valuation of the property to the valua- | 


tion officer under Section 55A of the In- 


come Tax Act. The difference between | 


the value determined by the valuation 


officer and the value shown as construc- | 
tion cost is taxed as income from other | 


sources. It has been so for many years. 
Recently, in the case of Smt. Amiya 
Bala Paul vs. CIT [2003] 130 Taxman 
511/ 262 ITR 407, the Supreme Court 
held that the assessing officer does not 
have the power to refer the case to the 
valuation officer to determine the cost 
of construction. Let us examine this. 
Facts of the case: The assessee built a 
house. She filed a return in which she 
disclosed the amount invested in con- 
struction. That was not accepted by the 
assessing officer who referred the ques- 
tion of the construction cost to the valu- 
ation officer. On the basis of the valua- 
tion officer's report, the assessing officer 





made additions as undisclosed invest- 
ment in the construction of the house. 
The assessee contended that a refer- 
ence to the valuation officer could be 
made only under Section 55A when the 
circumstances justifying the reference 


under that section were prevailing. It | 


was said that Section 55A allows for ref- 
erence only for computing the market 
value to calculate capital gains. Also, ref- 
erence to the valuation officer has been 
provided for under Section 55A and 
could not be made under other provi- 
sions which empower the assessing offi- 
cer to ascertain the assessee’s income. 
The tax authorities argued that if the 
power to let the valuation officer deter- 
mine the construction cost was given in 
the Act, it was not necessary to specifi- 


the valuation officer is appointed under 
the Wealth Tax Act and he could exercise 
power only in the given manner. 


| The final decision: The Supreme Court 
The taxman usually doesn't agree to | 


upheld the contentions of the assessee. 
It held that under Section 16A of the 
Wealth Tax Act the assessing officer does 
not retain the power of inquiry. 

The power of the assessing officer 
under Sections 131(1) and 133(6) is dis- 
tinct from and does not include the 
power to refer a matter to the valuation 
officer under Section 55A. Nor does Sec- 
tion 142(2) allow him to do so. 

Section 55A lists the circumstances 
when a reference can be made to a valu- 
ation officer. Section 55A was intro- 


duced in the Act by the Taxation Laws | 


The Supreme 
Court decision 
will save people 


who construct 
houses from 
harassment 
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(Amendment) Act, 1972 even while Sec- 
tions 131(1), 133(6) and 142(2) were 
there. If the power to refer any dispute to 
a valuation officer was available in Sec- 
tions 131(1), 133(6) and 142(2), there 
was no need to specifically empower 
the assessing officer to do so in certain 
circumstances under Section 55A. 
Apart from this, a valuation officer is 
appointed under the Wealth Tax Act. A 
valuation officer cannot be called upon 
nor does he have any authority to give a 
report to the assessing officer under the 
Income Tax Act except when a reference 
is made in terms of Section 55A. So the 
assessing officer could not refer the 


| matter to the valuation officer to esti- 


mate the cost of construction. 

Does the above judgement also pro- 
hibit the taxman from referring the 
case to valuation officer for determin- 
ing the market value of inventory? 
Inventory is normally valued at lower of 
cost or market value. If the market value 
is lower than the cost, it is valued at mar- 
ket price. Here the assessing officer can 
dispute your determination of market 
price. Problems arise when the market 
price is not substantiated by market 
quotations. 

For example, the assessee may have 
some software which has become obso- 
lete and is thus valued at ‘nil’. In such 
cases also the assessing officer used to 
refer the case to the valuation officer un- 
der Section 55A to determine the mar- 
ket price of stock-in-trade. However, in 
view of the above judgement, the as- 
sessing officer cannot refer the case to 
the valuation officer for de- 
termining the fair market 
value of the stock-in-trade. W 





Vinod Gupta is a practising 
chartered accountant and a 
tax expert. Queries and 
general issues are taken up in 
this column. Readers can 
send their queries to 
pf@bworldmail.com. 
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Intel, Pentium and the Intel Inside logo are registered trademarks of Intel Corporation or its subsidiaries in the United States and other countries. 
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The Genius Computer 


CCS Knight-X is powered with 


4 Intel® Pentium® 4 processor 











pz | " à Intel® Chipset board 
| = Get them the PC with the obility A 128MB DDR 
| intel ye to run multiple applications A 40 GB IDE HDD 
simultaneously today, CCS Knight-X A 1.44 MB FDD 
with Intel” Pentium” 4 processor with 4 15" Colour Monitor aaas 
HT Technology. A Keyboard / Mouse x asas ` 
A CD ROM Drive ky able- 
å Stereo Speakers a 
* 
Designed for Windows® xP| DMI Compliont| NSTL Certified Rs. 27,900 
Also check out the exciting CCS range of PCs Take home exciting ga + pa] + 
n ! a 
available from Rs.16,990* onwards. es = 
CCS UPS Mic with headphone Internet Starter Kit 


| Dealership/Channel Partner Enquiries Solicited 


Manufactured and marketed by: 


CCS i nfotech Li m ited “CCS Towers”, 14, Periyar Road, T.Nagar, Chennai - 600017. 
Corp. Office - Chennai: Ph: 28341121 (6 lines)/9841060600 
(ISO.9001:2000 Company) A Trusted Brand. Since 1989. | info@ccsinfotech.com; www.ccsinfotech.com 


Branches - Bangalore: 080-23548751/51289118/51289119 Coimbatore: 0422-2317827 Madurai: 0452-5395505/2584398 Mumbai: 022-28607299 
30903168/9819367886 Pondicherry: 0413-2245145/2245178 Salem: 0427-2336300 Secunderabad: 040-55275702/35353895 


(Freebies in Mumbai = Inkjet colour printer+ Internet Starter Kit + Mic with headphone.) 
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HE Securities and Exchange Board 
of India has revised the lot sizes of 
27 stocks — 25 downward and two 
upwards — for derivatives contracts. 
The downward revision is effective from 
15 March across all contracts, while the 
upward revision will kick in from 26 
March for June contracts and beyond. 
The move was expected, as the 
changed prices of some of the 
underlying stocks had pushed up the 
minimum value of several contracts far 
beyond the prescribed Rs 2 lakh — for 
Mahindra and Mahindra and Tata Mo- 
tors they had reportedly shot up to Rs 14 


lakh-16 lakh. 8 
ASHISH AGGARWAL 
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Much ado about lots 


Changes in market lots 
Security Current 

Tata Motors ` Ñ 
M&M 

Maruti 

Dr. Reddy's 
Grasim 

Hero Honda 
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Parking for $25,000 — 


HE Banks have been quick to offer products to take care of your foreign cur- 

rency after the RBI allowed you to invest $25,000 abroad. After forex-denomi- 

nated deposits from Citibank, ICICI Bank and Bank of Baroda, you now have 
access to another instrument — overseas mutual funds, thanks to Standard Char- 
tered Bank, For its GlobeInvest, you need to invest at least $5,000 (Rs 2.26 lakh). The 
bank has tied up with international fund companies to offer advisory services, which 
you can avail of even if you arent a customer. Globelnvest will allow access to a wide 
variety of products. In the US alone, there are 60-odd categories of funds. Capital 
guaranteed mutual funds, offered by most of international fund companies, could 


be a big draw for the Indian investor. 


But is this the time to invest abroad? Over the past year, Indian equity funds have 
gained more than 100%, while their peers in the US gained 30-50%. Ifyou sull want to 
diversify your portfolio, do look at the sales load of 5% that some funds charge. E 


United, 


N arare show, the small investors of 

Maharashtra Scooters (MSL) have 

discovered the power of unity. En- 
raged that the state's sale of a 27% MSL 
stake to Bajaj Auto was going too cheap, 
some MSL shareholders set up the Ma- 


harashtra Scooters Minority-Sharehold- | 


ers Association (MSMA). 
It was tough to start. Chairman 
Ramesh Mehta and a team of about 15 


ferreted the details of more shareholders | 


from the Western Maharashtra Devel- 


RACHNA MONGA 


we ride 


opment Corp after weeks of dogged pur- 
suit. Once formed, the group has been as 
media savvy as it has been tenacious and 
has even hired a PR agency. That helped 
it get more heard than hushed. “A group 
of shareholders is likely to make the 
board more accountable,’ says acon- 
sumer rights expert. Today, the 300- 
strong MSMA awaits the outcome of the 
arbitration that’s underway. Are small in- 
vestors heeding the lesson? a 
IRSHAD DAFTARI 
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26321941-43. Metro Ford : 25588354, 25320288, 25594254. - BHOPAL: Sai Ford : 2571388, 2557387. - BHUBANESHWAR: Capital Ford : 2563747-49. - CHANDIGARH 
, 2579213. + GOA: Caculo Ford : 5641307-9. + GUWAHATI: TI Ford : 2660724, 2660745. - JAIPUR: K.S. Ford : 5114190, 2374825. - JAMSHEDPUR: Jayashree Ford 
510-13. Shaman Ford : 56641818. Wasan Ford : 25290275-81. - NEW DELHI: Harpreet Ford (Moti Nagar): 25153650-53, 25179572-74. South City Ford : 51679901-04 


9, 2772818. 


JW 76456.2004 
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P&G: Fine 





The 
formidable 
marketer 
Suddenly 
develops a 
new appetite 
for India 


and VETY, Very 
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AVAILABLE AT: AGRA: Prem Ford : 2158509/2520427. - AHMEDABAD: Niki Ford : 26927401-5, 30911610-12. Oceanic Ford : 25601777/2777/3777. - BANGALORE: Cauvery Forc 
Bhagat Ford : 5078354-56/58. Saluja Ford : 5012121, 5083322. - CHENNAI: Chennai Ford : 25323202/08/198. MPL Ford : 24337520-23. - COIMBATORE : Rajshree Ford : 2579: 
2409164-65. - KARNAL: Pearl Ford : 2221705 - 07. - KOCHI: Kairali Ford : 2559650, 2551310. - LUDHIANA: Bhagat Ford : 2651012-14, 5013646-50. - MUMBAI: Shakti Ford : 287! 
- PUNE: Planet Ford : 24218355/8322, 25443960. Talera Ford : 4011515/3192-93/95. - SECUNDERABAD: Sundaram Ford : 27545385, 27544121. - VADODARA: Amin Ford : 2772 


www .india.ford.com Accessories shown and In-car entertainment system are not part of standard equipment. Price mentioned is ex-showroom New D 





A-gorgeous woman from Zaire 
Took a dusky. guide on hire 
She wanted a wild trek 


s Tħstead he gave héra peck 
And then Started the forest fire. 


Clothes with a twist 











Soft and Cool 


Manufactured and Marketed by Gangotri Textiles Ltd., 473/2, PK.D. Nagar, Peelamedu, Coimbatore - 641 004 


Ph: 91-422-2576643, 2571253, 2576489 Fax: 91-422-2576742 Email: info@tibre.com Website: www.tibre.com 


Available at all leading outlets in Tamil Nadu, Andhra Pradesh, Karnataka, Kerala, Pondicherry 
Maharashtra, Madhya Pradesh, Uttar Pradesh and Goa 
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Your Investments 


MUTUAL FUNDS MF ACTIVITY IN FEBRUARY 
Ooo o Assets Return Return Return Best lyr Worst ler = 








MRs gore) ir = igrSIP 33r Return Return 


EQUITY: DIVERSIFIED TOP 10 SHARES BOUGHT 
HSBC Equity «923.24 173.59 176.75 — — 189.37 152.44 
Reliance Growth | 
Franklin india Prima 


Satyam Computer Services 
BHEL | 
Larsen & Toubro 
Tata So puesto: 
a ceca 
Ashok Leyland B x | "= | 
sana ab neu aaa 
Patni Computer Systems _ a 


| TOP 10 SHARES SOLD 
Composition Leo Return Retum eee CICI Bank 
fequitydebt) _ 2 3y ehen return | 

enn Tata Motors 


HYBRID: ; EQUITY-ORIENTED lc ae 

HDFC Prudence 62:22 8496 _ 76.04 35.39 113.09 -24.31 Hindustan Lever 

Canganga 0:22 79.57 86.46 16.46 89.45 -38.37 Sail (India) ane 

FT India Balanced 525 78.28 8164 2680 8501 -3109 Relance industries 

DSPML Balanced 6518 7789 7530 2248 8475 3299 Mo roinge 

Tata Balanced $25: 77. 40 81.97 22.48 120.80 -36-53 — rw 
| R SC o e Infosys Technologies _ 

Alliance '95 

Franklin india Balanced 

Prudential ICIC Balanced 












495.62 155.76 154.42 53.17 229.36 -56.73 
341.70 148.24 138.09 54.09 217.85 — -47.6 
549.01 141.18 141.61 36.50 158.47 -4 
„607.23 134.82 138.86 34.76 199.42 -36.54 
990.28 134.14 141.61 61.71 212.39 -47.82 
340.63 132.14 124.79 39.80 152.86 - -38.98 
979.43 124.50 119.14 41.84 179.39 -40.23 
361.54 123.32 119.62 37. 24 215.03 -59.06 





Franklin india Bluechip 
Reliance Vision — 
HDFC Top 200 

HDFC Equity 
Prudential ICICI Power 








oe Data based on Jan-Feb 2004 portfolios of all 
0:28 69.56 66.15 26.33 ae -24.38 open-ended mutual funds 
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Funds with 
highest exposure to... 


Financial services | 





T Expense Avg mate Retura Return Return Return 
fale so tityrs) a SS dey SIP c 25 
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DEBT: MEDIUM-TERM 
HSBC income Investment 2.02 4.74 255 10.75 667 č — 
Templeton india Inc. Build. 164 498 Ç _ 240 -10.75 6 67 1356 
Birla Income Plus 146 5.42 229 10.07 639 1282 
HDFC High Interest -467 5.77 277 997 700 1301 
Templeton india income 1454 447 241 o9. 85 6.50 12,39 





25.88 


21. 1.10 20.12 
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Se, ` india Dividend 
S Composition Avg matu- ten > a aa Industries Growth Yield Plus 
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ee a 

| oO% Metals and metal products 

ai EEE Mua E EE EE 
22.86 





Ë: a nep MIP 
FT india MIP 


Templeton Mp G 


L4:79 9 46 888 21.06 20. 84 14.62. 
45 2.43 842 20.09 19.30 1444 
14:60 2. al 7.06 19.17 17.31 13.21 
2 5 309 560 18.09 16.01 13.68 
2. 74 6 00 17. 62 15. 55 — 


onan as on 164 March 2004. | Portfolio ¢ data i asol size and composition) as on I h A! Magnum 
29 February 2004. Fund returns (in %) are annualised figures, except for the 6-mth period | Equity Diversified Contra 
(absolute), Schemes with the largest corpus (and not having a single investor with >25% of As on 29 February 2004 

holdings) are ranked in order of 1-year returns. SIP (Systematic Investment Plan): Returns on L—— nether 
Rs 1,000 invested on the 10th of every month in the scheme for the last 12 months Source: Value Research India 
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Small Savings 





Scheme Returns* Min. & Max: Amt PS I 2 = = 
Public -= Interest is tax-tree 
Provident — and deposit eligible 
Fund for rebate u/s 88 
National Rebate u/s 88.and Amour 
Savings - interest eligible for _half-yea 
Certificate _ deduction u/s80L 
Kisan Vikas Nil 
Patra 
Post Office “= Interest deduction 
Monthly - u/s BOL 
Income 
Scheme —Ç 
Post Office ` Interest deduction 
Recurring < u/s 80L 
Deposit a 
RBI Tax- interest is tax-free 
Free Bonds = ho limit 
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*Figures are interest rates per annum 


Sector Watch 


Metals (Shares with lowest P-BV ratio) 
a Price {Rs} 


~ Eligible for ebato p 88 


Change (%) 











Electrosteel Cast. 
Sathavahana ispat 
invest. & Prec. Cast. 
Ahmednagar Forg. 
Magna Electro Cast. 
Jindal Stainless 
Enkei Castalloy 
Jyoti Structures 
KEC International 
Oil ‘Country 1 Tubular 
Jindal Vi Vijay. Stee! 





Yield (6) PE 


Magna Electro Cast. 
Titanor Comp. 
Madras Aluminium 
Enkei Castalloy I 
LG Balakrishnan — 
Electrosteel € Cast. 
Nalco 

invest. & Prec. Cast. 
Sathavahana ispat 
Tata Tata Metaliks 

Prices as on 17 March 2004 
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* Double your money in & years, 7 months 


** For joint account Rs 6 lakn 


Fin. Servis (Shares with lowest P-BV ratio) 





£ year 


a month | 


Tata investment = 
JM Shares & Stock. ` 
Shriram invest. 
Bank of Punjab 
Syndicate Bank 
Federal Bank 3 
Bank of Rajasthan ` 
indusind Bank x. 
Canara Bank 
Reliance Capital 














Bank of Rajasthan 
IL&FS Investment 
Shriram Invest. 
DSP Merril Lynch ` 
JM Shares & Stock. ` 
indusind Bank 
Andhra Bank 
LIC Housing Fin. 
Syndicate Bank 
Bank of Punjab 





P-BV: price-book value 


BUSINESSWORLD 89 29 MARCH 2004 





BROWSING 


MAMMEN MATHEW 
Chief editor, Malayala 
Manorama Group 


I am reading THE JANSON DIREC- 
TIVE by Robert Ludlum, which I 
picked up from Delhi airport. It is 
racy and just my style. Recently, I read 
Jeffrey Archer's SONS OF FORTUNE. 
It has a fascinating ending. I don't 
read Salman Rushdie; I prefer Lud- 
lum, Le Carre, Archer, Ken Follett. I 
try to read two books a month. I also 
like to read autobiographies, such as 
Personal History by Katherine 
Graham, and biographies — Dark 
Side of Camelot on John F Kennedy 
by Seymour Hersh, Indira by Kather- 
ine Frank. One of the best books I’ve 
read is Roots by Alex Haley. It has a 
character called Lamin. I teasingly 
call my son Jayant ‘Lamin’. Even my 
speedboat is named Lamin. al 
ALERT 
Somanatha 


The Many Voices of a History 
By Romila Thapar (Viking) 





INDIA’S foremost 
historian Romila 
Thapar culls new 
sources for a fasci- 
nating historiography 
of the 1026 raid — and 
its aftermath — on the 
Somanatha temple by Mahmud of 
Ghazni. Her study shows how a 
selective view of this event has 
been current for the last 200 
years because historians chose 
to rely only on the Turko-Persian 
texts and ignored numerous 
others. Thapar, thus, suggests a 
different history of Somanatha. lB 

















BIBEK DEBROY 
EORGE Monbiot writes well. 


from a well-known columnist 
and author. In his fifth book, 
The Age of Consent, he cri- 
tiques globalisation and 
comes up with ‘A Manifesto for a New 
World Order’. 

Globalisation means different 
things to different people. To Monbiot it 
signifies freer cross-border movement 





That's only to be expected | 


The Utopian 


this edition is for sale only in the Indian 
subcontinent. By his creed, shouldn't 
knowledge be free? 

To get back to globalisation, there is 
an anti-globalisation movement. Mon- 


_ biot was part of this but has regrets now. 


of capital, the removal of trade barriers | 
_ globalisation “has misdiagnosed some 


and the growth of multinational corpo- 
rations (MNCs) with the consequent 
displacement of local and national 


“This process has forced me to recog- 
nise that some of the positions I have 
taken in the past have been wrong.” In- 
stead of opposing globalisation, there 
has to be amovement to control it and 
make the system more just and fair. He 
would, therefore, like to be part of a 
global justice movement because anti- 


aspects of the disease, and, as a result, 


_ offered the wrong prescriptions”. 


businesses. Notice the last. Monbiot | 


doesn't like MNCs and he doesn't like 
the corporate sector; he wishes 
companies would just 
wither away. According to 
him, the World Trade Orga- 
nization (WTO) has an 
agreement on intellectual ) 
property rights only to b 
benefit corporations. That 
doesn't quite explain why 
George Monbiot has a reg- 
istered copyright on this 
book or why the blurb says 





A MANIFESTO FOR A NEW WORLD ORDER 


We do need institutions of global 
governance, but existing institutions 
dont ensure equity. To 





IR: 
AG: OF 


THE AGE OF 
CONSENT 

A Manifesto for a New 
World Order 


SENT 


By George Monbiot 


HarperCollins India 
Pages: 274; 


price: Rs 250 





OU are probably working with at 
least one of them. The boss who is 


SELECTION 


completely narcissistic and can | 


talk of nothing but his own 


achievements at every meeting. The | 


manager who is paranoid and seems to 
take everything you say personally. The 
unethical colleague who has no qualms 


about stabbing people in the back or | 


cooking up facts to suit his own ends. 
Even if you aren't working with one 
of them you have probably run into one, 


or even several, of these types of people | 
| and otherwise difficult office workers is 


already. These are the people who pop- 


ulate the pages of Roy Lubit's Toxic Man- | 


agers, Subordinates... And Other Diffi- 


cult People (published by FT/Prentice | 


Hall). And he tells you how to deal with 
them while retaining your sanity. 
Despite the rather colourful cover 
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Coping 


and the title, this is quite a serious vol- 
ume. Lubit is a Yale-trained psychiatrist 
who went on to research organisational 
behaviour at Harvard University and 
Columbia Business School. His descrip- 
tion of the different categories of toxic 


clear and insightful. His case studies are 
well researched, and goes into what 
turned manager A into asexual predator 
and manager B into a control freak. 

His advice is pragmatic and easy to 
follow although a shade too cynical at 





‘dreams of Monbiot 


establish his case, Monbiot picks the 
UN (particularly the Security Council), 


the International Monetary Fund and | iting professorships at 


the World Bank (particularly the IME in- 


fluenced as it is by the US Treasury), and | 
the WTO. The powers of globalisation | 
should be used to overthrow these exist- | 
ing institutions and “replace them with | 


our own’. 

There is both a descriptive and a 
normative element to this book. The de- 
scriptive is more robust because the 
case against Pax Americana and US uni- 
lateralism is easy to establish as is the in- 





GEORGE MONBIOT, 
a columnist for the 
Guardian, has held vis- 


several British universi- 
ties. He is the author 
of the best-selling 
Captive State 


| tised by developed countries have been 





equitable structure of the Security | 


Council. And it is also known that the 
IMF and the World Bank have erred on 
structural adjustment programmes. 


Unless you were terribly ignorant, you | 


didn’t have to read Stiglitz’s Globalisa- 


tion and Its Discontents to discover this. | 
However, Monbiot seems to have been ` 
converted thanks to Stiglitz. “Such was | 
the impact of his (Stiglitz’s) book that it | 


would, perhaps, be appropriate to di- 


vide the public perception of the global | 


justice movement into two periods: be- 
fore and after Stiglitz.” 


That leaves the WTO. The lack of | 
transparency in WTO decision-making | 





processes and the protectionism prac- | 


abundantly documented. The case is 
simple. Developed countries preach 
free trade to developing countries, but 
don't practise it themselves. Export 
gains to developing countries from 
market access liberalisation by rich 
countries will be far more than any aid 
that developed countries can offer. So 
far, Monbiot hasn't told us anything new 
although there is some utility in retelling 
an old story. 

The system needs to change and this 
takes us to the normative mode. Till the 
1970s, UNCTAD used to talk about a 
new international economic order 
(NIEO). NIEO is now dead as a dodo. But 
Monbiot would like to resurrect it and to 
do this, he depends on four planks. 

First, change WTO to a Fair Trade Or- 
ganization. Second, revamp IMF and re- 
place it with an International Clearing 
Union. Third, scrap the Security Council 











with toxic bosses 


| 
| 


times. For example, this is his advice for 
dealing with narcissistic superiors: “In 
general, trying to change the behaviour 
of narcissistic superiors pri- 
marily leads to frustration. It 
is best to accept that they are 
so damaged in their emo- 
tional development that they 
lack the ability to empathise 
and behave rationally.... To 
survive working with a 
grandiose boss, you need to 
exercise an unusual level of 








tact. ... Avoid one-upmanship...” 

Lubit is also too quick to discuss 
drugs that can help or modify behav- 
iour. In the chapter dealing 
with anxiety, social phobia, 
attention-deficit hyperactiv- 
ity disorders et al, he casually 
points out how beta blockers 
can control rapid heartbeats 
brought on by anxiety and 
how SSRIs (a class of anti-de- 
pressants that includes 
Prozac) can be used to han- 
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BOOKMARK 








and replace it with an energised 
UN General Assembly. Fourth, 
have a democratically-elected 
World Parliament. (On the last, 
there is a side debate on democ- 
racy as an institution.) He de- 
scribes these proposals as repul- 
sive, but asks that you dont reject 
them until you have better ones to re- 
place them with. 

In addition to NIEO, there will be a 
new international political order. Be- 
cause the US will inflict regime change, 
as citizens of the world we must fight for 
a universal suffrage system so that we 
can vote for regime change in the US. 

Now you understand why the au- 
thor wanted to bring the Communist 
Manifesto into the subtitle. “The Mani- 
festo’s great innovation and great failure 
was the staggeringly simplistic theory 
into which it sought to force society.” 
This book is no different although Mon- 
biot abhors the phrase Utopian. 

To write well, you don't always have 
to write sense. But then, if you only write 
sense you can't provoke. 


Bibek Debroy is director ( research), 
Rajiv Gandhi Institute of 
Contemporary Studies 





dle anxiety associated with depression. 
Given that this is a sort of self-help book, 
it could tempt an executive to head for 
the chemist simply because he is feeling 
nervous about a presentation he is 
about to make. 

Overall, it is an excellent read for 
anyone in the human resource 
department because it provides per- 
spective on how to minimise the threats 
from destructive people who have been 
hired by the organisation. 

It is a good book because it recog- 
nises that simplistic solutions and gen- 
eralised advice won't work while dealing 
with really difficult people. The problem 
is that in trying to be realistic, it also goes 
just that bit overboard. e 


PROSENJIT DATTA 
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The torrential bitstream 
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room belongs to the television set. Day after 


life before countless families, irrespective of 
caste, class, colour and gender. Some watch 


the vicissitudes of family lives, whilst others treat the | 


world as their family. Some like to lose themselves in the 
fantasies of Hindi films, whilst others prefer to let sermons 
elevate their souls. Some watch for illumination, others 


for titillation. All experience what they like— or what their | 
parents let them like. But in the course of watching they | 


are transformed. Today India is a more cosmopolitan, 
more open, altogether more tolerant country than it was 


HE pride of place in many an Indian drawing | 





even a decade ago; television has inured it to the extremi- | 


ties of human experience. 

If the drawing room be- 
longs to the television set, the 
passage belongs to the tele- 
phone. For everyone wants it 
within her reach. The father 
wants to ask his broker about 
Infosoft. The mother wants to 
ask the teacher about the 
daughter’s C+. The daughter 
wants to borrow an album 
from her friend. They will all 
think of all this at the same 
time; the telephone is the most 
fought-over family asset. Now, 
with the advent of the mobile, 
the skirmishes over the posses- 
sion of the telephone have be- 
come less fierce. Butitis a gluey 
little instrument; some people 
find it difficult to dislodge it from their ears. 

And in a corner of the bedroom or bathroom there still 
lurks a device whose place the television usurped — the 
radio. The father must have his morning dose of chant; 
but once it has purified his mind, it is neglected the rest of 
the day. Nowadays the radio gets lumped together with a 
cassette and a compact disc player. Ifit is, the father is un- 


likely to keep it for long; it will be hijacked into the | 
| some have even enshrined it in legislation. But it is diffi- 


teenager's room where it will blare out amorous inanities. 

And somewhere at the back of the wardrobe lies a 
camera which the father fishes out whenever there is an 
occasion to remember. The difficulty is in remembering 
what would be worth remembering — would the trip to 
the ethnic restaurant deserve to be recorded? Or were the 
culinary experience best forgotten? 

In this family of entertainment machines has entered 
an intruder whom no one knows where to keep — the 
computer. Because of some things it does — turning 


words into alphabet, or making instantaneous calcula- | 


Despite the frailties of the 
human mind and ponderous 
governments, communication 
devices will converge 





tions — it should by rights belong to the children’s study. 


_ But its possession is now contested by older members of 
day, week after week, it unfolds the drama of | 


the family who want to email their cousins in Australia or 
bunt around for a bride. 

Today all these machines can be digital — all they 
would do is to convert bits and bytes into visual and audi- 
tory experiences. Not only are the machines separate; 
they are often front ends of different delivery channels — 
the television of a cable, the radio of an electromagnetic 
wave, the computer perhaps of an optical fibre. They are 
all separate because they belong to different generations 
— the telephone to the 1870s, radio to the 1890s, the tele- 
vision to the 1930s, the PC to the 1980s. 

The computer was the only device to be born digi- 
tised; it was so successful that 

all the others have married it 
and got themselves digitised 
too. It is only a matter of time 
when their children will com- 
bine their various gifts. Already 
it is impossible to distinguish a 
mobile from a camera, a com- 
puter from a music player. The 

devices are getting indiscrimi- 
nately hybridised. Soon a time 
will come when it will become 
impossible to tell their pedi- 
gree; we will have to invent 
new names for them. 

But that day of harmonious 
unity is slow in coming. The 
fault lies in the sluggishness of 
human imagination; the whiz 
kids in Sony and Samsung are 


NEERAJ TIWARI 


| just taking too long to invent a mobile which one can 





| 
| 





spread out and turn into a television. Nokia is still to think 
of a cellphone screen that can be projected on the wall. 
Acer is yet to make it possible for us to browse the Web on 
the ceiling, while we lie in bed. 

Governments are to blame too. They like to regulate 
everything; they feel deprived and neglected if they can- 
not interfere. Convergence is a word they have heard; 


cult for them to see that matters might come more quickly 
to boil if there was less legislation. 

But despite the frailties of the human mind, despite 
ponderous human governments, communication de- 
vices will dissolve into one another, and new ones will 


| emerge which will take us humans to new heights of 


beauty and ugliness, excitement and boredom, ecstasy 
and irritation. Tomorrow will be another day — so differ- 
ent that our children will find it difficult to believe that we 
enjoyed being glued to 21-inch flickering screens. šB 
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x Tel: 2324224, 2325731. VADODARA (Sayaji Gunj): Tel: 2361926, 2361807. 


www. hdfe.cor 





Tailor-made 
Home Loans 
from HDFC 











Ahome loan that’s perfect for someone may not be the right one for you. Which is why at HDFC, we firstunderstan 
your requirements. We find out what's ideal for you. And then give you a home loan that best meets your nee 


Some of the ways in which we customise your home loan: 

> Helping you to decide between fixed and floating interest rate. 

- Structuring EMIs if you need optimum tax benefits. 

Helping you choose between smaller and larger EMis 
for the first few years. 

> Finding out if you're entitled to a larger loan amount based on your 
investments, career prospects, co-applicant, assets, etc. 


© Providing options if you're planning to move to a larger house. WITH YOU, RIGHT THROU 











MUMBAI (HDFC Home Line): Tel: 56636000. NEW DELHI (HDFC Home Line): Tel: 51115111. CHENNAI (HDFC Home Line): Tel: 2859.2 

KOLKATA (HDFC Home Line): Tel: 23215060. Branches also at: AHMEDABAD (Navrangpura): Tel: 6560806/6560859. BAN 5 RI 
(HDFC Home Line): Tel: 51183000. BHUBANESWAR: Tel: 2534942, 2534335. CHANDIGARH: Tel: 2603717, 2603880. COIMBETO 
Tel: 2222735, 2221262. GUWAHATI: Tel: 2666915/795. HYDERABAD: Tel: 55475001. INDORE: Tel: 5045678 (4 Lines) 2522/1 
2517359/60, 2523776, 2513784. JAIPUR (Ashok Marg): Tel: 2377 171-3. KOCHI: Tel: 2382325, 2382402. LUCKNOW: Tel: 2205:13 


NAGPUR: Tel: 2522691, 2522123. NASHIK: Tel: 2571492/3. PUNE (HDFC Home Line): Tel: 25505000. THIRUVANANTHAPURAM: 
FN/HDFCO7-03 : 





